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Baltimore Gas and Electric Company
BGE Capital Trust II
39 W. Lexington Street

Balt imore, Maryland 21201
(410) 234-5000

        A brief description of the preferred securities can be found under "SUMMARY" in this prospectus.

        BGE AND THE TRUST URGE YOU TO CAREFULLY READ THE "RISK FACTORS" SECTION
BEGINNING ON PAGE 11, WHERE SPECIFIC RISKS ASSOCIATED WITH THESE PREFERRED
SECURITIES ARE DESCRIBED, ALONG WITH THIS PROSPECTUS BEFORE YOU MAKE YOUR
INVESTMENT DECISION

        The preferred securities have been approved for listing on the New York Stock Exchange under the trading symbol
BGEPrB, subject to notice of issuance. BGE expects that the preferred securities will begin trading on the New York Stock
Exchange within 30 days after they are first issued.

  
Init ial Public

Of fering Price  
Underwrit ing
Commission  

Proceeds to
the Trust

Per preferred security  $ 25.00(1) $ 0.7875(2) $ 25.00
Total  $ 250,000,000      $ 7,875,000(2) $ 250,000,000

(1) Accrued distributions, if any, from November 21, 2003 will be added to the initial public offering price. 

(2) Underwriting commissions of $0.7875 (or $7,875,000 for all securities) will be paid by Baltimore Gas and Electric
Company. However, such compensation will be $0.50 for sales to certain institutions.

We expect that the preferred securities will be ready for delivery in book-entry form only through The Depository Trust
Company on or about November 21, 2003.

Joint Book-running Managers

Cit igroup  Merrill Lynch & Co.  Morgan Stanley

Credit  Suisse First
Boston

 UBS Investment
Bank

 Wachovia
Securit ies

The date of this prospectus is November 14, 2003.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these
securities or passed upon the adequacy or accuracy of this prospectus. Any representation to the contrary is a criminal offense.
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        No dealer, salesperson or other individual has been authorized to give any informat ion or to make any
representat ions other than those contained or incorporated by reference in this prospectus in connect ion
with the of fer made by this prospectus and, if  given or made, such informat ion or representat ions must  not
be relied upon as having been authorized by BGE, the t rust  or the underwriters. Neither the delivery of  this
prospectus nor any sale made hereunder shall under any circumstances create an implicat ion that  there has
been no change in the af fairs of  BGE or the t rust  since the date hereof . BGE's business, f inancial condit ion,
results of  operat ions and prospects may have changed since that  date. This prospectus does not  const itute
an of fer or solicitat ion by anyone in any jurisdict ion in which such of fer or solicitat ion is not  authorized or in
which the person making such of fer or solicitat ion is not  qualif ied to do so or to anyone to whom it  is
unlawful to make such of fer or solicitat ion.
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SUMMARY

This summary highlights information contained elsewhere in, or incorporated by reference into, this prospectus. Because this is
a summary, it may not contain all of the information that is important to you. Therefore, you should also read the more detailed
information in this prospectus, BGE's financial statements and the other information that is incorporated by reference in this
prospectus, before making a decision to invest in the preferred securities.

Overview of  BGE

Baltimore Gas and Electric Company ("BGE"), a wholly-owned subsidiary of Constellation Energy Group, Inc.
("Constellation Energy"), is a regulated electric and gas public transmission and distribution company. BGE delivers
electricity to approximately 1.2 million customers and natural gas to approximately 600,000 customers in a service territory
that includes the City of Baltimore and all or part of 10 counties in Central Maryland. BGE's electric delivery territory has a
population of 2.7 million and its natural gas delivery territory has a population of 2 million. BGE is regulated by the Maryland
Public Service Commission, or Maryland PSC, and the Federal Energy Regulatory Commission, or FERC, with respect to
rates and other aspects of its business.

Electric Business

Effective on July 1, 2000 electric customer choice and competition among electric suppliers was implemented in Maryland.
As a result of deregulation, BGE's electric customers can purchase their electricity from other sources. If a customer
chooses an alternate supplier, BGE collects a delivery service charge to recover its costs for the service it provides. BGE
remains obligated to provide electricity to different classes of customers who do not choose an alternate supplier through a
fixed price standard offer service over various time periods, the last of which ends on June 30, 2006. Effective July 1, 2000,
BGE also reduced residential base rates by approximately 6.5%, which on average is about $54 million a year through
June 2006.

Since July 1, 2002, large commercial and industrial customers are no longer eligible for standard offer service and, if they
choose to continue to receive their electric supply from BGE, are charged market rates. As a result, currently customers
representing approximately 96% (approximately 1,200 megawatts) of load from this class purchase their electricity from



alternate suppliers.

Beginning on July 1, 2004, all other commercial and industrial customers will no longer be eligible for fixed price standard
offer service. Currently, this class of customers represents approximately 2,200 megawatts of load. If they choose to
continue to receive their electric supply from BGE after July 1, 2004, they will be charged market rates. Beginning July 1,
2006, BGE's obligation to provide standard offer service pursuant to the original deregulation order to residential customers
will end.

On April 29, 2003, the Maryland PSC approved a settlement agreement that BGE entered into with parties representing
customers, industry, utilities, suppliers, the Maryland Energy Administration, the Maryland PSC's Staff and the Office of
People's Counsel which, among other things, extends BGE's (and other utilities') obligation to supply standard offer service.
Under the settlement agreement, BGE is obligated to provide market-based standard offer service to residential customers
until June 30, 2010, and for commercial and industrial customers for a one, two or four year period beyond June 30, 2004,
depending on customer size. The rates charged during this time would recover BGE's wholesale power supply costs and
would include an administrative fee. In September 2003, a second settlement agreement was approved by the Maryland
PSC. This phase deals with the bid procurement process that utilities must follow to obtain wholesale power supply to serve
retail customers on standard offer service. The settlement contains a model request for proposals, a model wholesale
power supply contract, and various requirements pertaining to, among other things, bidder qualifications and bid evaluation
criteria. Bidding to supply BGE's standard offer service to commercial and industrial customers beyond June 30, 2004 will
begin in February 2004.
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BGE has entered into power supply contracts to meet its fixed price standard offer service requirements until June 30, 2006
from Constellation Power Source, Inc., a Constellation Energy subsidiary. BGE will seek bids for supply to meet its market-
based standard offer service obligation under a process established through the settlements discussed above. The amount
BGE pays for energy and capacity does not exceed the rates it receives from its customers during these time periods.

As a result of electric competition, BGE's generating assets were deregulated, and on July 1, 2000 BGE transferred all of
its generating assets (6,240 megawatts) and related liabilities, at book value, to Constellation Energy subsidiaries. All of
these assets were transferred subject to the lien of BGE's mortgage. BGE also transferred to Constellation Energy
subsidiaries tax-exempt debt related to the transferred assets, of which $270 million currently remains outstanding. If the
subsidiaries default on their obligations relating to this debt and the debt were declared due and payable, BGE would be
required to pay the debt as it remains primarily liable.

For a more detailed discussion of the Maryland law authoriz ing customer choice and competition, and the Maryland PSC
order that resolved major issues surrounding electric restructuring, please refer to BGE's Annual Report on Form 10-K for
the year ended December 31, 2002 and most recent Quarterly Report on Form 10-Q. See "WHERE YOU CAN FIND MORE
INFORMATION."

Gas Business

Currently, no regulation exists for the wholesale price of natural gas as a commodity, and the regulation of interstate
transmission at the federal level has been reduced. All BGE gas customers have the option to purchase gas from other
suppliers. However, the delivery of gas continues to be regulated in Maryland by the Maryland PSC.

Currently, approximately 54% of the gas delivered on BGE's distribution system is for customers purchasing gas from
alternative suppliers. BGE charges these customers fees to recover the costs for the transportation service it provides.
These fees are the same as the base rate BGE charges for gas sales. In addition to the delivery service, BGE also
provides these customers with meter readings, billing, emergency response, regular maintenance, and balancing.

BGE buys all gas that it sells directly from various suppliers and arranges separately for the transportation and storage.
BGE has a market based rates incentive mechanism for gas it sells. Under market based rates, BGE's cost of gas is
compared to a market index (a measure of the market price of gas in a given period). The difference between BGE's actual
cost and the market index is shared equally between shareholders and customers except for fixed-price contracts that must
be secured for at least 10%, but not more than 20%, of forecasted system supply requirements for the November through
March period. These fixed price contracts are not subject to sharing under the market-based rates incentive mechanism.

The Maryland PSC allows BGE to record a monthly adjustment to its gas revenues to eliminate the effect of abnormal
weather patterns on BGE's gas system sales volumes. This means BGE's monthly gas revenues are based on weather
that is considered "normal" for the month and, therefore, are not affected by actual weather conditions. BGE also
participates in the interstate markets, by releasing pipeline capacity or bundling pipeline capacity with gas for off- system
sales.

BGE's and the trust's principal executive offices are located at 39 W. Lexington Street, Baltimore, Maryland 21201, and
BGE's telephone number is 410-234-5000.

Overview of  BGE Capital Trust  II



The trust is a statutory trust created under Delaware law. BGE created the trust only to issue and sell the common and
preferred securities, to purchase a series of BGE's junior subordinated securities, to distribute the cash payments it
receives from the junior subordinated debentures to holders of the common and preferred securities, and to engage in only
those other activities that are necessary or incidental to those purposes. The trust has a term of 40 years, but may be
dissolved earlier as provided in the Declaration.
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CONSOLIDATED RATIOS OF EARNINGS TO FIXED CHARGES AND OF EARNINGS TO
COMBINED FIXED CHARGES AND PREFERENCE STOCK DIVIDENDS 

The ratio of earnings to fixed charges and of earnings to combined fixed charges and preference stock dividends for each
of the periods indicated is as follows:

   
 

Ye ar Ende d De ce mbe r 31

 

 

Nine  Mont hs
Ende d Se pt e mbe r 30

2003

  

2002

 

2001

 

2000

 

1999

 

1998

Ratio of earnings to fixed charges  3.49x  2.66x  1.99x  2.27x  3.45x  2.94x
Ratio of earnings to combined fixed
charges and preference stock dividends  2.94x  2.31x  1.75x  2.03x  3.14x  2.60x

For current information on these ratios, please see BGE's most recent Form 10-K and 10-Q. See "WHERE YOU CAN FIND
MORE INFORMATION."
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The Of fering 

        The following is a brief summary of the offering of the preferred securities. You should refer to "DESCRIPTION OF THE
PREFERRED SECURITITES," "DESCRIPTION OF THE JUNIOR SUBORDINATED DEBENTURES" and "DESCRIPTION OF
THE PREFERRED SECURITIES GUARANTEE" for a more detailed description of the preferred securities, the junior
subordinated debentures and the preferred securities guarantee.

The issuer  BGE Capital Trust II

Securities the trust is offering  The trust is issuing 6.20% trust preferred securities. Each
preferred security represents a preferred undivided
beneficial interest in the assets of the trust. The trust will sell
the preferred securities to the public for cash. The trust will
also issue common securities, which will represent common
undivided beneficial interests in the assets of the trust. BGE
will purchase all of the common securities from the trust for
cash.

Offering price  $25 per preferred security, plus any accumulated and
unpaid distributions from the original issue date.

Junior subordinated debentures  The trust will use the cash it receives from the sale of the
preferred and common securities to purchase junior
subordinated debentures from BGE, which are due on
October 15, 2043. The assets of the trust will consist solely
of the junior subordinated debentures and payments
received on the junior subordinated debentures. The junior
subordinated debentures will have payment terms identical
to those of the preferred securities, and the trust will rely on
the payments it receives on the junior subordinated
debentures to make all payments on the preferred
securities.

When the trust will pay
distributions to you

 Your purchase of the preferred securities entitles you to
receive cumulative cash distributions at a 6.20% annual
rate. Distributions will accumulate from the date the trust
issues the preferred securities and are to be paid quarterly



in arrears on January 15, April 15, July 15 and October 15 of
each year, beginning January 15, 2004. As long as the
preferred securities are represented by a global security,
the record date for distributions on the preferred securities
will be the close of business on the Business Day,
immediately preceding the relevant distribution date. BGE
may defer the payment of cash distributions, as described
below.

When the trust must redeem the
preferred securities

 The junior subordinated debentures will mature and BGE
must redeem the preferred securities on October 15, 2043,
unless in its sole discretion BGE accelerates the date of
maturity. BGE may shorten the maturity date to a date not
earlier than November 21, 2008.
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Redemption of the preferred
securities before October 15,
2043 is possible

 The trust must redeem the preferred securities when BGE
repays the junior subordinated debentures because they
mature, are accelerated or are redeemed. BGE may
redeem all or part of the junior subordinated debentures
before they are due, at a price equal to their principal
amount plus interest accrued to the date of redemption at
any time on or after November 21, 2008.

  In addition, BGE may redeem all of the junior subordinated
debentures at any time within 90 days following any of the
following events:

  •  a "Tax Event," which occurs if existing laws or
regulations or their interpretation or application
change, causing the interest BGE pays on the junior
subordinated debentures no longer to be deductible
by it for federal income tax purposes, or causing the
trust to become subject to federal income tax or to
certain other taxes or governmental charges; or

  •  an "Investment Company Event," which occurs if
existing laws or regulations change, requiring the
trust to register as an investment company.

  If your preferred securities are redeemed by the trust, you
will receive the liquidation amount of $25 per preferred
security, plus any accrued and unpaid distributions to the
date of redemption.

BGE has the option to extend the
interest payment period

 The trust will rely solely on payments made by BGE under
the junior subordinated debentures to pay distributions on
the preferred securities. As long as BGE is not in default
under the Indenture relating to the junior subordinated
debentures, or such default has been cured, BGE will
have the right, one or more times, to defer interest
payments on the junior subordinated debentures for up to
20 consecutive quarters, but not beyond the Maturity Date
of the junior subordinated debentures. Each period during
which interest payments are deferred is called a "deferral
period." Each time BGE defers interest payments on the
junior subordinated debentures:

  •  the trust also will defer the payment of distributions
on the preferred securities;

  •  you will still accumulate distributions at an annual
rate of 6.20% of the liquidation amount of $25 per
preferred security; and
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  •  these accumulated distributions will (to the extent
permitted by law) earn interest at the same rate,
compounded quarterly, until paid. At the end of any
deferral period, BGE will pay to the trust all accrued
and unpaid interest under the junior subordinated
debentures. The trust will then pay all accumulated
and unpaid distributions to you.

You will still be taxed if
distributions on the preferred
securities are deferred

 If a deferral of payment occurs, you will be required to
accrue interest income and include it in your gross income
for United States federal income tax purposes, even if you
are a cash basis taxpayer.

BGE is guaranteeing payments on
the preferred securities

 BGE will fully and unconditionally guarantee payments on
the preferred securities, but only to the extent that the trust
has funds legally and immediately available to make
those payments. If BGE does not make payments on the
junior subordinated debentures, the trust will not have
sufficient funds to make payments on the preferred
securities. If this is the case, your remedy is to institute a
legal proceeding directly against BGE for enforcement of
payments under the junior subordinated debentures.
BGE's obligations under the Preferred Securities
Guarantee will rank junior in right of payment to BGE's
senior indebtedness. At September 30, 2003, BGE's
Senior Indebtedness totaled approximately $1.95 billion.

BGE can dissolve the trust and
cause an exchange of
preferred securities for junior
subordinated debentures

 

BGE has the right at any time to dissolve the trust. In that
event, the trustees will either:

  •  distribute the junior subordinated debentures to you;
or

  •  if the Property Trustee decides that distributing the
junior subordinated debentures is not practical,
distribute assets of the trust to you in an amount
equal to the liquidation amount of $25 per preferred
security plus accumulated and unpaid distributions.

  In all cases, however, the trust will make distributions only
to the extent that the trust has available assets after the
trust has satisfied all of its liabilities to its creditors. If BGE
distributes the junior subordinated debentures, BGE will
use its best efforts to list the junior subordinated
debentures on the New York Stock Exchange (or any other
stock exchange or automated quotation system on which
the preferred securities are then listed or quoted.)
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How the securities will rank in right
of payment

 BGE's obligations under the preferred securities, junior
subordinated debentures and Preferred Securities
Guarantee are unsecured and will rank as follows with
regard to right of payment:

  •  the preferred securities will rank equally with the
common securities of the trust. The trust will pay
distributions on the preferred securities and the
common securities ratably. However, if BGE defaults
with respect to the junior subordinated debentures,



then no distributions on or redemptions of the
common securities of the trust or BGE's capital stock
will be paid until all accumulated and unpaid
distributions on the preferred securities have been
paid; and

  •  BGE'S obligations under the junior subordinated
debentures and the Preferred Securities Guarantee
are unsecured and generally will rank junior in
priority to BGE's existing and future Senior
Indebtedness.

Voting rights of the preferred
securities

 Except in limited circumstances, holders of the preferred
securities will have no voting rights.

You will not receive certificates
representing your preferred
securities

 The preferred securities will generally be represented by
a global security that will be deposited with and registered
in the name of The Depository Trust Company, or its
nominee. This means that, except in limited
circumstances, you will not receive a certificate for the
preferred securities, and your beneficial ownership
interests will be recorded through the DTC book-entry
system.

Proposed New York Stock
Exchange Symbol

 
BGEPrB.

How the proceeds of this offering
will be used

 The trust will invest the proceeds from the sale of the
preferred and common securities in the junior
subordinated debentures. BGE intends to use the net
proceeds for general corporate purposes, which may
include the repayment of long- term debt, including its
7.16% Deferrable Interest Subordinated Debentures due
June 30, 2038, underlying its outstanding 7.16% Trust
Originated Preferred Securities. If BGE does not use the
net proceeds immediately, BGE may temporarily invest
them in short- term, interest-bearing obligations.

BGE is reimbursing the trust for
expenses

 BGE has agreed in the Declaration to reimburse the trust
for any expenses and liabilities it may incur, other than
amounts payable for the securities. Expenses that give
rise to Additional Interest will be paid by the Property
Trustee upon receipt of Additional Interest payments from
BGE.
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Trustees and Administrators  The Bank of New York will act as Property Trustee and
The Bank of New York (Delaware) will act as Delaware
Trustee, and they will conduct the business and affairs of
the trust. In addition, Thomas E. Rusz in, Jr. (or another of
BGE's officers) will act as Administrative Trustee of the
trust.

Before buying the preferred securities you should carefully consider the "Risk Factors" beginning on page 11.
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BGE Capital Trust  II

BGE created a Delaware statutory trust pursuant to a BGE Capital Trust II Declaration of Trust executed by BGE as
depositor for the trust and three appointed trustees. BGE will execute an amended and restated Declaration of Trust
(Declaration), in the form filed as an exhibit to the Registration Statement, which will state the terms and conditions for the
trust to issue and sell its preferred and common securities.

The trust exists solely to:



• issue and sell its preferred and common securities representing undivided beneficial interests in the assets of
BGE Capital Trust II; 

• use the proceeds from the sale of its preferred and common securities to purchase a series of BGE's junior
subordinated debentures; 

• distribute the cash payments it receives from the junior subordinated debentures to holders of the common
and preferred securities; and 

• engage in only those other activities that are necessary or incidental to these purposes.

BGE will purchase all of the common securities of the trust. The common securities will represent an aggregate liquidation
amount equal to 3% of the trust's total capitalization. The preferred securities will represent the remaining 97% of the trust's
total capitalization. The common securities will have terms substantially identical to, and will rank equal in priority of
payment with, the preferred securities. However, if BGE defaults on the junior subordinated debentures, cash distributions
and liquidation, redemption and other amounts on the common securities will be subordinate to the preferred securities in
priority of payment.

BGE has appointed three trustees (collectively, trustees) to conduct the trust's business and affairs:

• The Bank of New York (Property Trustee)
• The Bank of New York, Delaware (Delaware Trustee)
• A BGE officer (Administrative Trustee)

As holder of the common securities, BGE can replace or remove any of the trustees. However, if an event of default occurs
and is continuing under the Declaration, the Property Trustee and the Delaware Trustee can only be replaced and removed
by the holders of at least a Majority in Aggregate Liquidation Amount of the preferred securities then Outstanding (as
defined in the Declaration). Only BGE, as owner of the common securities, can remove or replace the Administrative
Trustee.

BGE will pay all fees and expenses related to the trust and the offering of the preferred securities and will pay all ongoing
costs and expenses of the trust, except the trust's obligations under the preferred and common securities, and except for
expenses that give rise to Additional Interest payments, which the Property Trustee will pay upon receipt of such Additional
Interest.

The trust will have a term of approximately 40 years from the date it issues preferred and common securities, but may be
dissolved earlier as provided in the Declaration. The principal executive office of the trust is c/o Baltimore Gas and Electric
Company, 39 W. Lexington Street, Baltimore, Maryland 21201 and its telephone number is 410-234-5000.

RISK FACTORS

An investment in the preferred securities involves a number of risks. Some of these risks relate to the preferred securities
and others relate to BGE and the gas and electric industry generally. BGE urges you to read all of the information contained
in this prospectus. In addition, BGE urges you to consider carefully the following factors in evaluating an investment in the
trust before you purchase the preferred securities offered by this prospectus.

Risks Relat ing to the Preferred Securit ies

Because the trust will rely on the payments it receives on the junior subordinated debentures to make all payments on the
preferred securities, and because the trust may distribute the junior subordinated debentures in exchange for the preferred
securities upon liquidation of the trust, you are making an investment decision with regard to the junior subordinated
debentures as well as the preferred securities. You should carefully review the information in this prospectus about both of
these securities.
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Junior subordinated debentures and the Preferred Securit ies Guarantee rank lower than any of  BGE's other
indebtedness.

The junior subordinated debentures are not secured by any of BGE's property or assets. BGE's obligations under the junior
subordinated debentures will rank junior and be subordinate in right of payment to all of BGE's Senior Indebtedness. For a
definition of Senior Indebtedness, see "DESCRIPTION OF THE JUNIOR SUBORDINATED DEBENTURES—Subordination."
The junior subordinated debentures, the Indenture and the Preferred Securities Guarantee do not limit BGE's ability to incur
additional indebtedness, including indebtedness that ranks senior to the junior subordinated debentures and the Preferred
Securities Guarantee. For more information on the subordination of the junior subordinated debentures, see "DESCRIPTION
OF THE JUNIOR SUBORDINATION DEBENTURES—Subordination." For more information on the subordination of the
Preferred Securities Guarantee, see "DESCRIPTION OF PREFERRED SECURITIES GUARANTEE—Status of the Preferred
Securities Guarantee."



BGE's right  to postpone interest  payments on the junior subordinated debentures and the tax t reatment  of
the preferred securit ies could adversely af fect  market  prices for the preferred securit ies.

The market price of the preferred securities may be more volatile than the market prices of similar securities that are not
subject to these rights, since BGE has the right to defer interest payments on the junior subordinated debentures. Any
exercise of this right could cause the market price of the preferred securities to decline. Accordingly, the preferred securities
that you purchase, whether in this offering or in the secondary market, or the junior subordinated debentures that you may
receive on liquidation of the trust, may trade at a discount to the price that you paid for the preferred securities.

If you sell your preferred securities before the record date for the payment of distributions, you will not receive payment of a
distribution for the period before the disposition. However, you will be required to include accrued but unpaid interest on the
junior subordinated debentures through the date of disposition as ordinary income for United States federal income tax
purposes. In addition, if BGE has, at any time, deferred interest payments on the junior subordinated debentures, you will
be required to add the amount of the accrued but unpaid interest to your tax basis in the preferred securities. Your
increased tax basis in the preferred securities will increase the amount of any capital loss or decrease the amount of any
capital gain that you may have otherwise realized on the sale. You cannot offset ordinary income against capital losses for
United States federal income tax purposes, except in a few limited cases. For more information on the tax consequences of
selling your preferred securities before the record date for payment of distributions, see "UNITED STATES FEDERAL
INCOME TAX CONSEQUENCES—Sale or Redemption of Preferred Securities."

Payments on preferred securit ies are dependent  on BGE's payments on junior subordinated debentures, and
if  BGE fails to make a payment  it  will adversely af fect  you.

The ability of the trust to timely pay distributions on the preferred securities and to pay the liquidation amount is dependent
solely upon BGE's making the related payments on the junior subordinated debentures when due.

If BGE defaults on its obligation to pay principal of or interest on the junior subordinated debentures, the trust will not have
sufficient funds to pay distributions or the liquidation amount. As a result, you will not be able to rely upon the Preferred
Securities Guarantee for payment of these amounts. Instead, you or the Property Trustee may sue BGE directly to enforce
the rights of the trust under the junior subordinated debentures, as described under "RELATIONSHIP AMONG THE
PREFERRED SECURITIES, THE PREFERRED SECURITIES GUARANTEE AND THE JUNIOR SUBORDINATED
DEBENTURES HELD BY THE TRUST."
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You will have no protection under the terms of the preferred securities or the Indenture against any sudden and dramatic
decline in BGE's credit quality resulting from any highly leveraged transaction, takeover, merger, recapitalization or similar
restructuring or change in control.

Dist ribut ion payments on the preferred securit ies could be deferred for substant ial periods, but  you would
cont inue to recognize income for United States federal income tax purposes.

As long as there is no event of default under the Indenture that has occurred but has not been cured, BGE will have the
right, one or more times, to defer interest payments on the junior subordinated debentures for up to 20 consecutive quarters,
but not beyond the Maturity Date. There is no limit on the number of deferral periods that BGE may impose. Deferral periods
are periods during which BGE defers interest payments on the junior subordinated debentures.

If BGE defers interest payments on the junior subordinated debentures, the trust also will defer payment of distributions on
the preferred securities. During a deferral period, you will still accumulate distributions at an annual rate of 6.20% of the
liquidation amount of the preferred securities, and you will accumulate additional distributions on the deferred distributions at
the same rate compounded quarterly (to the extent permitted by law). If BGE exercises its right to defer interest payments
on the junior subordinated debentures, the preferred securities may trade at a price that does not fully reflect the value of
accumulated but unpaid distributions on the preferred securities. If you sell your preferred securities during a deferral period,
you may not receive the same return on your investment as someone else who continues to hold the preferred securities.
For more information on the deferral of distributions on the preferred securities during a deferral period, see "DESCRIPTION
OF THE PREFERRED SECURITIES—Distributions" and "—Deferral of Distribution."

If BGE exercises its option to defer interest on the junior subordinated debentures, you will be required to accrue interest
income for United States federal income tax purposes in respect of your pro rata share of the junior subordinated
debentures held by the trust, even if you are a cash basis taxpayer. As a result, you will be required to include that accrued
interest income in your gross income for United States federal income tax purposes, before you actually receive any cash
distributions relating to that income. You also will not receive the cash related to any accrued and unpaid interest from the
trust if you sell the preferred securities before the end of any deferral period. For more information on the tax consequences
of interest deferral, see "UNITED STATES FEDERAL INCOME TAX CONSEQUENCES—Interest Income and Original Issue
Discount" and "—Sale or Redemption of Preferred Securities."

BGE may redeem the junior subordinated debentures at  it s opt ion on or af ter November 21, 2008 or if  a "Tax
Event ," or an "Investment  Company Event" occurs, you may not  be able to reinvest  your principal at  the same



or a higher rate of  return.

BGE will have an option to redeem the junior subordinated debentures—and therefore cause the trust to redeem a Like
Amount of the common and preferred securities—at any time on or after November 21, 2008. You should assume that BGE
will exercise its redemption option if BGE is able to refinance at a lower interest rate or it is otherwise in BGE's interest to
redeem the junior subordinated debentures at that time. Consequently, your preferred securities could be redeemed as
early as 5 years after the issue date.

In addition, if a Tax Event or an Investment Company Event, as further described below, occurs, BGE has the right to
redeem the junior subordinated debentures in whole, but not in part, within 90 days. If BGE redeems the junior subordinated
debentures, the trust will be required to redeem the preferred securities. Thus, it is possible that the preferred securities
could be redeemed before October 15, 2043.

A Tax Event, generally described, could result from amendments or changes in U.S. federal income tax laws or regulations,
including those

13

arising from judicial decisions or administrative pronouncements, that could have adverse tax consequences for BGE or the
trust in connection with the junior subordinated debentures or the preferred securities.

An Investment Company Event could result from changes in laws or regulations that could cause the trust to be deemed an
"investment company" under the Investment Company Act of 1940, which could have adverse consequences for BGE or
the trust.

The t rust  may dist ribute the junior subordinated debentures in exchange for the preferred securit ies, which
could af fect  the market  price and could be a taxable event  in certain circumstances.

The trust will dissolve upon the occurrence of certain events described under "DESCRIPTION OF THE PREFFERRED
SECURITIES—Liquidation Distribution Upon Dissolution," including if BGE elects to terminate the trust. After BGE terminates
the trust, subject to the terms of the Declaration and after satisfying all liabilities to the trust's creditors, the Property Trustee
may distribute the junior subordinated debentures to the holders of the common and preferred securities in exchange for a
Like Amount of those securities. BGE must use its best efforts to list the junior subordinated debentures on the New York
Stock Exchange or any other stock exchange or automated quotation system on which the preferred securities are then
listed or quoted if the junior subordinated debentures are distributed to holders. However, BGE can give no assurance that
the junior subordinated debentures will be approved for listing or that a trading market will exist for the junior subordinated
debentures. For further information on this exchange, see "DESCRIPTION OF THE PREFERRED SECURITIES—Liquidation
Distribution Upon Dissolution."

BGE cannot predict the market prices for the junior subordinated debentures that may be distributed. Accordingly, the junior
subordinated debentures that you receive upon an exchange distribution, or the preferred securities that you hold pending a
distribution, may trade at a discount to the price that you paid for the preferred securities.

Under current United States federal income tax law and assuming, as BGE expects, that the trust will not be classified as an
association taxable as a corporation, you would not be taxed if the Property Trustee distributed the junior subordinated
debentures to you upon liquidation of the trust. However, if a tax event were to occur and the trust became subject to United
States federal tax with respect to income received or accrued on the junior subordinated debentures, the distribution of
junior subordinated debentures to United States holders by the trust would be taxable to the trust and to each United States
holder. For more information on the tax consequences of an exchange, see "UNITED STATES FEDERAL INCOME TAX
CONSEQUENCES—Distribution of the Junior Subordinated Debentures to Holders of the Preferred Securities."

BGE has made only limited covenants in the Indenture and the Declarat ion, which may not  protect  your
investment  in the event  BGE experiences signif icant  adverse changes in its f inancial condit ion or results of
operat ions.

The Indenture governing the junior subordinated debentures and the Declaration governing the trust do not require BGE to
maintain any financial ratios or specified levels of net worth, revenues, income, cash flow or liquidity, and therefore do not
protect holders of the junior subordinated debentures or the preferred securities in the event BGE experiences significant
adverse changes in its financial condition or results of operations. Neither the Indenture nor the Declaration limits BGE's
ability or the ability of any subsidiary to incur additional indebtedness that is senior in right of payment to the junior
subordinated debentures. Therefore, you should not consider the provisions of these governing instruments as a significant
factor in evaluating whether BGE will be able to comply with its obligations under the junior subordinated debentures or the
Preferred Securities Guarantee.
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As a holder of  preferred securit ies you have limited vot ing rights, and BGE can amend the Declarat ion to
change the terms and condit ions of  the administ rat ion, operat ion and management  of  the t rust  without  your
consent .

Holders of preferred securities will have limited voting rights relating principally to the amendment of the Declaration and the
Preferred Securities Guarantee. Holders of preferred securities will not be entitled to appoint, remove or replace the
Property Trustee or the Delaware Trustee except upon the occurrence of the events described in "DESCRIPTION OF THE
PREFERRED SECURITIES—Removal of Trustees."

In general, BGE can replace or remove any of the trustees of the trust. In addition, BGE generally may amend the
Declaration and the Indenture without the consent of the holders of preferred securities. For further information on these
provisions, see "DESCRIPTION OF THE PREFERRED SECURITIES—Voting Rights; Amendment of the Declaration" and "—
Removal of Trustees."

There has been no prior market  for the preferred securit ies, and the market  price may decline af ter you
invest .

Before this offering, there has been no market for the preferred securities. Although the preferred securities have been
approved for listing on the New York Stock Exchange subject to notice of issuance, a listing does not guarantee that a
trading market for the preferred securities will develop. If a trading market for the preferred securities does develop, a listing
will not guarantee the depth of that market and your ability to easily sell your preferred securities.

Risks Relat ing to BGE

BGE may not  be able to recover increases in its operat ing, maintenance and capital costs with respect  to its
delivery service through a rate increase due to f rozen elect ric base rates.

BGE is required to offer electricity at frozen rates to its residential customers through June 30, 2006 and to certain
commercial and industrial customers through June 30, 2004. It is possible that BGE will experience an increase in its
operating, maintenance and capital costs with respect to delivery services during this time, particularly in the event of an
unforeseen circumstance, such as the occurrence of a catastrophic storm which causes damage to BGE's systems that
exceeds the amounts covered by insurance maintained by BGE. Although BGE is allowed, under certain circumstances, to
apply for recovery of certain costs resulting from catastrophic events through electric rate increases, there can be no
assurance that relief from frozen base rates would be permitted by the Maryland PSC.

BGE is required to provide standard of fer service at  f rozen rates to elect ric customers in Maryland and if  it s
suppliers fail to provide service, BGE may not  be able to obtain power at  prices to meet  it s obligat ion at  or
below the amount  it  will receive f rom the f rozen rates.

As a result of the 1999 Maryland electric restructuring statute, BGE's electric customers are able to choose their supplier.
Electric suppliers compete for retail customers with BGE. BGE transmits and delivers the power to all electric customers.
BGE's supply obligations vary by customer type for a transition period ending on June 30, 2006. To the extent customers
do not choose a supplier, BGE is required to supply the power at frozen rates through the transition period. BGE refers to
this obligation to provide power as "standard offer service." If BGE is required to pay more for power than the amount it can
recover in the fixed rates, it could have a materially adverse impact on the results of operations of BGE.

BGE has entered into power supply contracts with an affiliate, Constellation Power Source, Inc. to meet its fixed-price
standard offer service obligations through June 30, 2006. BGE shall seek bids for supply to meet its market-based
standard offer service obligations. If BGE suppliers are unable to meet their obligations under their contracts, BGE could be
required to obtain power at prices that may be higher than the amount it can charge customers.
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BGE is subject  to extensive regulat ion. Changes in regulat ions could have a material adverse impact  on
BGE's results of  operat ions.

BGE is subject to extensive regulation from both the State of Maryland and the federal government, particularly FERC.
Regulation includes rate regulation by the Maryland PSC and FERC, and state and federal environmental regulation. BGE
cannot predict the future development of regulations or the ultimate effect that a changing regulatory environment will have
on its business.

For example, in July 2002, the FERC issued a proposed rulemaking regarding implementation of a standard market design
for wholesale electric markets. In April 2003, FERC issued a report that significantly revised its position from July 2002. In
the report, FERC indicated that it will leave, relatively unmodified, existing practices in place, will allow flexibility among
regions of the country, phased- in implementation of the final rule, and provide an increased deference to states' concerns.

As another example, BGE cannot assure you that Maryland's 1999 electric restructuring law will not be changed in the



future. In addition, BGE is currently involved in proceedings with the Maryland PSC that address BGE's obligations to
provide "standard offer service" to commercial and industrial customers after June 30, 2004 and to residential customers
after June 30, 2006. Since these proceedings are ongoing, there is no assurance as to the effect the final settlement will
have on BGE's operations or revenues.

BGE may have liabilit y associated with the generat ion assets it  t ransferred to Constellat ion Energy
subsidiaries.

As a result of Maryland's 1999 electric restructuring law, on July 1, 2000, BGE transferred all of its generating assets and
related liabilities to other Constellation Energy subsidiaries. Those subsidiaries assumed all the liabilities related to those
assets and also the obligations under tax-exempt debt relating to the transferred generation assets. Currently,
approximately $270 million of tax-exempt debt remains outstanding. This debt has varying maturities through 2027. These
subsidiaries have agreed to comply with the covenants relating to the debt and to pay the interest and principal on this debt
when due. However, BGE has not been released from any of the payment or covenant obligations with respect to the
assumed debt, and if any of these subsidiaries default on their payment or covenant obligations relating to the assumed
debt, and that debt were declared due and payable, BGE would be liable to pay the amounts owed as a result of the
default. This obligation would be senior to BGE's obligations with respect to the preferred securities, the junior subordinated
debentures and the Preferred Securities Guarantee. In addition, BGE is still a named party in several claims relating to the
transferred assets, including numerous asbestos claims. If BGE were determined to have liability in regard to those claims,
BGE would look to those subsidiaries to pay those claims on BGE's behalf. Failure by such subsidiaries to pay such claims
could expose BGE to liability that could be material.

BGE part icipates in a cash pool sponsored by Constellat ion Energy for the benef it  of  all of  it s subsidiaries.
BGE is dependent  on Constellat ion Energy or it s other subsidiaries to repay any cash Constellat ion Energy's
other subsidiaries may borrow that  BGE may have invested into the cash pool.

Constellation Energy sponsors a cash pool for the benefit of all of its subsidiaries to manage their cash needs. Subsidiaries
invest excess cash into the pool or borrow cash invested into the pool as needed. At times, BGE may invest excess cash
into the pool. If that cash is borrowed by other subsidiaries of Constellation Energy, then BGE is dependent on Constellation
Energy or the subsidiary that borrowed the cash to repay it. Failure by Constellation Energy or such subsidiary to timely
repay any cash borrowed could have a material adverse effect on BGE.
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Unexpected weather condit ions, such as warmer winters and cooler summers than forecasted, as well as the
other factors listed in "FORWARD-LOOKING STATEMENTS" below, may adversely af fect  BGE's results of
operat ions.

The demand for electricity by BGE customers is directly affected by weather conditions. Generally, demand for electricity is
seasonal, peaking in winter and summer. Typically, when winters are warmer than expected and summers are cooler than
expected, demand for electricity is lower, resulting in less electric consumption than forecasted. These and other
unexpected weather conditions and other factors listed in "FORWARD-LOOKING STATEMENTS" below may adversely
affect BGE's revenues and results of operations.

A downgrade in BGE's credit  rat ings could negat ively af fect  the abilit y to access capital.

If any of BGE's credit ratings were to be downgraded, especially below investment grade, BGE's ability to access the
capital markets, including the commercial paper markets, could be hindered, and its borrowing costs would increase. Some
of the factors that affect credit ratings are cash flows, liquidity and the amount of debt as a component of total capitalization.

BGE may be liable for signif icant  environmental costs.

BGE may be liable for costs of environmental remediation, including costs resulting from generation assets transferred to
affiliated entities. The actual cost of compliance and remediation could be significantly higher than any recorded liabilities.

FORWARD-LOOKING STATEMENTS

This prospectus and the documents BGE has filed with the SEC, which BGE has referenced under "WHERE YOU CAN FIND
MORE INFORMATION," contain statements that are considered forward- looking statements within the meaning of the
Securities Act of 1933, as amended and the Securities Exchange Act of 1934, pursuant to the safe harbor provisions of the
Private Securities Litigation Reform Act of 1995. All statements, other than statements of historical facts, included in this
prospectus that address activities, events or developments that BGE expects or anticipates will or may occur in the future,
including such matters as BGE's projections, future expenditures, business strategy, competitive strengths, goals,
expansion, market and industry developments and the growth of its businesses and operations, are forward- looking
statements. Sometimes these statements will contain words such as "believes," "expects," "intends," "plans," and other
similar words. These statements are based on assumptions and analyses made by BGE in light of its experience and its
perception of historical trends, current conditions and expected future developments, as well as other factors BGE believes
are appropriate under the circumstances. These statements are not guarantees of BGE's future performance and are
subject to risks, uncertainties, and other important factors that could cause BGE's actual performance or achievements to
be materially different from those BGE projects. These risks, uncertainties, and factors include, but are not limited to:



• the risk factors discussed in this prospectus;
• general and local economic, market or business conditions;
• fluctuations in demand for electricity, capacity and ancillary services in the markets in which BGE operates;
• uncertain obligations due to customers' right to choose suppliers;
• changes in laws or regulations that are applicable to BGE;
• environmental constraints on construction and operation;
• the timing and extent of changes in commodity prices and volatilities for energy including coal, natural gas, oil,

electricity and emission allowances,
• the timing and extent of deregulation of, and competition in, the energy markets in North America, and the rules

and regulations adopted on a transitional basis in those markets,
• the conditions of the capital markets, interest rates, availability of credit, liquidity, and general conditions, as

well
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as BGE's ability to maintain its current credit ratings,

• the effectiveness of BGE's risk management policies and procedures and the ability of their counterparties to
satisfy their financial and performance commitments,

• the liquidity and competitiveness of wholesale markets for energy commodities,
• operational factors affecting the start-up or ongoing commercial operations of Constellation's generating

facilities (including nuclear facilities) and BGE's transmission and distribution facilities, including catastrophic
weather related damages, unscheduled outages or repairs, unanticipated changes in fuel costs or availability,
unavailability of gas transportation or electric transmission services, workforce issues, terrorism, liabilities
associated with catastrophic events, and other events beyond BGE's control,

• the inability of BGE to recover all its costs associated with providing electric retail customers service during the
electric rate freeze period,

• the effect of weather and general economic and business conditions on energy supply, demand, and prices,
• regulatory or legislative developments that affect deregulation, transmission or distribution rates and revenues,

demand for energy, or increase costs, including costs related to nuclear power plants, safety, or
environmental compliance,

• the actual outcome of uncertainties associated with assumptions and estimates using judgment when applying
critical accounting policies and preparing financial statements.

• changes in accounting principles or practices,
• losses on the sale or write down of assets due to impairment events or changes in management intent with

regard to either holding or selling certain assets, and
• cost and other effects of legal and administrative proceedings that may not be covered by insurance,

including environmental liabilities.

Consequently, all of the forward- looking statements made in this prospectus are qualified by these cautionary statements
and BGE cannot assure you that the results or developments anticipated by it will be realized or, even if realized, will have
the expected consequences to or effects on BGE or its business prospects, financial condition or results of operations.
Given these uncertainties, you should not place undue reliance on these forward- looking statements in making your
investment decision. BGE expressly disclaims any obligation or undertaking to release publicly any updates or revisions to
these forward- looking statements to reflect events or circumstances that occur or arise or are anticipated to occur or arise
after the date of this prospectus. In making an investment decision regarding the securities described in this prospectus,
BGE is not making, and you should not infer, any representation about the likely existence of any particular future set of
facts or circumstances.

USE OF PROCEEDS

The net proceeds from the sale of the debt securities will be used for general corporate purposes relating to BGE's utility
business which may include the repayment of long- term debt, including its 7.16% Deferrable Interest Subordinated
Debentures due June 30, 2038, underlying its outstanding 7.16% Trust Originated Preferred Securities. If BGE does not use
the net proceeds immediately, BGE may temporarily invest them in short- term, interest-bearing obligations. The trust will
invest all proceeds received from any sale of its preferred and common securities in BGE's junior subordinated debentures
in connection with any offering of preferred and common securities. BGE will use the net proceeds from the sale of the junior
subordinated debentures to the trust for the purpose described above. BGE will not receive any proceeds from the sale of
any shares of common securities by any selling stockholder.
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ACCOUNTING TREATMENT

For financial reporting purposes, the trust will be treated as a subsidiary of BGE, and the accounts of the trust will be
included in BGE's financial statements. The preferred securities will be presented as a separate liability line item in BGE's



balance sheet entitled "Company obligated mandatorily redeemable trust preferred securities of subsidiary trust holding
solely 6.20% debentures of BGE due October 15, 2043," and disclosures concerning the preferred securities, the Preferred
Securities Guarantee and the junior subordinated debentures will be included in the notes to the financial statements. For
financial reporting purposes, BGE will record distributions paid on the preferred securities as interest expense.

DESCRIPTION OF SECURITIES

The following is a summary of the terms of the securities offered by this prospectus. The sections "DESCRIPTION OF THE
PREFERRED SECURITIES," "DESCRIPTION OF THE JUNIOR SUBORDINATED DEBENTURES", "DESCRIPTION OF THE
PREFERRED SECURITIES GUARANTEE" and "RELATIONSHIP AMONG THE PREFERRED SECURITIES, THE PREFERRED
SECURITIES GUARANTEE AND THE JUNIOR SUBORDINATED DEBENTURES HELD BY THE TRUST" contain a
description of the material terms of the preferred securities but is not complete. BGE refers you to the Indenture and the
forms of Declaration, Second Supplemental Indenture and Preferred Securities Guarantee that are exhibits to the
registration statement of which this prospectus forms a part. Capitalized terms used in this prospectus that are not defined
will have the meanings given them in these documents.

Pursuant to the terms of the Declaration, the trustees on behalf of the trust will issue the preferred securities and the common
securities. The preferred securities will represent preferred beneficial interests in the trust. As a holder of preferred securities
you will be entitled to a preference in some circumstances with respect to distributions and amounts payable on redemption
or liquidation over the common securities, as well as other benefits as described in the Declaration or made a part of the
Declaration by the Trust Indenture Act or the Delaware Statutory Trust Act. The terms of the preferred securities will mirror
the terms of the junior subordinated debentures held by the trust.

The preferred securities will rank on a parity, and payments will be made ratably with the common securities, except as
described under "DESCRIPTION OF THE PREFERRED SECURITIES—Subordination of Common Securities." Legal title to
the junior subordinated debentures will be held by the Property Trustee in trust for the benefit of the holders of the preferred
securities and common securities. The Preferred Securities Guarantee will be a guarantee on a subordinated basis with
respect to the common and preferred securities. The Preferred Securities Guarantee will not, however, guarantee payment
of distributions or amounts payable on redemption or liquidation of the preferred securities when the trust does not have
funds on hand available to make those payments. For more information on the payments guaranteed by the Preferred
Securities Guarantee, see "DESCRIPTION OF THE PREFERRED SECURITIES GUARANTEE."

BGE and its affiliates conduct banking transactions with The Bank of New York which is a trustee under the Declaration,
Indenture and Preferred Securities Guarantee.

DESCRIPTION OF THE PREFERRED SECURITIES

General

The Declaration authorizes the Administrative Trustee to issue preferred and common securities on behalf of the trust. The
proceeds from the sale of the preferred and common securities will be used by the trust to purchase a series of junior
subordinated debentures. The junior subordinated debentures issued by BGE will be held in trust by the Property Trustee
for the benefit of the holders of the preferred and common securities. The assets of the trust available for distribution to the
holders of its preferred securities will be limited to payments
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from BGE under the junior subordinated debentures. If BGE fails to make a payment on such junior subordinated
debentures, the trust will not have sufficient funds to make related payments, including distributions, on the preferred
securities.

The Preferred Securities Guarantee, when taken together with BGE's obligations under the junior subordinated debentures
and the Indenture, and BGE's obligations under the Declaration, including obligations to pay all costs, expenses, debts and
liabilities of the trust (other than with respect to the preferred and common securities and with respect to expenses that give
rise to Additional Interest, which shall be paid by the Property Trustee upon receipt of Additional Interest from BGE), will
provide a full and unconditional guarantee of amounts due on the preferred securities issued by the trust. No single
document standing alone or operating in conjunction with fewer than all of the other documents constitutes such guarantee. It
is only the combined operation of these documents that has the effect of providing a full, irrevocable and unconditional
guarantee of the trust's obligations under the preferred securities. See "RELATIONSHIP AMONG PREFERRED SECURITIES,
THE PREFERRED SECURITIES GUARANTEE AND THE JUNIOR SUBORDINATED DEBENTURES HELD BY THE TRUST."

The Declaration will be qualified as an indenture under the Trust Indenture Act of 1939, as amended (Trust Indenture Act).
The Property Trustee will act as indenture trustee for the preferred securities to be issued by the trust, in order to comply
with the provisions of the Trust Indenture Act.

Dist ribut ions

The preferred securities represent undivided beneficial interests in the assets of the trust. Distributions on the preferred
securities are cumulative and will accumulate from the date they are first issued at the annual rate of 6.20% of the $25 per
preferred security liquidation amount. Distributions will be payable quarterly in arrears on January 15, April 15, July 15 and



October 15 of each year, beginning January 15, 2004. Distributions not paid when due will accumulate additional
distributions, compounded quarterly, at the annual rate of 6.20% on the amount of unpaid distributions. The term
"distributions" includes any of these additional distributions. The amount of distributions payable for any period will be
computed on the basis of a 360-day year of twelve 30-day months and for any period shorter than a full quarterly period,
shall be computed based on the actual number of days elapsed per 90-day quarter.

If distributions are payable on a date that is not a Business Day (as defined at the end of this paragraph), payment will be
made on the next Business Day (and without any interest or other payment in respect for any delay). However, if the next
Business Day is in the next calendar year, payment of distributions will be made on the immediately preceding Business
Day. A "Business Day" means each Monday, Tuesday, Wednesday, Thursday or Friday which is not a day on which
banking institutions in The City of New York or the State of Maryland are authorized or obligated by law, regulation or
executive order to close.

Deferral of  Dist ribut ions

BGE may at any time and from time to time, so long as no event of default has occurred and is continuing under the junior
subordinated debentures, defer interest payments for up to 20 consecutive quarters. However, no deferral period will extend
beyond the maturity date of the junior subordinated debentures. The trust will similarly defer quarterly distributions on the
preferred securities during any deferral period, but the amount of distributions due to you would continue to accumulate at
the rate stated above, compounded quarterly to the extent permitted by law.

BGE has no current intention to exercise its right to defer interest payments on the junior subordinated debentures. If BGE
defers interest payments on the junior subordinated debentures, it would be subject to certain restrictions relating to the
payment of dividends on or purchases of its capital stock and payments on its debt securities ranking equal with or junior to
the junior subordinated debentures. See
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"DESCRIPTION OF THE JUNIOR SUBORDINATED DEBENTURES—Option to Defer Interest Payments on the Junior
Subordinated Debentures".

Payment  of  Dist ribut ions

Distributions on the preferred securities will be payable to holders named on the securities register of the trust on the
relevant record date. Payments on the preferred securities represented by a global security will be made in immediately
available funds to DTC, the depository for the preferred securities.

As long as the preferred securities are in book-entry only form, the record date for the payment of distributions will be one
Business Day prior to the distribution date. If the preferred securities are ever issued in certificated form, the record date for
the payment of distributions will be the 15th calendar day prior to the payment date of the distribution whether or not a
Business Day.

Redempt ion

When BGE pays the junior subordinated debentures at maturity on October 15, 2043 or upon early redemption, the Property
Trustee will use the proceeds to redeem a Like Amount of the preferred and common securities. BGE may shorten the
maturity of the subordinated debentures to a date not earlier than November 21, 2008. The Property Trustee will give you at
least 30 days, but not more than 60 days, notice before the redemption date. The preferred and (unless there is a default
under the junior subordinated debentures) common securities will be redeemed at a price equal to the liquidation amount of
$25 per security plus accrued and unpaid distributions to the date of redemption (the "Redemption Price").

If less than all the outstanding preferred and common securities are redeemed, then the aggregate liquidation amount of
preferred and common securities to be redeemed will be allocated 3% to the common securities holders, subject to the
exceptions as described in "DESCRIPTION OF THE PREFERRED SECURITIES—Subordination of Common Securities" and
97% to the preferred securities holders. The preferred and (unless there is a default under the junior subordinated
debentures) common securities to be redeemed will be selected by the Property Trustee by a method determined to be
fair and appropriate by it subject to the subordination provisions of the common securities provided that, so long as the
preferred securities are in book-entry form, such selection shall be made in accordance with the customary procedures for
the Clearing Agency for such book-entry preferred securities.

"Like Amount" means (a) with respect to a redemption of the preferred and common securities, the preferred and common
securities having an aggregate liquidation amount equal to the principal amount of junior subordinated debentures to be
paid in accordance with the Indenture, (b) with respect to a distribution of junior subordinated debentures to holders of
preferred and common securities in connection with a dissolution and liquidation of the trust, junior subordinated debentures
having a principal amount equal to the aggregate liquidation amount of the preferred and common securities in exchange
for which such junior subordinated debentures are distributed and (c) with respect to any distribution of Additional Amounts
to holders of preferred and common securities, junior subordinated debentures having a principal amount equal to the
liquidation amount of the preferred and common securities in respect of which such distribution is made.



"Liquidation Amount" means the stated amount of $25 per security.

Special Event  Redempt ion

If a Tax Event or an Investment Company Event, as BGE defines below (each a Special Event) has occurred and is
continuing, BGE may redeem the junior subordinated debentures, in whole but not in part. This will cause a mandatory
redemption of the preferred and common securities, in whole but not in part, at the Redemption Price within 90 days
following the occurrence of the Special Event.

"Tax Event" means that BGE will have received an opinion of counsel (which may be regular counsel to BGE or an affiliate
but not an
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employee and which must be reasonably acceptable to the Property Trustee) experienced in such matters to the effect that,
as a result of any

• amendment to, or change (including any announced prospective change) in, the laws (or any regulations
under those laws) of the United States or any political subdivision or taxing authority affecting taxation; or 

• interpretation or application of such laws or regulations by any court, governmental agency or regulatory
authority,

in each case, which amendment or change is enacted, promulgated, issued or announced or which interpretation or
application is issued or announced on or after the date of this prospectus, there is more than an insubstantial risk that:

• the trust is, or will be within 90 days of the date of the opinion of counsel, subject to United States federal
income tax with respect to interest received on the junior subordinated debentures; 

• interest payable by BGE to the trust on the junior subordinated debentures is not, or will not be within 90 days
of the date of the opinion of counsel, deductible, in whole or in part, for United States federal income tax
purposes; or 

• the trust is, or will be within 90 days of the date of the opinion of counsel, subject to more than a minimal
amount of other taxes, duties, assessments or other governmental charges.

"Investment Company Event" means the occurrence of a change in law or regulation or a change in interpretation or
application of law or regulation by any legislative body, court, governmental agency or regulatory authority to the effect that
the trust is or will be considered an "investment company" required to be registered under the Investment Company Act of
1940 and which change becomes effective on or after the date of this prospectus.

Redempt ion Procedures

The Property Trustee will give you at least 30 days but not more than 60 days prior notice of any redemption of preferred
and common securities. To the extent funds are available for payment the Property Trustee will irrevocably deposit with
DTC funds sufficient to pay the Redemption Price. Also at that time, the Property Trustee will give DTC irrevocable
instructions and authority to pay the Redemption Price to the holders of the preferred securities as further described under
"BOOK-ENTRY ISSUANCE". If the preferred securities are no longer in book-entry form, the Property Trustee will, to the
extent funds are available, irrevocably deposit with the paying agent sufficient funds to pay the Redemption Price for the
preferred and common securities being redeemed. The Property Trustee will also give the paying agent irrevocable
instructions and authority to pay the Redemption Price to the preferred and common securities holders upon surrender of
their securities. Distributions to be paid on or prior to the redemption date for any securities called for redemption will be
payable to the holders on the record dates for the related dates of distributions.

Once notice of redemption is given and funds are irrevocably deposited, all rights of the holders of the preferred and
common securities called for redemption will cease. The preferred and common securities holders will receive the
Redemption Price to the date of redemption and the securities will no longer be outstanding.

If any redemption date is not a Business Day, then the Redemption Price to the date of redemption will be payable on the
next Business Day (and without any interest or other payment in respect of any such delay), except that if the Business Day
is in the next calendar year, the Redemption Price will be payable on the preceding Business Day, in each case with the
same force and effect as if made on the redemption date.

If payment of the Redemption Price for any preferred and common securities called for redemption is improperly withheld or
refused and not paid either by the trust or by BGE pursuant to the Preferred Securities Guarantee,
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distributions on the preferred and common securities will continue to accumulate at the applicable rate from the original
redemption date to the date of payment. In this case, the actual payment date will be the redemption date for purposes of
calculating the Redemption Price.

BGE or its subsidiaries may at any time and from time to time purchase outstanding preferred securities by tender, in the
open market, or by private agreement.

Subordinat ion of  Common Securit ies

Payment of distributions on, and the redemption amount of, the preferred and common securities will be made pro- rata
based on the aggregate liquidation amounts of the preferred and common securities. However, if a Debenture Event of
Default has occurred and is continuing, no payments may be made on the common securities unless all unpaid amounts on
the preferred securities have been provided for or paid in full.

If a Debenture Event of Default has occurred and is continuing, the common securities holder will be deemed to have
waived any right to act with respect to the Debenture Event of Default or any related Declaration Event of Default until such
Event of Default has been cured, waived or eliminated. Until any Declaration Events of Default with respect to the preferred
securities have been cured, waived or eliminated, the Property Trustee will act solely on the behalf of holders (other than
BGE) of the preferred securities and only such holders will have the right to direct the Property Trustee to act on such
holders' behalf.

Liquidat ion Dist ribut ion Upon Dissolut ion

The Declaration states that the trust shall be dissolved on the earliest to occur of:

• the expiration of the term of the trust; 

• the occurrence of a Bankruptcy Event in respect of a bankruptcy, dissolution or liquidation of BGE or an
acceleration of the maturity of the junior subordinated debentures; 

• the distribution of the junior subordinated debentures directly to the holders of the preferred and common
securities, at the optional election of BGE. For this distribution, BGE must give at least 30 days written notice
prior to distribution to the trustees; 

• the redemption of all of the common and preferred securities; and 

• a court order for the dissolution of the trust is entered.

If dissolution of the trust occurs as described in the second or fifth bullets above, the trustees shall liquidate the trust as
quickly as possible. If a dissolution of the trust occurs as described in the third bullet above, the trustees shall liquidate the
trust on the date of distribution of the junior subordinated debentures specified by BGE in its notice delivered pursuant to the
Declaration. After paying all amounts owed to creditors, the trustees will distribute to the holders of the preferred and
common securities either:

1) a Like Amount of junior subordinated debentures; or 

2) if the distribution of the junior subordinated debentures is determined by the Property Trustee not to be practical,
cash equal to the aggregate liquidation amount per preferred and common security, plus accumulated and unpaid
distributions thereon to the date of payment.

If the trust cannot pay the full amount due on its preferred and common securities because insufficient assets are available
for payment, then the amounts payable by the trust on its preferred and common securities shall be paid pro- rata, except
that if a Debenture Event of Default has occurred and is continuing, the total amounts due on the preferred securities shall
be paid before any distribution on the common securities.

Event  of  Default

Any one of the following is a "Declaration Event of Default" under the Declaration with respect to the preferred securities
(whatever the reason for such Declaration Event of Default and
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whether it shall be voluntary or involuntary) or be effected by operation of law or pursuant to any judgment, decree or order
of any court or any order, rule or regulation of any administrative or governmental body:



        (a)   the occurrence of a Debenture Event of Default;

        (b)   default by the trust in the payment of any distribution when it becomes due and payable, and continuation of such
default for a period of 30 days; or

        (c)   default by the trust in the payment of the Redemption Price of any preferred or common security when it becomes
due and payable; or

        (d)   default in the performance, or breach, in any material respect, of any covenant or warranty of the trustees in the
Declaration (other than those specified in clause (b) or (c) above) and continuation of such default or breach for a period of
60 days after there has been given, by registered or certified mail, to the trustees and to BGE by the holders of at least
25% in aggregate liquidation amount of the Outstanding Preferred Securities a written notice specifying such default or
breach and requiring it to be remedied and stating that such notice is a "Notice of Default" under the Declaration; or

        (e)   the occurrence of certain events of bankruptcy or insolvency with respect to the Property Trustee and the failure of
BGE to appoint a successor Property Trustee within 90 days thereof.

Within 90 days after the occurrence of a Declaration Event of Default known to the Property Trustee, the Property Trustee
will notify the holders of the preferred and common securities, the Administrative Trustee and BGE, unless the Declaration
Event of Default has been cured or waived.

BGE and the Administrative Trustee must file annually with the Property Trustee a certificate stating whether or not they are
in compliance with all the applicable conditions and covenants under the Declaration.

If the Property Trustee fails to enforce its rights under the Declaration or the Indenture to the fullest extent permitted by law
and subject to the terms of the Declaration and the Indenture, any holder of the preferred securities may sue BGE, or seek
other remedies, to enforce the Property Trustee's rights under the Declaration or the Indenture with respect to junior
subordinated debentures having a principal amount equal to the liquidation amount of the preferred securities of such holder
without first instituting a legal proceeding against the Property Trustee or any other person.

If any action under the Indenture is entitled to be taken by the holders of at least a specified percentage of the principal
amount of the junior subordinated debentures, holders of the same percentage of the liquidation amount of preferred
securities may take such action if it is not taken by the Property Trustee. However, if BGE fails to pay principal, premium or
interest on the junior subordinated debentures, then a holder of preferred securities may sue BGE, or seek other remedies,
to collect its pro- rata share of payments owed.

Removal of  Trustees

Unless a Debenture Event of Default has occurred and is continuing, any trustee may be removed and replaced at any time
by the holder of the common securities. If a Debenture Event of Default has occurred and is continuing, the Property Trustee
and the Delaware Trustee may be removed and replaced only by the holders of at least a Majority in liquidation amount of
the preferred securities then Outstanding. Only the holder of the common securities has the right to remove or replace the
Administrative Trustee. No resignation or removal of any of the trustees and no appointment of a successor trustee shall be
effective until the acceptance of appointment by the successor trustee in accordance with the provisions of the Declaration.

Co-Trustees and Separate Property Trustee

Unless a Declaration Event of Default has occurred and is continuing, the holder of the common securities and the
Administrative Trustee shall have the power:

• to appoint one or more persons approved by the Property Trustee either to act as
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co- trustee, jointly with the Property Trustee, of all or any part of the trust property, or to act as separate trustee
of any trust property, in either case with the powers as may be provided in the instrument of appointment; and

• to vest in such person(s) in such capacity any property, title, right or power deemed necessary or desirable,
subject to the provisions of the Declaration.

If a Debenture Event of Default has occurred and is continuing, only the Property Trustee may appoint a co- trustee or
separate property trustee.

Merger or Consolidat ion of  Trustees

If any of the trustees merge, convert, or consolidate with or into another entity or sells its trust operations to another entity,
the new entity shall automatically be the successor of such trustee under the Declaration, provided such corporation or other
entity shall otherwise be qualified and eligible to be a trustee.



Mergers, Consolidat ions, Amalgamat ions or Replacements of  the Trust

The trust may not merge with or into, consolidate, amalgamate, or be replaced by, or convey, transfer or lease all or
substantially all of its properties and assets to any other entity (Merger Event), except as described below. The trust may, at
BGE's request, with the consent of the Administrative Trustee and without the consent of the holders of its preferred
securities, merge with or into consolidate, amalgamate or be replaced by another trust provided that:

• the successor entity either (1) expressly assumes all of the obligations of the trust relating to the preferred
securities or (2) substitutes for the preferred securities other securities having substantially similar terms to
such preferred securities (successor securities) so long as the successor securities rank the same as the
preferred securities for distributions and payments upon redemption and liquidation; 

• BGE expressly appoints a trustee of such successor entity who has the same powers and duties as the
Property Trustee with respect to the junior subordinated debentures; 

• the successor securities are listed or any successor securities will be listed upon notification of issuance, on
any national securities exchange or other organization on which the preferred securities are listed, if any; 

• the Merger Event does not cause the preferred securities or successor securities to be downgraded by any
nationally recognized statistical rating agency; 

• the Merger Event does not adversely affect the material rights, preferences and privileges of the holders of the
preferred securities or successor securities in any material way; 

• the successor entity has a purpose substantially identical to that of the trust; 

• prior to the Merger Event, BGE has received an opinion of counsel to the effect that (1) such Merger Event
does not adversely affect the rights, preferences or privileges of the holders of the preferred securities or any
successor securities in any material way, and (2) following the Merger Event, neither the trust nor the
successor entity will be required to register as an investment company under the Investment Company Act of
1940, as amended; and 

• BGE owns all of the common securities of the successor entity and guarantees its obligations under the
successor securities at least to the extent provided by the Preferred Securities Guarantee and the Declaration.

Notwithstanding the foregoing, the trust shall not, except with the consent of holders of 100% in liquidation amount of the
preferred securities engage in a Merger Event that would cause the trust or the successor entity to be classified as an
association taxable as a corporation or as other than a grantor trust for United States Federal income tax purposes.

There are no provisions that afford holders of any preferred securities protection in the event of a sudden and dramatic
decline in credit quality of BGE resulting from any highly leveraged transaction, takeover, merger,

25

recapitalization or similar restructuring or change in control of BGE. Nor are there any provisions that require the repurchase
of any preferred securities upon a change in control of BGE.

Vot ing Rights; Amendment  of  Declarat ion

The holders of the preferred securities have no voting rights except as discussed under "DESCRIPTION OF THE
PREFERRED SECURITIES GUARANTEE—Amendments and Assignment", and as otherwise required by law and the
Declaration.

BGE and the trustees may amend the Declaration without the consent of the holders of the preferred securities:

• to cure any ambiguity, correct or supplement any provisions in the Declaration that may be inconsistent with
any other provision, or to make any other provisions with respect to matters or questions arising under the
Declaration, which shall not be inconsistent with the other provisions of the Declaration provided that any such
amendment does not adversely affect the interests of any holder of preferred or common securities, or 

• to modify, eliminate or add to any provisions of the Declaration to such extent as shall be necessary to ensure
that the trust will be classified for United States federal income tax purposes as a grantor trust and as other
than an association taxable as a corporation or partnership at all times that any trust securities are
outstanding, to ensure that the junior subordinated debentures will be treated as indebtedness of BGE or to
ensure that the trust will not be required to register as an "investment company" under the Investment Company
Act; provided however, that such amendments do not adversely affect in any material respect the rights of the
holders of the preferred securities. Any amendments of the Declaration shall become effective when notice



thereof is given to the holders of trust securities.

BGE and the trustees may, with (1) the consent of the holders of at least a Majority in the liquidation amount of all
outstanding preferred securities, (2) an opinion of counsel stating that the action taken will not affect the trust's status as a
grantor trust for federal income tax purposes, nor will the action affect the characterization of the junior subordinated
debentures as debt for federal income tax purposes, and (3) an opinion of counsel stating that the action taken will not
affect the trust's exemption from regulation as an investment company under the Investment Company Act of 1940, amend
the Declaration for any other reason except to:

• change the amount, timing or currency or otherwise adversely affect the method of payment of any distribution
or liquidation amount on the preferred or common securities; 

• restrict the right of a preferred security holder to institute suit for enforcement of any distribution or liquidation
amount on the preferred or common securities;

The changes described above require the approval of each holder of the preferred securities affected.

So long as any junior subordinated debentures are held by the Property Trustee on behalf of the trust, the trustees shall not:

• direct the time, method and place of conducting any proceeding for any remedy available to the Debenture
Trustee or execute any trust or power conferred on the Debenture Trustee with respect to the junior
subordinated debentures held by the trust; 

• waive any past default under the Indenture; 

• cancel an acceleration of the principal of the junior subordinated debentures; or 

• agree to any change in the Indenture, where approval is required.

The trustees cannot change anything previously approved by the preferred securities holders without getting those holders
to approve the change. The Property Trustee shall notify all preferred securities holders of any notice received from the
Debenture Trustee as a result of the trust being the holder of the junior subordinated debentures.
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In addition, prior to taking any of the foregoing actions, the trustees must obtain an opinion of counsel stating that the trust
will continue to be classified as a grantor trust for federal income tax purposes.

As described in the Declaration, the Property Trustee may hold a meeting to have the preferred securities holders vote on
a change or have them approve the change by written consent.

If a vote of preferred securities holders is taken or a consent is obtained, any preferred securities that are owned by BGE,
the trustees or any affiliate of any of them will, for purposes of the vote or consent, be treated as if they were not
outstanding.

Payment  and Paying Agency

Payments in respect of preferred securities represented by global certificates shall be made to DTC as described under
"BOOK-ENTRY ISSUANCE." If any preferred securities are not represented by global certificates, such payments shall be
made by check mailed to the address of the holder entitled thereto as such address shall appear on the Register. The
paying agent (the "Paying Agent") shall initially be the Property Trustee and any co-paying agent chosen by the Property
Trustee and acceptable to the Administrative Trustee and BGE. Payment will be made at the corporate trust office of the
Property Trustee, as Paying Agent, in New York. That office is currently located at 101 Barclay Street, New York, New York
10286. The Paying Agent shall be permitted to resign as Paying Agent upon 30 days' written notice to the Property Trustee
and BGE. In the event that the Property Trustee shall no longer be the Paying Agent, the Administrative Trustee shall
appoint a successor (which shall be a bank or trust company acceptable to the Administrative Trustee and BGE) to act as
Paying Agent.

Regist rar and Transfer Agent

The Property Trustee will act as the initial registrar and transfer agent for the preferred securities.

Registration of transfers or exchanges of preferred securities will be effected without charge by or on behalf of the trust, but
upon payment of any tax or other governmental charges that may be imposed in connection with any transfer or exchange.
The trust will not be required to register or cause to be registered the transfer of its preferred securities after such preferred
securities have been called for redemption or after the liquidation date.

Informat ion Concerning the Property Trustee



For matters relating to complying with the Trust Indenture Act, the Property Trustee will have all of the duties and
responsibilities as an indenture trustee under the Trust Indenture Act. The Property Trustee, other than during the occurrence
and continuance of a Declaration Event of Default, undertakes to perform only such duties as are specifically set forth in the
Declaration and, upon the occurrence of a Declaration Event of Default, must use the same degree of care and skill in the
exercise thereof as a prudent person would exercise or use in the conduct of his or her own affairs. Subject to this provision,
the Property Trustee is under no obligation to exercise any of the powers given it by the Declaration at the request of any
holder of preferred securities unless it is offered reasonable security or indemnity against the costs, expenses and liabilities
that it might incur thereby.

If no Declaration Event of Default has occurred and is continuing, and the Property Trustee is required to decide between
alternative courses of action, construe ambiguous provisions in the Declaration or is unsure of the application of any
provisions of the Declaration, and the matter is not one on which holders of preferred securities are entitled under the
Declaration to vote, then the Property Trustee shall take such action as is directed by BGE and, if not so directed, may take
such action as it deems advisable and in the best interests of the holders of the common and preferred securities of the
trust and will have no liability except for its own negligent action, negligent failure to act or willful misconduct.
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Miscellaneous

The Administrative Trustee is authorized and directed to conduct the affairs of and to operate the trust in such a way that

• the trust will not be deemed to be an "investment company" required to be registered under the Investment
Company Act or to be classified as an association taxable other than as a grantor trust for federal income tax
purposes and; 

• the junior subordinated debentures held by the trust will be treated as indebtedness of BGE for federal income
tax purposes.

In this connection, BGE and the Administrative Trustee are authorized to take any action, not inconsistent with applicable
law, the certificate of trust or the Declaration, that BGE and the Administrative Trustee determine in their discretion to be
necessary or desirable for such purposes.

Holders of the preferred securities have no preemptive or similar rights. The trust may not borrow money, issue debt,
execute mortgages or pledge any of its assets.

Except as otherwise provided in the Declaration, any action requiring the consent or vote of the trustees shall be approved
by the Administrative Trustee.

Governing Law

The Declaration will be governed by and construed in accordance with the laws of the State of Delaware, without regard to
conflict of law principles.

DESCRIPTION OF THE JUNIOR SUBORDINATED DEBENTURES

The junior subordinated debentures are to be issued under an Indenture, dated as of June 15, 1998, as supplemented from
time to time (as so supplemented, the "Indenture"), between BGE and The Bank of New York, as trustee (the "Debenture
Trustee"). The Indenture is qualified under the Trust Indenture Act. The junior subordinated debentures will be established
as a series of securities under the Indenture pursuant to an indenture supplemental to the Indenture, an officers' certificate or
a resolution of BGE's Board of Directors or a committee thereof. The Indenture and form of supplemental indenture are
exhibits to the registration statement of which this prospectus forms a part.

General

The junior subordinated debentures will be unsecured and will be subordinate and junior in priority of payment to certain of
BGE's other indebtedness which is described under "DESCRIPTION OF THE JUNIOR SUBORDINATED DEBENTURES—
Subordination." The Indenture does not limit the amount of junior subordinated debentures which BGE may issue, nor does
it limit BGE from issuing any other secured or unsecured debt.

Concurrently with the issuance of the preferred securities, the trust will invest the proceeds of the preferred securities and the
consideration BGE pays for the common securities, in the junior subordinated debentures that BGE issues. The junior
subordinated debentures initially will be issued in an aggregate principal amount equal to $257,731,975, which is the sum
of the maximum aggregate, stated liquidation amounts of the preferred securities and the common securities.

Interest  on the Junior Subordinated Debentures

The junior subordinated debentures will bear interest at the annual rate of 6.20% of their principal amount, payable quarterly



The junior subordinated debentures will bear interest at the annual rate of 6.20% of their principal amount, payable quarterly
in arrears on January 15, April 15, July 15 and October 15 of each year (each, an interest payment date) commencing on
January 15, 2004, to the person in whose name each junior subordinated debenture is registered, subject to certain
exceptions, at the close of business on the regular record date for such interest installment, which, in the respect of (i) junior
subordinated debentures of which the Property Trustee is the holder and the preferred securities are in book-entry only form
or (ii) a global debenture, shall be the close of business on the business day next preceding that interest payment date.
Notwithstanding the foregoing sentence, if (i) the junior subordinated debentures are held
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by the Property Trustee and the preferred securities are no longer in book-entry form or (ii) the junior subordinated
debentures are not held by the Property Trustee and not represented by a global debenture, the regular record date for
such interest installment shall be the 15th calendar day preceding such interest payment date (whether or not a Business
Day). It is anticipated that, until any liquidation of the trust, the junior subordinated debentures will be held in the name of the
Property Trustee in trust for the benefit of the holders of the common and preferred securities. The amount of interest
payable for any period will be computed on the basis of a 360-day year of twelve 30-day months and the amount of
interest payable for any period shorter than a full quarterly period will be computed on the basis of the actual number of
days elapsed in such 90-day period. If any date on which interest is payable on the junior subordinated debentures is not a
Business Day, then payment of the interest payable on that date will be made on the next succeeding day that is a
Business Day (and without any interest or other payment in respect of any such delay), except that if such Business Day is
in the next succeeding calendar year, such payment shall be made on the immediately preceding Business Day, in each
case with the same force and effect as if made on such date. Accrued interest that is not paid on the interest payment date
will bear compounded interest to the extent permitted by law at the annual rate of 6.20% compounded quarterly from the
interest payment date ("Compounded Interest"). The term "interest" as used in this prospectus includes quarterly interest
payments, interest on quarterly interest payments not paid on the interest payment date and Additional Interest, which are
described below under "—Additional Interest BGE May Have to Pay on the Junior Subordinated Debentures."

Subordinat ion of  the Junior Subordinated Debentures

The junior subordinated debentures will be unsecured and will rank junior and be subordinate in right of payment to all of
BGE's Senior Indebtedness. At September 30, 2003, BGE's Senior Indebtedness totaled approximately $1.95 billion. The
junior subordinated debentures will rank on a parity with any other series of junior subordinated debentures that BGE and
the trust may issue under the Indenture and will be unsecured and subordinate and junior in right of payment to all of BGE's
Senior Indebtedness. The Indenture does not limit BGE's incurrence or issuance of other secured or unsecured debt,
including senior indebtedness, whether under the Indenture or any existing or other indenture that BGE may enter into in the
future or otherwise. BGE expects from time to time to incur additional indebtedness constituting Senior Indebtedness.

Opt ion to Defer Interest  Payments on the Junior Subordinated Debentures

So long as no Debenture Event of Default has occurred and is continuing, BGE has the right under the Indenture at any time
or from time to time during the term of the junior subordinated debentures to defer payment of interest on the junior
subordinated debentures for a period not exceeding 20 consecutive quarters with respect to each deferral period. No
deferral period, however, may extend beyond the maturity date of the junior subordinated debentures, which is October 15,
2043, and no interest will be due and payable until the end of the deferral period, except upon a redemption of the junior
subordinated debentures during a deferral period. At the end of a deferral period, BGE must pay all interest then accrued
and unpaid on the junior subordinated debentures, together with Compounded Interest. BGE may pay at any time all or any
portion of the interest accrued to that point during a deferral period. During a deferral period, interest will continue to accrue
and holders of junior subordinated debentures or holders of preferred securities while that series is outstanding will be
required to accrue interest income for United States federal income tax purposes. For more information about the tax
consequences of an extension period, see "UNITED STATES FEDERAL INCOME TAX CONSEQUENCES—Interest Income
and Original Issue Discount."
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During any deferral period, BGE may not:

1. declare or pay any dividend on, make any distributions, or redeem, purchase, acquire, or make a liquidation
payment on any shares of BGE's capital stock or make any related guarantee payment other than: 

• as a result of a reclassification of its capital stock or the exchange or conversion of one class or series of its
capital stock for another class or series of its capital stock; 

• any declaration of a dividend in connection with the implementation of a shareholder rights plan, the issuance
of stock under any plan in the future, or the redemption or repurchase of any rights pursuant to any plan; 

• purchases of its common stock related to the issuance of stock under any of BGE's benefit plans for its
directors, officers or employees; 



• obligations under any BGE dividend reinvestment or stock purchase plan; or 

• purchases of fractional interests in shares of BGE capital stock pursuant to the conversion or exchange
provisions of the capital stock or security being converted or exchanged; 

2. make any payment of interest, principal or premium, if any, on or repay, repurchase or redeem any debt securities
issued by BGE which rank equal with or junior to the junior subordinated debentures; and 

3. make any guarantee payments on these securities (other than pursuant to the Preferred Securities Guarantee and
any similar guarantee with respect to preferred securities of an entity holding securities issued by BGE under the
Indenture).

The restrictions described above in clauses 1, 2 and 3 will also apply if there occurs and is continuing a default under the
Indenture or if BGE defaults on its obligations under the Preferred Securities Guarantee.

Prior to the termination of any deferral period, BGE may further extend the interest payment period. However, the deferral
period, together with all such previous and further extensions, may not exceed 20 consecutive quarters or extend beyond
the maturity date of the junior subordinated debentures. After the termination of any deferral period and the payment of all
amounts due, BGE may decide to begin a new deferral period, subject to the above requirements.

If the Property Trustee is the sole holder of the junior subordinated debentures, BGE will give the Administrative Trustee and
the Property Trustee notice of its selection of any deferral period one Business Day prior to the earlier of:

• the next date distributions on the preferred securities would be payable but for such deferral; or 

• the date the trust is required to give notice to the New York Stock Exchange (or other applicable self-
regulatory organization) or to holders of the preferred securities of the record date or the date any distribution
is payable.

If the Property Trustee is not the sole holder of the junior subordinated debentures, BGE will give the junior subordinated
debenture holders notice of its selection of any deferral period at least one Business Day prior to the earlier of:

• the next regular record date; or 

• the date upon which BGE is required to give notice to the New York Stock Exchange (or other applicable self-
regulatory organization) or to holders of the junior subordinated debentures of the record or payment date of
any related interest payment.

Addit ional Interest  BGE May Have to Pay on the Junior Subordinated Debentures

If the trust or the Property Trustee is required to pay any additional taxes, duties assessments, or other governmental
charges (other than United States federal income taxes attributable to trust property) as a result of a tax event, BGE will pay
as Additional Interest on the junior subordinated debentures the amounts required so that the distributions payable by the
trust will

30

not be reduced as a result of any additional taxes, duties or other governmental charges.

Pursuant to the Declaration, BGE, as the holder of the common securities, will agree to pay all debts and other obligations,
other than with respect to the preferred securities, and all costs and expenses of the trust. The expenses include costs and
expenses relating to the organization of the trust, the fees and expenses of the trustees and the costs and expenses
relating to the operation of the trust, but do not include expenses that give rise to Additional Interest.

Dist ribut ion of  the Junior Subordinated Debentures

If the Property Trustee distributes the junior subordinated debentures to the preferred and common securities holders upon
dissolution and liquidation of the trust, the junior subordinated debentures will be issued in denominations of $25 and
integral multiples thereof. BGE anticipates that the junior subordinated debentures would be distributed in the form of one or
more global securities and DTC, or any successor depository, for the preferred securities, would act as depository for the
junior subordinated debentures. It is anticipated that the depositary arrangements for the junior subordinated debentures
would be substantially identical to those in effect for the preferred securities.

For a description of DTC and the terms of the depositary arrangements relating to payments, transfers, voting rights,
redemption and other notices and other matters, see "DESCRIPTION OF THE PREFERRED SECURITIES—Payment and
Paying Agency and "BOOK-ENTRY ISSUANCE". If junior subordinated debentures are distributed to the holders of
preferred and common securities in exchange for them upon liquidation of the trust, BGE will use its best efforts to list the
junior subordinated debentures on the New York Stock Exchange. There can be no assurance as to the market price of any



junior subordinated debentures that may be distributed to the holders of preferred and common securities.

The Indenture does not contain any provisions that would provide protection to holders of the junior subordinated
debentures against a sudden and dramatic decline in credit quality of BGE resulting from any highly leveraged transaction,
takeover, merger, recapitalization or similar restructuring or change in control.

The Indenture allows BGE to merge or consolidate with another company, or to sell all or substantially all of BGE's assets
to another company provided that certain conditions are satisfied. If these events occur, the other company will be required
to assume BGE's responsibilities relating to the junior subordinated debentures, and BGE will be released from all liabilities
and obligations. See "DESCRIPTION OF THE JUNIOR SUBORDINATED DEBENTURES—Consolidation, Merger or Sale"
for a more detailed discussion.

The Indenture provides that BGE and the Debenture Trustee may change certain of their obligations or certain of your rights
concerning the junior subordinated debentures. However, to change the amount or timing of principal, interest or other
payments or redemption terms under the junior subordinated debentures, every holder must consent. See "DESCRIPTION
OF THE JUNIOR SUBORDINATED DEBENTURES—Modification of Subordinated Indenture; Waiver" for a more detailed
discussion.

Consolidat ion, Merger or Sale

The Indenture provides that BGE may not consolidate or merge with or into any other corporation (whether or not BGE is the
surviving corporation), or sell, assign, transfer or lease all or substantially all of its properties and assets as an entirety or
substantially as an entirety to any entity or group of affiliated entities, in one transaction or a series of related transactions,
unless:

• BGE shall be the continuing entity, or the entity (if other than BGE) formed by such consolidation or with which
or into which BGE is merged or the entities (or group of affiliated entities) to which all or substantially all of
BGE's properties and assets are sold, assigned, transferred or leased is a corporation (or constitute
corporations) organized under
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the laws of the United States or any State or the District of Columbia and expressly assumes, by an indenture
supplemental to the Indenture, all of BGE's obligations under the junior subordinated debentures and the
Indenture executed and delivered to the Debenture Trustee in form satisfactory to the Debenture Trustee;

• immediately before and after the transaction no Debenture Event of Default, and no default, under the
Indenture shall have occurred and be continuing; 

• BGE shall have delivered to the Debenture Trustee an officer's certificate and an opinion of counsel, each
stating that such consolidation, merger or transfer and such supplemental indenture complies with the Indenture
and such other conditions as may be established in connection with the issuance of the applicable junior
subordinated debentures.

The general provisions of the Indenture do not afford holders of the junior subordinated debentures protection in the event of
a highly leveraged transaction, takeover, merger, recapitalization or similar restructuring or change in control or other
transaction involving BGE that may adversely affect holders of the junior subordinated debentures.

Events of  Default

The following are Debenture Events of Default under the Indenture with respect to any series of junior subordinated
debentures issued:

• failure to pay interest, including Compounded Interest, when due and such failure continues for 30 days and
the time for payment has not been extended or deferred; 

• failure to pay the principal (or premium, if any) when due, excluding BGE's failure to deposit money for a
redemption at BGE's option; 

• failure to observe or perform any other covenant, warranty or agreement contained in the junior subordinated
debentures or in the Indenture (other than a covenant, agreement or warranty included in the Indenture solely
for the benefit of another series of junior subordinated debentures), and such failure continues for a period of
60 days after BGE receives notice from the Debenture Trustee or holders of at least 25% in aggregate
principal amount of the outstanding junior subordinated debentures of that series; and 

• certain events of bankruptcy, insolvency or reorganization.

The Indenture provides that the Debenture Trustee shall, within 30 days after the occurrence of any default or Debenture
Event of Default, give the holders of junior subordinated debentures notice of all uncured defaults or Debenture Events of



Default known to it (the term "default" includes any event which after notice or passage of time or both would be a
Debenture Event of Default). However, except in the case of a Debenture Event of Default or a default in payment of the
principal, premium or interest on any junior subordinated debentures, the Debenture Trustee shall be protected in
withholding such notice if and so long as the board of directors, the executive committee or directors or Responsible
Officers of the Debenture Trustee in good faith determine that the withholding of notice is in the interest of the holders of
junior subordinated debentures.

If a Debenture Event of Default (other than due to events of bankruptcy, insolvency or reorganization) occurs and is
continuing, the Debenture Trustee or the holders of at least 25% in aggregate principal amount of the outstanding junior
subordinated debentures by notice in writing to BGE (and to the Debenture Trustee if notice is given by such holders), may
declare the unpaid principal of and accrued interest, if any, to the date of acceleration on all the outstanding junior
subordinated debentures to be due and payable immediately and, upon any such declaration, the junior subordinated
debentures shall become immediately due and payable.

If a Debenture Event of Default occurs due to bankruptcy, insolvency or reorganization, all unpaid principal of and accrued
interest on the outstanding junior subordinated debentures will become immediately due and payable without any
declaration or other act on the part of the Debenture Trustee or any holder of any junior subordinated debenture.
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The holders of not less than a majority in principal amount of the outstanding junior subordinated debentures (or if such
junior subordinated debentures are held by the trust, the holders of at least a Majority in Liquidation Amount of the preferred
securities) may waive any default or Debenture Event of Default and its consequences, except:

1) defaults or Debenture Events of Default regarding payment of principal, premium or interest, including Compounded
Interest; or 

2) provisions of the Indenture that cannot be modified without the consent of all the holders of the affected series.

Any such waiver shall cure such default or Debenture Event of Default.

If a Debenture Event of Default with respect to the junior subordinated debentures has occurred and is continuing and such
event is attributable to the failure of BGE to pay interest or principal on such junior subordinated debentures on the date
such interest or principal is due and payable, a holder of the preferred securities may institute a legal proceeding directly
against BGE for enforcement of payment to such holder of the principal of or interest on the junior subordinated debentures,
including any Compounded Interest, having a principal amount equal to the aggregate liquidation amount of the preferred
securities of such holder (a "Direct Action"). BGE may not amend the Indenture to remove the foregoing right to bring a
Direct Action without the prior written consent of the holders of all of the preferred securities outstanding. If the right to bring a
Direct Action is removed, the trust may become subject to the reporting obligations under the Exchange Act. BGE shall
have the right under the Indenture to set-off any payment made to such holder of the preferred securities by BGE in
connection with a Direct Action.

The holders of the preferred securities will not be able to exercise directly any remedies other than those set forth in the
preceding paragraph available to the holders of the junior subordinated debentures unless there shall have been a
Declaration Event of Default. See "DESCRIPTION OF THE PREFERRED SECURITIES—Events of Default".

Subject to the terms of the Indenture, if an event of default shall occur and be continuing, the Debenture Trustee will be
under no obligation to exercise any of its rights or powers under the Indenture at the request or direction of any of the
holders, unless such holders have offered the Debenture Trustee reasonable indemnity. The holders of a majority in
principal amount of the outstanding junior subordinated debentures will have the right to direct the time, method and place of
conducting any proceeding for any remedy available to the Debenture Trustee, or exercising any trust or power conferred
on the Debenture Trustee, with respect to the junior subordinated debentures, provided that:

• it is not in conflict with any law or the Indenture; 

• the Debenture Trustee may take any other action deemed proper by it which is not inconsistent with such
direction; and 

• subject to its duties under the Trust Indenture Act, the Debenture Trustee need not take any action that might
involve the Debenture Trustee in personal liability or might be unduly prejudicial to the holders not involved in
the proceeding.

No holder of the junior subordinated debentures will have any right to institute a proceeding under the Indenture or to
appoint a receiver or trustee, or to seek other remedies unless:

• the holder has given to the Debenture Trustee written notice of a continuing Debenture Event of Default; 

• the holders of at least 25% in aggregate principal amount of the outstanding junior subordinated debentures
have made written request, and the holder(s) have offered reasonable indemnity to the Debenture Trustee to



institute such proceedings as trustee; and 

• the Debenture Trustee has failed to institute such proceeding, and has not received from the holders of a
majority in aggregate principal amount of the outstanding junior
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subordinated debentures of any series other conflicting directions within 60 days after such notice, request and
offer.

These limitations do not apply to a suit instituted by a holder of a junior subordinated debenture if BGE defaults in the
payment of the principal, premium or interest on the junior subordinated debenture.

The Indenture requires that BGE periodically file statements with the Debenture Trustee regarding its compliance with
certain of the covenants in the Indenture. BGE must report any Debenture Event of Default or default with respect to any
junior subordinated debentures that it knows of.

Modif icat ion of  Subordinated Indenture; Waiver

BGE and the Debenture Trustee may change the Indenture without the consent of any holders with respect to certain
matters, including:

• to fix any ambiguity, defect or inconsistency or to change any provision which may be inconsistent with any
other provision of the Indenture; and 

• to change anything that does not materially adversely affect the interests of any holder of junior subordinated
debentures or the preferred securities if they are outstanding.

In addition, under the Indenture, BGE's rights and obligations and the rights of holders of the junior subordinated debentures
may be changed by BGE and the Debenture Trustee with the written consent of the holders of at least a majority in
aggregate principal amount of the outstanding junior subordinated debentures. However, the following changes may not be
made without the consent of each holder of any outstanding junior subordinated debentures affected:

• change the Stated Maturity of the principal of, or any installment of principal of or interest on, any such junior
subordinated debentures; 

• reduce the principal amount, or the rate of interest, or any premium payable upon the redemption of any such
junior subordinated debentures; 

• change the place of payment, or currency, for payment of principal of (or premium, if any) or interest; 

• impair the right to institute suit for the enforcement of any payment; 

• change any of the provisions discussed above or provisions relating to the waiver of certain past defaults or
certain covenants; 

• change the provisions of the Indenture relating to the subordination of the junior subordinated debentures in a
manner adverse to the holders; 

• reduce the percentage in principal amount of outstanding junior subordinated debentures of any series
necessary to change the Indenture, or to waive compliance with certain provisions or defaults or events of
default under the Indenture and their consequences; or 

• change the redemption provisions of any junior subordinated debenture in a manner adverse to the holder.

The Indenture provides that if any of the junior subordinated debentures are held by the trust, BGE and the Debenture
Trustee shall not enter into any supplemental indenture for the purposes of adding any provisions to, or changing in any
manner or eliminating any of the provisions of, the Indenture, that adversely affects the holders of the preferred securities of
the trust without the prior consent of the holders of each preferred security.

Defeasance and Covenant  Defeasance

The Indenture provides that BGE may elect either:

(A) to defease and be discharged from any and all obligations with respect to such junior subordinated debentures then
outstanding ("defeasance"), except for the obligations to register the transfer or exchange of such junior subordinated
debentures; to replace temporary or mutilated, destroyed, lost or stolen junior subordinated debentures; to maintain an



office or agency in respect of the junior subordinated debentures; and to hold moneys for payment in trust; or
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(B) to be released from its obligations with respect to such junior subordinated debentures then outstanding under any
sections of the Indenture applicable to such junior subordinated debentures that are subject to covenant defeasance
("covenant defeasance") except for the obligations to register the transfer or exchange of such junior subordinated
debentures; to replace temporary or mutilated, destroyed, lost or stolen junior subordinated debentures; to maintain an
office or agency in respect of the junior subordinated debentures; to properly apply money collected; to restore the rights
and remedies of the trustees and the holders under the Indenture after a proceeding to enforce such rights or remedy has
been discontinued, abandoned or determined adversely; to appoint successor trustees, if a trustee should resign, be
removed or become incapable of acting; to pay the principal of, and premium if any, and interest on the junior subordinated
debentures; to file with the trustee certain reports filed with the SEC; to waive any stays, extension laws or usury laws; and to
hold moneys for payment in trust. BGE may omit to comply with and will have no liability in respect of any term, condition or
limitation in the Indenture, except as noted above, and such omission to comply will not constitute an Event of Default.

As a condition to defeasance or covenant defeasance, BGE must:

• deposit with the Debenture Trustee, under the terms of an irrevocable trust agreement, money or U.S.-
Government Obligations sufficient to pay all remaining indebtedness on the junior subordinated debentures; 

• in the case of defeasance under clause (A) above, deliver to the trustee either a ruling directed to the trustee
received from the Internal Revenue Service, or an opinion of counsel (as defined in the Indenture) based on
such ruling or on a change in the applicable federal income tax law since the date of the Indenture, in either
case to the effect that, and based thereon such opinion shall confirm that, the holders of junior subordinated
debentures will not recognize income, gain or loss for federal income tax purposes as a result of such
defeasance and will be subject to federal income tax on the same amounts, in the same manner and at the
same times as would have been the case if such defeasance had not occurred; 

• in the case of covenant defeasance under clause (B) above, deliver to the trustee an opinion of counsel (as
defined in the Indenture) or a ruling directed to the trustee received from the Internal Revenue Service to the
effect that the holders of junior subordinated debentures will not recognize income, gain or loss for federal
income tax purposes as a result of such covenant defeasance and will be subject to federal income tax on the
same amounts, in the same manner and at the same times as would have been the case if such covenant
defeasance had not occurred; and 

• comply with certain other Indenture requirements.

Under current federal income tax law, defeasance would likely be treated as a taxable exchange of such junior
subordinated debentures for interests in the defeasance trust. As a consequence a holder would recognize gain or loss
equal to the difference between the holder's cost or other tax basis for such junior subordinated debentures and the value of
the holder's proportionate interest in the defeasance trust, and thereafter would be required to include in income a
proportionate share of the income, gain and loss of the defeasance trust. Under current Federal income tax law, covenant
defeasance would ordinarily not be treated as a taxable exchange of such Junior Subordinated Debt Securities.
Purchasers of such Junior Subordinated Debt Securities should consult their own advisors with respect to the tax
consequences to them of such defeasance and covenant defeasance, including the applicability and effect of tax laws
other than the Federal income tax law.

BGE may exercise its defeasance option with respect to junior subordinated debentures notwithstanding its prior exercise of
its covenant defeasance option. If BGE exercises its defeasance option, payment of the junior subordinated debentures
may not be accelerated
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because of an Event of Default. If BGE exercises its covenant defeasance option, payment of such junior subordinated
debentures may not be accelerated by reference to the covenants noted under clause (B) above. However, if such an
acceleration were to occur, the realizable value at the acceleration date of the money and U.S. Government Obligations in
the defeasance trust could be less than the principal and interest then due on such junior subordinated debentures, in that
the required deposit in the defeasance trust is based upon scheduled cash flows rather than market value, which will vary
depending upon interest rates and other factors.

Subordinat ion

The junior subordinated debentures will be subordinate in right of payment, to the extent set forth in the Indenture, to all
Senior Indebtedness of BGE. If BGE defaults in the payment of any principal, premium, if any, or interest, if any, or any other



amount payable on any Senior Indebtedness when the same becomes due and payable, whether at maturity or at a date
fixed for redemption or by declaration of acceleration or otherwise, then, unless and until such default has been cured or
waived or has ceased to exist or all Senior Indebtedness has been paid, no direct or indirect payment (in cash, property,
securities, by set-off or otherwise) may be made or agreed to be made on the junior subordinated debentures, or in
respect of any redemption, repayment, retirement, purchase or other acquisition of any of the junior subordinated
debentures.

"Senior Indebtedness" shall mean the principal, premium, and interest BGE owes whether now outstanding or subsequently
incurred on:

• obligations for money borrowed (including Capital Lease Obligations and purchase money obligations with an
original maturity in excess of one year) or evidenced by debentures (other than junior subordinated
debentures issued under the Indenture), bonds, notes, bankers' acceptances or other corporate preferred
securities or similar instruments issued by BGE; 

• letters of credit; 

• guarantees or assumptions of indebtedness of others of the type referred to in the above two bullet points
including through an agreement to purchase, contingent or otherwise; 

• dividends of others for the payment of which BGE is responsible or liable as obligor, guarantor or otherwise; 

• obligations of others secured by any property or asset of BGE of the type referred to in the above four bullet
points (whether or not such obligation is assumed by BGE), the amount of such obligation being the lesser of
the value of such property or assets or the amount of the secured obligation; or 

• renewals, extensions or refundings of any of the obligations referred to in the above five bullet points unless, in
the case of any particular obligation or renewal, extension or refunding thereof, under the express provisions
of the instrument creating or evidencing the same, or pursuant to which the same is outstanding, the obligation
or renewal, extension or refunding thereof is not superior in right of payment to, or is equal with, the junior
subordinated debentures.

The term "Capital Lease Obligations" means any obligation that is required to be classified and accounted for as a capital
lease on the face of a balance sheet prepared in accordance with generally accepted accounting principals.

The payment of the principal of and premium, if any, and any interest on the junior subordinated debentures (including
making any deposit pursuant to the provisions described under "DESCRIPTION OF THE JUNIOR SUBORDINATED
DEBENTURES—Defeasance and Covenant Defeasance" or repurchasing, redeeming or otherwise retiring any junior
subordinated debentures) will to the extent set forth in the Indenture be subordinated in right of payment to the prior payment
in full of all of BGE's Senior Indebtedness.

Upon any payment or distribution of assets or securities to creditors upon BGE's dissolution, winding up, or total or partial
liquidation or reorganization whether voluntary or involuntary or in bankruptcy, insolvency, receivership or similar
proceedings, the holders of all BGE's
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Senior Indebtedness will first be entitled to receive payment in full in cash or cash equivalents of the principal, premium or
interest due before the holders of the junior subordinated debentures will be entitled to receive any payment or distribution.

In addition, if the Debenture Trustee under the Indenture or the holder of any junior subordinated debenture receives any
payment or distribution of assets before all of BGE's Senior Indebtedness is paid in full, or effective provision is made for its
payment, then such payment or distribution will be required to be paid or delivered to the trustee in bankruptcy, receiver,
liquidating trustee, custodian, assignee, agent or other person making payment or distribution of BGE's assets for
application to the payment of all BGE's Senior Indebtedness then due.

No direct or indirect payment by or on behalf of BGE of principal, premium or interest on the junior subordinated debentures,
shall be made if, at the time of such payment, there exists:

(1) a default in the payment of all or any portion of any Senior Indebtedness or any other default pursuant to which the
maturity of any Senior Indebtedness has been accelerated; and 

(2) in either case, requisite notice has been given to the Debenture Trustee and such default shall not have been cured
or waived by the Debenture Trustee or the holders of such Senior Indebtedness.

Subject to the payment in full of all of BGE's Senior Indebtedness, the holders of the junior subordinated debentures shall
be subrogated to the rights of holders of BGE's Senior Indebtedness to receive payments or distributions of assets from
BGE applicable to its Senior Indebtedness until the junior subordinated debentures are paid in full. As a result of these



BGE applicable to its Senior Indebtedness until the junior subordinated debentures are paid in full. As a result of these
subordination provisions, in the event of BGE's insolvency, holders of the junior subordinated debentures may recover
ratably less than holders of BGE's Senior Indebtedness.

Form, Exchange, and Transfer

Except in limited circumstances upon the dissolution of the trust (as described in the Indenture) the junior subordinated
debentures will be issueable only in fully registered form without coupons and,, in denominations of $25 and any integral
multiple thereof.

At the option of the holder, subject to the terms of the Indenture and the limitations applicable to global securities described
herein, junior subordinated debentures will be exchangeable for other junior subordinated debentures, in any authorized
denomination and of like tenor and aggregate principal amount.

Subject to the terms of the Indenture and the limitations applicable to global securities set forth herein, junior subordinated
debentures may be presented for exchange or for registration of transfer (duly endorsed or with the form of transfer
endorsed thereon duly executed) at the office of the Registrar or at the office of any transfer agent designated by BGE for
such purpose without service charge upon payment of any taxes or other governmental charges as described in the
Indenture. BGE has appointed the Debenture Trustee as Registrar. BGE may at any time designate additional transfer
agents or rescind the designation of any transfer agent or approve a change in the office through which any transfer agent
acts, except that BGE will be required to maintain a transfer agent in each place of payment for the junior subordinated
debentures.

If the junior subordinated debentures are to be redeemed, BGE will not be required to:

• issue, register the transfer of, or exchange any junior subordinated debentures of that series during a period
beginning at the opening of business 15 days before the day of mailing of a notice of redemption of any such
junior subordinated debentures that may be selected for redemption and ending at the close of business on
the day of such mailing; or 

• register the transfer of or exchange any junior subordinated debentures so selected for redemption, in whole
or in part, except the unredeemed portion of any such junior
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subordinated debentures being redeemed in part.

Payment  and Paying Agents

Payment of the interest on any junior subordinated debentures on any Interest Payment Date will be made to the person in
whose name such junior subordinated debentures (or one or more predecessor securities) is registered at the close of
business on the record date for such interest.

Principal of and any premium and interest on the junior subordinated debentures will be payable at the office of the paying
agents designated by BGE, and, interest payments may be made by check mailed to the holder as such address appears
in the Registrar. The corporate trust office of the Debenture Trustee in the City of New York will be designated as BGE's
sole paying agent for payments with respect to the junior subordinated debentures. BGE will be required to maintain a
paying agent in each place of payment for the junior subordinated debentures.

All moneys paid by BGE to a paying agent for the payment of the principal of or any premium or interest on any junior
subordinated debenture which remains unclaimed at the end of two years after such principal, premium or interest has
become due and payable will be repaid to BGE, and the holder of the security thereafter may look only to BGE for payment
thereof.

Trust  Expenses

Pursuant to the Declaration, BGE shall be responsible for and shall pay for all obligations (other than with respect to the
preferred and common securities) and all costs and expenses of the trust, any and all taxes attributable to the initial
contribution of trust property (other than United States federal income taxes attributable to trust property) and all liabilities,
costs and expenses with respect to such taxes of the trust. Such payment obligation will include any costs, expenses or
liabilities of the trust that are required by applicable law to be satisfied in connection with a termination of the trust. Any taxes
(other than United States federal income taxes attributable to trust property) that are not attributable to the initial contribution
of trust property will be paid by the Property Trustee upon receipt of Additional Interest payments from BGE.

Informat ion Concerning the Debenture Trustee

The Debenture Trustee will have and be subject to all the duties and responsibilities specified with respect to a debenture
trustee under the Trust Indenture Act. Subject to such provisions, the Debenture Trustee is not obligated to exercise any of
the powers vested in it by the Indenture at the request of any holder of junior subordinated debentures, unless offered
reasonable indemnity by the holder against the costs, expenses and liabilities which might be incurred thereby. The



Debenture Trustee is not required to expend or risk its own funds or otherwise incur personal financial liability in the
performance of its duties under the Indenture.

Governing Law

The Indenture will be governed by and construed in accordance with the laws of the State of New York (other than the
choice of law provisions thereof) except to the extent that the Trust Indenture Act shall be applicable.

DESCRIPTION OF THE PREFERRED SECURITIES GUARANTEE

General

BGE will execute the Preferred Securities Guarantee, which benefits the holders of the preferred securities, at the same time
that the trust issues the preferred securities. The Preferred Securities Guarantee will be qualified as an indenture under the
Trust Indenture Act. The Bank of New York will act as indenture trustee (Preferred Guarantee Trustee) under the Preferred
Securities Guarantee for the purposes of compliance with the Trust Indenture Act. The Preferred Guarantee Trustee will hold
the Preferred Securities Guarantee for the benefit of the preferred securities holders.

BGE will irrevocably agree, as described in the Preferred Securities Guarantee, to pay in full or on a subordinated basis, to
the holders of the preferred securities issued by the trust, the
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Preferred Securities Guarantee Payments (as defined below) (except to the extent previously paid), when and as due,
regardless of any defense, right of set-off or counterclaim which the trust may have or assert. The following payments, to the
extent not paid by the trust (Preferred Securities Guarantee Payments), will be covered by the Preferred Securities
Guarantee:

• any accumulated and unpaid distributions required to be paid on the preferred securities, to the extent that the
trust has funds available to make the payment; 

• the redemption price and all accrued and unpaid distributions to the date of redemption with respect to any
preferred securities called for redemption by the trust to the extent that the trust has funds available to make
the payment; and 

• upon a voluntary or involuntary dissolution and liquidation of the trust (other than in connection with a
distribution of junior subordinated debentures to holders of such preferred securities or the redemption of all
such preferred securities), the lesser of 

(1) the aggregate of the Liquidation Amount for each preferred security plus all accrued and unpaid distributions
on the preferred securities to the date of payment, to the extent the trust has funds available to make the
payment; and 

(2) the amount of assets of the trust remaining available for distribution to holders of preferred securities upon a
dissolution and liquidation of the trust (Liquidation Payment).

BGE's obligation to make a Preferred Securities Guarantee Payment may be satisfied by directly paying the required
amounts to the holders of the preferred securities or by causing the trust to pay the amounts to the holders on a
subordinated basis. While BGE's assets will not be available pursuant to the Preferred Securities Guarantee to pay any
distribution, Liquidation Payment or redemption price on any preferred securities if the trust does not have funds available,
BGE has agreed under the Declaration to pay all expenses of the trust except the trust's obligations under its preferred
securities and for expenses that give rise to Additional Interest.

No single document executed by BGE related to the issuance of the preferred securities will provide for its full, irrevocable
and unconditional guarantee of the preferred securities. It is only the combined operation of BGE's obligations under the
Preferred Securities Guarantee, the Declaration, the junior subordinated debentures and the Indenture that has the effect of
providing a full, irrevocable and unconditional guarantee of the trust's obligations under its preferred securities.

Status of  the Preferred Securit ies Guarantee

The Preferred Securities Guarantee will constitute an unsecured obligation of BGE and will rank:

• subordinate and junior in right of payment to all of BGE's Senior Indebtedness to the extent and in the same
manner set forth in the Indenture with respect to junior subordinated debentures; 

• equal with BGE's senior most preference stock now or hereafter issued by BGE, and with any guarantee now
or hereafter issued by it in respect of preferred stock of any of its affiliates; 



• senior to any preferred or preference stock of the Guarantor ranking junior to the senior most preferred or
preference stock of the Guarantor now or hereafter issued; and 

• senior to BGE's common stock.

The Declaration requires that the holder of preferred securities accept the subordination provisions and other terms of the
Preferred Securities Guarantee. The Preferred Securities Guarantee will constitute a guarantee of payment and not of
collection (in other words the holder of the guaranteed security may sue BGE, or seek other remedies, to enforce its rights
under the Preferred Securities Guarantee without first suing any other person or entity). The Preferred Securities Guarantee
will not be discharged except by payment of the Preferred Securities Guarantee Payments in full to the
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extent not previously paid or upon distribution to the holders of the Preferred Securities of junior subordinated debentures
pursuant to the Declaration.

The Preferred Securities Guarantee places no limitation on the amount of additional Senior Indebtedness that may be
incurred by BGE. BGE expects from time to time to incur additional indebtedness constituting Senior Indebtedness.

Amendments and Assignment

Except with respect to any changes which do not materially adversely affect the rights of the preferred securities holders in
any material respect (in which case no consent of the holders will be required), the Preferred Securities Guarantee may
only be amended with the prior approval of the holders of at least a Majority in Liquidation Amount of the preferred
securities (excluding any preferred securities held by BGE or one of its affiliates). A description of the way to obtain any
approval is described under "DESCRIPTION OF THE PREFERRED SECURITIES—Voting Rights; Amendment of
Declaration." All guarantees and agreements contained in the Preferred Securities Guarantee will be binding on BGE's
successors, assigns, receivers, trustees and representatives and shall inure to the benefit of the holders of the preferred
securities.

BGE may not assign its obligations under the Preferred Securities Guarantee except in connection with a consolidation,
merger or sale involving BGE that is permitted under the terms of the Indenture and then only if any such successor or
assignee agrees in writing to perform BGE's obligations under the Preferred Securities Guarantee.

Preferred Securit ies Guarantee Events of  Default

An event of default under the Preferred Securities Guarantee (Preferred Securities Guarantee Event of Default) occurs if
BGE fails to make any of its required payments or perform its obligations under the Preferred Securities Guarantee,
provided that BGE shall have received notice of such default from the Preferred Guarantee Trustee and has not cured such
default within 60 days after it receives the notice. However, these notice and cure provisions do not apply to an event of
default resulting from BGE's failure to make any of the Preferred Securities Guarantee Payments.

The holders of not less than a Majority in Liquidation Amount of the preferred securities (excluding any preferred securities
held by BGE or one of its affiliates) will have the right to direct the time, method and place of conducting any proceeding for
any remedy available to the Preferred Guarantee Trustee relating to the Preferred Securities Guarantee or to direct the
exercise of any trust or power given to the Preferred Guarantee Trustee under the Preferred Securities Guarantee.

The holders of not less than a Majority Liquidation Amount of the preferred securities have the right, by vote, to waive any
past events of default and its consequences under the Preferred Securities Guarantee. If such a waiver occurs, any such
event of default will cease to exist and be deemed to have been cured under the terms of the Preferred Securities
Guarantee.

BGE, as guarantor, is required to file annually with the Preferred Guarantee Trustee a certificate as to whether or not BGE is
in compliance with all the conditions and covenants applicable to it under the Preferred Securities Guarantee.

Informat ion Concerning the Preferred Guarantee Trustee

The Preferred Guarantee Trustee, other than during the occurrence and continuance of a Preferred Securities Guarantee
Event of Default, will only perform the duties that are specifically described in the Preferred Securities Guarantee. After a
Preferred Securities Guarantee Event of Default has occurred and is continuing, the Preferred Guarantee Trustee will
exercise the same degree of care and skill as a prudent person would exercise or use in the conduct of his or her own
affairs. Subject to this provision, the Preferred Guarantee Trustee is under no obligation to exercise any of its powers as
described in the Preferred Securities Guarantee at the request of any preferred securities holder
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unless it is offered reasonable indemnity against the costs, expenses and liabilities that it might incur. However, such a
requirement does not relieve the Preferred Guarantee Trustee of its obligations to exercise its rights and powers under the
Preferred Securities Guarantee upon the occurrence of a Preferred Securities Guarantee Event of Default.

Terminat ion of  the Preferred Securit ies Guarantee

The Preferred Securities Guarantee will terminate once the preferred securities are paid in full or upon distribution of the
junior subordinated debentures to the holders of the preferred securities. The Preferred Securities Guarantee will continue to
be effective or will be reinstated if at any time any holder of the preferred securities must restore payment of any sums paid
under the preferred securities or the Preferred Securities Guarantee.

Governing Law

The Preferred Securities Guarantee will be governed by and construed in accordance with the laws of the State of New
York.

RELATIONSHIP AMONG THE PREFERRED SECURITIES, THE PREFERRED SECURITIES GUARANTEE AND THE
JUNIOR SUBORDINATED DEBENTURES HELD BY THE TRUST

Payments of distributions and redemption and liquidation payments due on the preferred securities (to the extent the trust
has funds available for the payments) will be guaranteed by BGE to the extent described under "DESCRIPTION OF THE
PREFERRED SECURITIES GUARANTEE." No single document executed by BGE in connection with the issuance of the
preferred securities will provide for its full, irrevocable and unconditional guarantee of the preferred securities. It is only the
combined operation of BGE's obligations under the Preferred Securities Guarantee, the Declaration, the junior subordinated
debentures and the Indenture that has the effect of providing a full, irrevocable and unconditional guarantee of the trust's
obligations under its preferred securities.

Notwithstanding anything to the contrary in the Indenture, BGE has the right to set-off any payment it is otherwise required to
make thereunder with and to the extent BGE has theretofore made, or is concurrently on the date of such payment making,
a payment under the Preferred Securities Guarantee.

A holder of any preferred security may sue BGE, or seek other remedies, to enforce its rights under the Preferred Securities
Guarantee without first instituting a legal proceeding against the Preferred Guarantee Trustee, the trust or any other person
or entity.

As long as BGE makes payments of interest and other payments when due on the junior subordinated debentures held by
the trust, such payments will be sufficient to cover the payment of distributions and redemption and liquidation payments due
on the preferred securities, primarily because:

• the aggregate principal amount of the junior subordinated debentures will be equal to the sum of the
aggregate liquidation amount of the preferred and common securities; 

• the interest rate and interest and other payment dates on the junior subordinated debentures will match the
distribution rate and distribution and other payment dates for the preferred securities; 

• the Declaration provides that BGE shall pay for any and all costs, expenses and liabilities of the trust (either
directly or, in case of certain taxes and related expenses, by making Additional Interest payments to the
Property Trustee) except the trust's obligations under the preferred or common securities; and 

• the Declaration provides that the trust will not engage in any activity that is not consistent with the limited
purposes of the trust.
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If and to the extent that BGE does not make payments on such junior subordinated debentures, the trust will not have funds
available to make payments of distributions or other amounts due on the preferred securities.

A principal difference between the rights of a holder of a preferred security (which represents an undivided beneficial
interest in the assets of the trust) and a holder of a junior subordinated debenture is that a holder of a junior subordinated
debenture will accrue, and (subject to any permissible extension of the interest payment period) is entitled to receive,
interest on the principal amount of junior subordinated debentures held, while a holder of preferred securities is entitled to
receive distributions only if and to the extent the trust has funds available for the payment of such distributions.

Upon any voluntary or involuntary dissolution or liquidation of the trust not involving a distribution of the junior subordinated
debentures held by the trust, after satisfaction of liabilities to creditors of the trust, the holders of the preferred securities will
be entitled to receive, out of assets held by the trust, the Liquidation Distribution in cash. See "DESCRIPTION OF THE
PREFERRED SECURITIES—Liquidation Distribution Upon Dissolution." Upon any voluntary liquidation or bankruptcy of BGE,
the trust, as holder of the junior subordinated debentures, would be a creditor of BGE, subordinated in right of payment to all
Senior Indebtedness, but entitled to receive payment in full of principal, premium, if any, and interest, before any of BGE's



Senior Indebtedness, but entitled to receive payment in full of principal, premium, if any, and interest, before any of BGE's
common stockholders receive payments or distributions.

A default or event of default under any Senior Indebtedness would not constitute an Event of Default under the Indenture.
However, in the event of payment defaults under, or acceleration of, Senior Indebtedness of BGE, the subordination
provisions of the junior subordinated debentures provide that no payments may be made in respect of the junior
subordinated debentures until such Senior Indebtedness has been paid in full or any payment default thereunder has been
cured or waived. Failure to make required payments on junior subordinated debentures would constitute an Event of Default
under the junior subordinated debentures.

BOOK ENTRY ISSUANCE

Purchases of preferred securities or junior subordinated debentures within the DTC system must be made by or through
direct participants, which will receive a credit for the preferred securities or junior subordinated debentures on DTC's
records. The ownership interest of each beneficial owner of each preferred security and each junior subordinated debenture
within the DTC system is in turn to be recorded on the direct and indirect participants' records. Beneficial owners will not
receive written confirmation from DTC of their purchases, but beneficial owners are expected to receive written confirmations
providing details of the transactions, as well as periodic statements of their holdings, from the direct or indirect participants
through which the beneficial owners purchased preferred securities or junior subordinated debentures. Transfers of
ownership interests in the preferred securities or junior subordinated debentures within the DTC system are to be
accomplished by entries made on the books of participants acting on behalf of beneficial owners. Beneficial owners will not
receive certificates representing their ownership interests in preferred securities or junior subordinated debentures, except if
use of the book-entry system for the preferred securities of the trust or junior subordinated debentures is discontinued.

DTC has no knowledge of the actual beneficial owners of the preferred securities or junior subordinated debentures for
which it acts as securities depositary; DTC's records reflect only the identity of the direct participants to whose accounts the
preferred securities or junior subordinated debentures are credited, which may or may not be the beneficial owners. The
participants will remain responsible for keeping account of their holdings on behalf of their customers.

So long as DTC, or its nominee, is the registered owner of the global security, DTC or its nominee, will be considered the
sole owners or
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holder of the preferred securities or the junior subordinated debentures represented by the global security for all purposes
under the Indenture and the Declaration. Except as provided below in this subsection, owners of beneficial interests in a
global security will not:

• be entitled to have any of the individual preferred securities or the junior subordinated debentures represented
by the global security registered in their names; 

• receive or be entitled to receive physical delivery of any of the preferred securities or the junior subordinated
debentures in definitive form; or 

• be considered the owners or holders of the preferred securities or the junior subordinated debentures under
the Indenture or the Declaration.

Conveyance of notices and other communications by DTC to direct participants, by direct participants to indirect
participants, and by direct participants and indirect participants to beneficial owners and the voting rights of direct
participants, indirect participants and beneficial owners will be governed by arrangements among them, subject to any
statutory or regulatory requirements as may be in effect from time to time.

Redemption notices will be sent to Cede & Co. as the registered holder of the preferred securities or, in the case of junior
subordinated debentures that are exchanged for a security in global form, the junior subordinated debentures. If less than
all preferred securities or such junior subordinated debentures are being redeemed, DTC's current practice is to determine
by lot the amount of the interest of each direct participant to be redeemed.

Although voting with respect to the preferred securities or the junior subordinated debentures is limited to the holders of
record of the preferred securities or the junior subordinated debentures, respectively, in those instances in which a vote is
required, neither DTC nor Cede & Co. will itself consent or vote with respect to preferred securities or the junior subordinated
debentures held in global form. Under its usual procedures, DTC would mail an omnibus proxy to the relevant trustee as
soon as possible after the record date. The omnibus proxy assigns Cede & Co.'s consenting or voting rights to those direct
participants to whose accounts the preferred securities or the junior subordinated debentures held in global form are
credited on the record date. Those direct participants are identified in a listing attached to the omnibus proxy.

BGE expects that DTC or its nominee, upon receipt of any payment of liquidation amount, premium or distributions,
including any payment of redemption price, in respect of a global security representing any of the preferred securities or the
junior subordinated debentures immediately will credit participants' accounts with payments in amounts proportionate to their
respective beneficial interest in the aggregate liquidation amount of the global security for the preferred securities or the



junior subordinated debentures as shown on the records of DTC or its nominee. BGE also expects that payments by
participants to owners of beneficial interests in the global security held through these participants will be governed by
standing instructions and customary practices, as is now the case with securities held for the accounts of customers in
bearer form or registered in "street name". These payments will be the responsibility of these participants, subject to any
statutory or regulatory requirements as may be in effect from time to time.

DTC's policies, which may change from time to time, will govern payments, transfers, exchanges and other matters relating
to an investor's interest in a global security. The trustees have no responsibility for any aspect of DTC's actions or for its
records of ownership interests in a global security. The trustees also do not supervise DTC in any way. The financial
institutions through which you hold your interest in a global security, directly or indirectly, may also have their own policies
affecting payments, notices and other matters relating to the securities. There may be more than one financial intermediary
in the chain of ownership for an investor. The trustees will not monitor and are not responsible for the actions of any of those
intermediaries.
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No global security shall be exchangeable except for another global security of like denomination and tenor to be registered
in the name of DTC or its nominee. Accordingly, each person owning a beneficial interest in a global security must rely on
the procedures of DTC and, if that person is not a participant, on the procedures of the participant through which that person
owns its interest, to exercise any rights of a holder under the global security or the Indenture.

Global securities will be exchangeable for certificate securities with the same terms in authorized denominations only if:

• DTC is unwilling or unable to continue as depositary or if DTC ceases to be a clearing agency registered
under applicable law and a successor depositary is not appointed by BGE within 90 days; 

• BGE determines not to require all of the preferred securities or the junior subordinated debentures to be
represented by a global security and notifies the Property Trustee of its decision; or 

• In the case of preferred securities, an event of default under the Declaration has occurred and is continuing.

If the trust issues definitive securities in exchange for global securities, DTC as holder of the global securities, will surrender
them against receipt of the definitive securities, cancel the book-entry securities, and distribute the definitive securities to the
persons in the amounts that DTC specifies. Each person having an ownership or other interest in these securities must rely
exclusively on the rules and procedures of DTC and any agreement with any participant of DTC or any other securities
intermediary through which that person holds its interest to receive or direct the delivery or possession of any definitive
security.

Definitive securities may be transferred in whole or in part in denominations of any whole number of securities upon
surrender of the definitive securities certificates together with the form of transfer endorsed on it, duly completed and
executed. If only part of a securities certificate is transferred, a new securities certificate representing the balance not
transferred will be issued to the transferor. For more information regarding the transfer and exchange of definitive preferred
securities, see "DESCRIPTION OF THE PREFERRED SECURITIES—Registrar and Transfer Agent." For more information
regarding the transfer and exchange of definitive junior subordinated debentures, see "DESCRIPTION OF THE JUNIOR
SUBORDINATED DEBENTURES—Form, Exchange and Transfer".

Definitive securities will be issued in registered form only in denominations of $25 and any integral multiples thereof. To the
extent permitted by law, BGE and the trust and the trustees are entitled to treat the person in whose name any definitive
security is registered as its absolute owner.

The laws of some states require that some purchasers of securities take physical delivery of the securities in definitive form.
These limits and laws may impair the ability to transfer beneficial interests in a global security. In particular, you may not be
able to sell interests in the preferred securities or in the junior subordinated debentures in global form to some insurance
companies and to other institutions that are required by law to own securities in non-book-entry form; and you may not be
able to pledge your interest in a global security in circumstances where certificates representing the securities must be
delivered to the lender or other beneficiary of the pledge in order for the pledge to be effective.

DTC has informed BGE and the trust that it is a limited purpose trust company organized under the New York Banking Law,
a "banking organization" within the meaning of the New York Banking Law, a member of the Federal Reserve System, a
"clearing corporation" within the meaning of the New York Uniform Commercial Code, and a "clearing agency" registered
pursuant to the provisions of Section 17A of the Exchange Act. DTC holds securities that its participants deposit with DTC.
DTC also facilitates the settlement among participants of securities transactions, such as transfers and pledges, in
deposited securities through electronic computerized book-entry
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changes in participants' accounts, thereby eliminating the need for physical movement of securities certificates. DTC is
owned by a number of its direct participants, which include securities brokers and dealers, banks, trust companies, clearing
corporations and certain other organizations, and by The New York Stock Exchange, Inc., the American Stock
Exchange, Inc. and the National Association of Securities Dealers, Inc. Access to the DTC system is also available to
indirect participants, which are securities brokers and dealers, banks and trust companies that clear through or maintain
custodial relationships with direct participants, either directly or indirectly. The rules applicable to DTC and its participants
are on file with the SEC.

According to DTC, the foregoing information has been provided to the financial community for information purposes only
and is not intended to serve as a representation, warranty or contract notification of any kind. Neither BGE nor the trust has
any responsibility for the performance by DTC or its participants of their respective obligations as described in this
prospectus or under the rules and procedures governing their respective operations.

UNITED STATES FEDERAL INCOME TAX CONSEQUENCES

The following is a discussion of the material United States federal income tax consequences of the purchase, ownership
and disposition of preferred securities. This discussion only addresses those tax consequences to a person that acquires
preferred securities on their original issue at their original offering price and that is a "United States person." A United States
person is:

• an individual citizen or resident of the United States; 

• a domestic corporation; 

• an estate the income of which is subject to United States federal income tax without regard to its source; or 

• a trust if a United States court is able to exercise primary supervision over the administration of the trust and
one or more United States persons have authority to control all substantial decisions of the trust.

This discussion does not address all tax consequences that may be applicable to a United States person that is a
beneficial owner of preferred securities, nor does it address the tax consequences to

• persons that are not United States persons; 

• persons to whom special treatment may be applied under United States federal income tax law, such as
banks, insurance companies, thrift institutions, regulated investment companies, real estate investment trusts,
tax-exempt organizations, traders in securities that elect to mark to market and dealers in securities or
currencies; 

• persons that will hold preferred securities as part of a position in a "straddle" or as part of a "hedging,"
"conversion" or other integrated investment transaction for United States federal income tax purposes; 

• persons whose functional currency is not the United States dollar; or 

• persons that do not hold preferred securities as capital assets.

This discussion constitutes the opinion of Sullivan & Cromwell LLP, special tax counsel to BGE and the trust. This
discussion is based upon the Internal Revenue Service Code of 1986, as amended (the "Code"), existing and proposed
Treasury regulations, Internal Revenue Service ("IRS") rulings and pronouncements and judicial decisions now in effect, all
of which may change at any time. Those changes may be applied retroactively in a manner that could cause the tax
consequences to vary substantially from the consequences described in this section, possibly adversely affecting a
beneficial owner of preferred securities. The authorities on which this discussion is based may be interpreted in various
ways, and it is therefore possible that the United States federal income tax treatment of the purchase, ownership and
disposition of preferred securities may differ from the treatment described in this section.
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Prospect ive investors are advised to consult  with their own tax advisors in light  of  their own part icular
circumstances as to the United States federal tax consequences of  the purchase, ownership and disposit ion
of  preferred securit ies, as well as the ef fect  of  any state, local or foreign tax laws.

Classif icat ion of  the Trust

Under current law and assuming compliance with the Declaration, the trust will not be classified as an association taxable
as a corporation for United States federal income tax purposes. As a result, a United States person that is a beneficial
owner of preferred securities, who is referred to as a "securityholder," will be required to include in its gross income its



ratable share of the interest income, including any original issue discount ("OID"), paid or accrued with respect to the junior
subordinated debentures whether or not cash is actually distributed to the securityholders. For more information on this
inclusion, see "UNITED STATES FEDERAL INCOME TAX CONSEQUENCES—Interest Income and Original Issue Discount."
No amount included in income with respect to the preferred securities will be eligible for the dividends- received deduction,
nor will any such amount be eligible for reduced rates for qualified dividend income in the hands of individual holders.

Interest  Income and Original Issue Discount

Under applicable United States Treasury regulations, a contingency that stated interest will not be timely paid that is
"remote" will be ignored in determining whether a debt instrument is issued with OID. As a result of terms and conditions of
the junior subordinated debentures that prohibit payments with respect to BGE's capital stock and indebtedness if BGE
elects to defer interest payments, BGE believes that the likelihood of it exercising its option to defer interest payments is
remote. Based on the foregoing, BGE believes that the junior subordinated debentures will not be considered to be issued
with OID at the time of their original issuance and, accordingly, a securityholder should include in gross income that holder's
allocable share of interest on the junior subordinated debentures, although the IRS could take a contrary position. The
following discussion assumes that unless and until BGE exercises its own option to defer interest on the junior subordinated
debentures, the junior subordinated debentures will not be treated as issued with OID.

A securityholder will be taxed on interest as ordinary income either when it is received by the trust or, for taxpayers on an
accrual method of accounting, when it accrues.

If BGE exercises its option to defer any payment of interest, the junior subordinated debentures will be treated as issued
with OID at the time of that exercise, and all stated interest on the junior subordinated debentures will thereafter be treated
as OID as long as the junior subordinated debentures remained outstanding. In that event, all of a securityholder's taxable
interest income with respect to the junior subordinated debentures will be accounted for as OID on a constant yield method
regardless of that holder's method of tax accounting, and actual distributions of stated interest would not be reported as
taxable income. Consequently, a securityholder will be required to include OID in gross income even though BGE would not
make any actual cash payments during an extension period.

Dist ribut ion of  Junior Subordinated Debentures to Holders of  the Preferred Securit ies

Under current law, a distribution by the trust of the junior subordinated debentures as described under the caption
"DESCRIPTION OF THE PREFERRED SECURITIES—Redemption" and "—Liquidation Distribution Upon Dissolution" will be
non- taxable and will result in the securityholder receiving directly its ratable share of the junior subordinated debentures
previously held indirectly through the trust, with a holding period and aggregate tax basis equal to the holding period and
aggregate tax basis that securityholder had in the preferred securities before that distribution. If, however, the liquidation of
the trust were to occur because the trust is subject to United States federal income tax with respect to income accrued or
received on the junior subordinated debentures,
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as the case would be if the trust were treated as an association taxable as a corporation, the distribution of junior
subordinated debentures to securityholders by the trust would be a taxable event to the trust and each securityholder, and
each securityholder would recognize gain or loss as if the securityholder had exchanged the preferred securities for the
junior subordinated debentures it received upon the liquidation of the trust and would take the junior subordinated
debentures with a new holding period. A securityholder will include interest in income in respect of junior subordinated
debentures received from the trust in the manner described above under "UNITED STATES FEDERAL INCOME TAX
CONSEQUENCES—Interest Income and Original Issue Discount."

Sale or Redempt ion of  the Preferred Securit ies

A securityholder that sells preferred securities or completely redeems them for cash will recognize gain or loss equal to the
difference between its adjusted tax basis in the preferred securities and the amount realized on the sale or redemption of
the preferred securities. A securityholder's adjusted tax basis in the preferred securities generally will be its initial purchase
price. If the junior subordinated debentures are deemed to be issued with OID as a result of BGE's deferral of interest
payments, a securityholder's adjusted tax basis in the preferred securities generally will be its initial purchase price,
increased by OID previously includible in that securityholder's gross income to the date of disposition and decreased by
distributions or other payments received on the preferred securities since and including the date of the first extension period.
That gain or loss generally will be capital gain or loss, except to the extent any amount realized is treated as a payment of
accrued interest with respect to that securityholder's ratable share of the junior subordinated debentures required to be
included in income. The capital gain or loss that is recognized upon sale or redemption will also be long- term capital gain
or loss if the preferred securities have been held for more than one year.

If BGE exercises its option to defer any amount of interest on the junior subordinated debentures, the preferred securities
may trade at a price that does not fully reflect the value of accrued but unpaid interest with respect to the underlying junior
subordinated debentures. If that deferral occurs, and if you dispose of your preferred securities between record dates for
payments of distributions, and consequently do not receive a distribution from the trust for the period prior to that disposition,
you will nevertheless be required:

• to include as ordinary income accrued but unpaid interest on the junior subordinated debentures through the



date of disposition; and 

• to add that amount to your adjusted tax basis in your preferred securities disposed of.

You would recognize a capital loss on the disposition of your preferred securities to the extent the selling price, which may
not fully reflect the value of accrued but unpaid interest, is less than your adjusted tax basis in the preferred securities, which
will include accrued but unpaid interest. Capital losses cannot be applied to offset ordinary income for United States federal
income tax purposes, except in a few limited cases.

Backup Withholding Tax and Informat ion Report ing

If you are a noncorporate securityholder, information- reporting requirements generally will apply to:

• payments of interest, including the OID accrued, on preferred securities; and 

• payments of the proceeds from the disposition of preferred securities effected at a United States office of a
broker.

Additionally, backup withholding will apply to those payments to a noncorporate securityholder that:

• fails to provide an accurate taxpayer identification number; 

• is notified by the IRS that the securityholder has failed to report all interest and dividends required to be shown
on their respective United States federal income tax return;
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• in some circumstances, fails to comply with applicable certification requirements.

Any amounts withheld from you under the backup withholding rules will be allowed as a refund or credit against your United
States federal tax income tax liability, provided the required information is furnished.

ERISA CONSIDERATIONS

The following is a summary of certain considerations associated with the acquisition, holding and disposition of preferred
securities by employee benefit plans that are subject to Title I of the U.S. Employee Retirement Income Security Act of
1974, as amended ("ERISA"), Keogh plans, individual retirement accounts and other arrangements that are subject to
Section 4975 of the Code, and entities whose underlying assets are considered to include "plan assets" of such plans,
accounts and arrangements (each, a "Plan").

General Fiduciary Mat ters

Each fiduciary of a Plan should consider the fiduciary standards of ERISA in the context of the Plan's particular
circumstances before authoriz ing an investment in the preferred securities. Among other factors, the fiduciary should
consider whether the investment is consistent with the documents and instruments governing the Plan and whether the
investment would satisfy the prudence, diversification, delegation of control and prohibited transaction provisions of ERISA
and the Code.

Any insurance company proposing to invest assets of its general account in the preferred securities should consult with its
counsel concerning the potential application of ERISA to such investment.

Prohibited Transact ion Issues

Section 406 of ERISA and Section 4975 of the Code prohibit Plans from engaging in specified transactions involving "plan
assets" with persons or entities who are "parties in interest," within the meaning of ERISA, or "disqualified persons," within
the meaning of Section 4975 of the Code, unless an exemption is available. A party in interest or disqualified person who
engages in a non-exempt prohibited transaction may be subject to excise taxes and other penalties and liabilities under
ERISA and the Code. In addition, the fiduciary of the Plan that engages in such a non-exempt prohibited transaction may be
subject to penalties and liabilities under ERISA and the Code. Employee benefit plans that are governmental plans (as
defined in Section 3(32) of ERISA), certain church plans (as defined in Section 3(33) of ERISA) and foreign plans (as
described in Section 4(b)(4) of ERISA) are not subject to the requirements of ERISA or Section 4975 of the Code. It is
possible, however, that a governmental plan may be subject to other federal, state or local laws that contain fiduciary and
prohibited transaction provisions substantially similar to those under Title I of ERISA and Section 4975 of the Code ("Similar
Laws").

Under a regulation (the "Plan Assets Regulation") issued by the U.S. Department of Labor, when a Plan acquires an equity
interest in an entity, the Plan's assets include both the equity interest and an undivided interest in each of the underlying
assets of the entity unless the equity interest is a "publicly offered security" or another exception applies. For purposes of
the Plan Asset Regulation, a "publicly offered security" is a security that is (1) part of a class of securities that is "widely



held" (that is, owned by 100 or more investors independent of the issuer and of one another), (2) "freely transferable", and
(3) either (i) part of a class of securities registered under section 12(b) or 12(g) of the Securities Exchange Act of 1934 or
(ii) sold to the Plan as part of an offering of securities to the public pursuant to an effective registration statement under the
Securities Act of 1933 and registered under the Securities Exchange Act of 1934 within 120 days after the end (or such later
time as may be allowed by the Securities and Exchange Commission) after the end of the fiscal year of the issuer during
which the offering of such securities to the public occurred. It is expected that the preferred securities will meet the foregoing
criteria for treatment as publicly offered securities, so that the underlying assets of the trust will not be
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considered to be assets of any Plan investing in the preferred securities.

Regardless of whether the assets of the trust are deemed to be "plan assets", the acquisition and holding of the preferred
securities with "plan assets" of a Plan could itself result in a prohibited transaction in some limited circumstances. The
Department of Labor has issued several prohibited transaction class exemptions, or "PTCEs," that may provide exemptive
relief for direct or indirect prohibited transactions resulting from the purchase, holding or disposition of preferred securities.
These class exemptions include PTCE 84-14 for certain transactions determined by independent qualified professional
asset managers, PTCE 90-1 for certain transactions involving insurance company pooled separate accounts, PTCE 91-38
for certain transactions involving bank collective investment funds, PTCE 95-60 for certain transactions involving life
insurance company general accounts, and PTCE 96-23 for certain transactions determined by in-house asset managers.

Due to the complexity of these rules and the penalties that may be imposed upon persons involved in non-exempt
prohibited transactions, it is particularly important that fiduciaries or other persons considering purchasing the preferred
securities on behalf of or with "plan assets" of any Plan or governmental plan consult with their counsel regarding the
potential consequences of an investment in the preferred securities and the availability of exemptive relief under PTCE 84-
14, 90-1, 91-38, 95-60, or 96-23, or, in the case of any governmental plan, under the provisions of any Similar Law.
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UNDERWRITING 

        Under the terms and subject to the conditions of the underwriting agreement dated November 14, 2003, each
underwriter named below, for whom Citigroup Global Markets Inc., Merrill Lynch, Pierce, Fenner & Smith Incorporated and
Morgan Stanley & Co. Incorporated are acting as representatives, has severally agreed to purchase from the trust, and the
trust has agreed to sell to such underwriter the number of preferred securities set forth opposite the name of such
underwriters below.

Unde rwrit e r

 

Numbe r of  Pre f e rre d
Se curit ie s

Citigroup Global Markets Inc.  1,408,835
Merrill Lynch, Pierce, Fenner & Smith
Incorporated  1,408,833
Morgan Stanley & Co. Incorporated  1,408,833
Credit Suisse First Boston LLC  1,408,833
UBS Securities LLC  1,408,833
Wachovia Capital Markets, LLC  1,408,833
ABN AMRO Incorporated  66,000
A.G. Edwards & Sons, Inc.  66,000
Banc of America Securities LLC  66,000
Bear, Stearns & Co. Inc.  66,000
Charles Schwab & Co., Inc.  66,000
Deutsche Bank Securities Inc.  66,000
H&R Block Financial Advisors, Inc.  66,000
HSBC Securities (USA) Inc.  66,000
Legg Mason Wood Walker, Incorporated  66,000
Lehman Brothers Inc.  66,000
Oppenheimer & Co. Inc.  66,000
Quick and Reilly, Inc.  66,000
Raymond James & Associates, Inc.  66,000
SunTrust Capital Markets, Inc.  66,000
TD Waterhouse Investor Services, Inc.  66,000
U.S. Bancorp Piper Jaffray Inc.  66,000
Wells Fargo Brokerage Services, LLC  66,000
Advest, Inc.  25,000
BB&T Capital Markets, Inc.  25,000



BNP Paribas Securities Corp.  25,000
BNY Capital Markets, Inc.  25,000
C.L. King & Associates, Inc.  25,000
D.A. Davidson & Co.  25,000
Dresdener Kleinwort Wasserstein Securities LLC  25,000
Ferris Baker Watts Incorporated  25,000
Janney Montgomery Scott LLC  25,000
J.J.B. Hillard, W.L. Lyons, Inc.  25,000
KBC Financial Products USA, Inc.  25,000
Mesirow Financial, Inc.  25,000
Morgan Keegan & Company, Inc.  25,000
RBC Dain Rauscher Inc.  25,000
Robert W. Baird & Co. Incorporated  25,000
Scotia Capital (USA) Inc.  25,000
Southwest Securities, Inc.  25,000
  

 Total  10,000,000
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The underwriters are obligated to take and pay for the total number of preferred securities offered hereby if any such
preferred securities are purchased. In the event of default by any underwriter, the underwriting agreement provides that, in
certain circumstances, purchase commitments of the non-defaulting underwriters may be increased or the underwriting
agreement may be terminated.

The underwriting agreement provides that BGE and the trust will indemnify the several underwriters against certain liabilities
under the Securities Act of 1933, as amended.

BGE's expenses associated with the offer and sale of the preferred securities are estimated to be $450,000. In view of the
fact that the proceeds of the sale of the preferred securities will ultimately be used to purchase BGE's junior subordinated
debentures, the underwriting agreement provides that BGE will pay as compensation to the underwriters $0.7875 per
preferred security for the accounts of the several underwriters ($7,875,000 in the aggregate); provided that such
compensation will be $0.50 per preferred security for sales to certain institutions. Therefore, to the extent of such sales, the
actual amount of underwriters' compensation will be less than the aggregate amount specified in the preceding sentence.

The underwriters propose to offer the preferred securities, in part, directly to the public at the initial public offering price set
forth on the cover page of this prospectus supplement and to certain dealers at such price less a concession of $0.50 per
preferred security. The underwriters may allow, and such dealers may reallow, a concession not in excess of $0.45 per
preferred security to certain brokers and dealers. After the preferred securities are released for sale to the public, the
offering price and other selling terms may from time to time be varied by the representatives of the underwriters.

The preferred securities have been approved for listing on the New York Stock Exchange upon notice of issuance. BGE
expects that the preferred securities will begin trading on the New York Stock Exchange within 30 days after they are first
issued. Prior to this offering, there has been no public market for the preferred securities. In order to meet one of the
requirements for listing the preferred securities on the NYSE, the underwriters will undertake to sell lots of 100 or more
preferred securities to a minimum of 400 beneficial holders. The representatives have advised us that they intend to make
a market in the preferred securities. However, the representatives are not obligated to do so and may discontinue market
making at any time without notice. No assurance is given that a liquid trading market for the preferred securities will be
available.

BGE and the trust have agreed not to sell, offer to sell, grant any option for the sale of, or otherwise dispose of any
preferred securities, any security convertible into or exchangeable into or exercisable for preferred securities or the junior
subordinated debentures or any debt securities substantially similar to the junior subordinated debentures or equity
securities substantially similar to the preferred securities (except for the junior subordinated debentures and the preferred
securities issued pursuant to the underwriting agreement until the later of (i) the termination of trading restrictions for the
preferred securities, as notified to BGE by the underwriters and (ii) the closing date of the offering, without the prior written
consent of the representatives.

In order to facilitate the offering of the preferred securities, the underwriters may engage in transactions that stabilize,
maintain or otherwise affect the price of the preferred securities. Specifically, the underwriters may overallot in connection
with the offering, creating a short position in the preferred securities for their own account. In addition, to cover
overallotments or to stabilize the price of the preferred securities, the underwriters may bid for, and purchase, the preferred
securities in the open market. Finally, the underwriting syndicate may reclaim selling concessions allowed to an underwriter
or a dealer for distributing the preferred securities in the offering, if the syndicate repurchases previously distributed
preferred securities in transactions to cover syndicate short positions, in stabilization transactions or otherwise. Any of these
activities
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may stabilize or maintain the market price of the preferred securities above independent market levels. The underwriters
make no representation or prediction about any effect that the purchases may have on the price of the preferred securities.
The underwriters are not required to engage in these activities, and if commenced, may end any of these activities at any
time.

It is expected that delivery of the preferred securities will be made against payment therefor on or about the delivery date
specified on the cover page of this prospectus supplement, which will be the fifth business day following the date of pricing
of the preferred securities (this settlement cycle being referred to as T+5). Under Rule 15c6-1 of the Securities Exchange
Act of 1934, trades in the secondary market generally are required to settle in three business days, unless the parties to the
trade expressly agree otherwise. Accordingly, purchasers who wish to trade preferred securities on the date of pricing or
the next succeeding business day will be required, by virtue of the fact that the preferred securities initially will settle in T+5,
to specify an alternate settlement cycle at the time of any trade to prevent a failed settlement.

Certain of the underwriters and their affiliates have in the past provided, and may in the future provide, investment and/or
commercial banking services to BGE and its affiliates in the ordinary course of business.

VALIDITY OF THE SECURITIES

Certain legal matters in connection with the junior subordinated debentures, preferred securities and Preferred Securities
Guarantee will be passed on for BGE by the Managing Attorney, Corporate Finance, of Constellation Energy. Certain legal
matters in connection with the junior subordinated debentures, preferred securities and Preferred Securities Guarantee will
be passed on for the underwriters by Cahill Gordon & Reindel LLP, New York, NY. Certain matters of Delaware law relating
to the validity of the preferred securities will be passed on for the trust by Richards, Layton & Finger, P.A., Wilmington, DE,
special Delaware counsel to the trust. Certain United States federal income taxation matters will be passed upon for BGE
and the trust by Sullivan & Cromwell LLP, special tax counsel to BGE and the trust. Cahill Gordon & Reindel LLP and
Sullivan & Cromwell LLP from time to time perform legal services for BGE and its affiliates.

Cahill Gordon & Reindel LLP will rely on the opinion of Constellation Energy's lawyer as to matters of Maryland law, as well
as the applicability of the Public Utility Holding Company Act of 1935, and will rely on the opinion of Richards, Layton &
Finger, P.A. as to certain matters of Delaware law. Constellation Energy's Managing Attorney, Corporate Finance, will rely
on the opinion of Richards, Layton & Finger, P.A. as to certain matters of Delaware law.

EXPERTS

BGE's financial statements incorporated in this prospectus by reference to the Annual Report on Form 10-K for the year
ended December 31, 2002 have been so incorporated in reliance on the report of PricewaterhouseCoopers LLP,
independent accountants, given on their authority as experts in auditing and accounting.

WHERE YOU CAN FIND
MORE INFORMATION

BGE files annual, quarterly and current reports, and other information with the SEC. You may read and copy any document
filed by BGE at the SEC's public reference room at 450 Fifth Street, N.W., Washington, D.C., 20549. Please call the SEC at
1-800-SEC-0330 for further information on the public reference room. The SEC maintains an internet site at
http://www.sec.gov that contains reports, proxy and information statements, and other information, regarding companies
(including BGE) that file documents with the SEC electronically. BGE's SEC filings may also be obtained from Constellation
Energy's web site at http://www.constellation.com.

The addresses for both the SEC's and BGE's website are inactive textual references only and the contents of those sites
(other than the documents incorporated by reference as set forth below) are not a part of this prospectus.
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This prospectus is part of a registration statement BGE filed with the SEC. In addition, the SEC allows BGE to "incorporate
by reference" the information it files with them, which means that BGE can disclose important information to you by referring
you to those documents. The information incorporated by reference is considered to be part of this prospectus, and later
information that BGE files with the SEC will automatically update and supersede this information. Information furnished under
Items 9 and 12 of our current reports on Form 8-K is not incorporated by reference under this prospectus and registration
statement. BGE incorporates by reference the documents listed below and any future filings made with the SEC under
Sections 13(a), 13(c), 14, or 15(d) of the Securities Exchange Act of 1934 after the date of the initial registration statement
and thereafter until BGE sells all the debt securities.

• BGE's Annual Report on Form 10-K for the year ended December 31, 2002. 

• BGE's Current Report on Form 8-K filed on April 30, 2003 (other than information that is deemed not to have



been filed in accordance with SEC rules). 

• BGE's Quarterly Report on Form 10-Q for the quarter ended March 31, 2003 (which has been superseded by
Form 10-Q/A filed on July 30, 2003 which amendment affects only Part I Items 1, 2, and 4 of the previously
filed Quarterly Report on Form 10-Q). 

• BGE's Current Report on Form 8-K filed on July 31, 2003 (other than information that is deemed not to have
been filed in accordance with SEC rules). 

• BGE's Quarterly Report on Form 10-Q for the quarter ended June 30, 2003. 

• BGE's Current Report on Form 8-K filed on October 30, 2003 (other than information that is deemed not to
have been filed in accordance with SEC rules). 

• BGE's Quarterly Report on Form 10-Q for the quarter ended September 30, 2003.

Any person, including any beneficial owner, may request a copy of these filings, at no cost, by writing or telephoning BGE
at the following address:

Shareholder Services
Baltimore Gas and Electric Company
39 W. Lexington Street
Baltimore, Maryland 21201
410-234-5000

No separate financial statements of the trust are included in this prospectus. BGE and the trust do not consider that such
financial statements would be material to holders of the preferred securities because the trust is a newly formed special
purpose entity, has no operating history or independent operations and is not engaged in and does not propose to engage
in any activity other than holding as trust assets the junior subordinated debentures of BGE and issuing preferred and
common securities. Furthermore, taken together, BGE's obligations under the junior subordinated debentures, the Indenture,
the Declaration, and the Preferred Securities Guarantee provide, in the aggregate, a full, irrevocable and unconditional
guarantee of payments of distributions and other amounts due under the preferred securities of the trust, and BGE does not
expect the trust to file periodic reports under the Exchange Act with the SEC.

You should rely only on the information incorporated by reference or provided in this prospectus. BGE has not authorized
anyone else to provide you with different information. BGE is not making an offer of these securities in any state where the
offer is not permitted. You should not assume that the information in this prospectus is accurate as of any date other than the
date on the front of those documents.
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