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INTRODUCTION

FILING FORMAT

This annual report on Form 10-K is a combined repeing filed by two separate registrants: WGL Hiodi$, Inc.
(WGL Holdings) and Washington Gas Light Company $iiagton Gas). Except where the content clearlicatds
otherwise, any reference in the report to “WGL Hiod,” “we,” “us” or “our” is to the holding company or the consolide
entity of WGL Holdings and all of its subsidiariés¢luding Washington Gas which is a distinct régist that is a wholly
owned subsidiary of WGL Holdings.

TheManagement’s Discussion and Analysis of Financiahdition and Results of Operatiofidanagement’s
Discussion) included under Item 7 is divided int@ tmajor sections for WGL Holdings and WashingtasGncluded
under Item 8 are the Consolidated Financial Stamésnef WGL Holdings and the Financial Statementg/ashington Gas.
Also included are the Notes to Consolidated Firdr8iatements that are presented on a combines! foasioth WGL
Holdings and Washington Gas.

SAFE HARBOR FOR FORWARD-LOOKING STATEMENTS

Certain matters discussed in this report, excludistprical information, include forward-lookingas¢ments within the
meaning of thé>rivate Securities Litigation Reform Act of 1988h respect to the outlook for earnings, reverars other
future financial business performance or strategi@sexpectations. Forward-looking statementsyquiedlly identified by
words such as, but not limited to, “estimates,”gegts,” “anticipates,” “intends,” “believes,” “plari and similar
expressions, or future or conditional verbs suctwély” “should,” “would” and “could.” Although tte registrants, WGL
Holdings and Washington Gas, believe such forwaadihg statements are based on reasonable assus)tiey cannot
give assurance that every objective will be achde¥®rward-looking statements speak only as ofytpdad the registrants
assume no duty to update them. The following fagtamong others, could cause actual results terdifaterially from

forward-looking statements or historical performanc

» the level and rate at which costs and expensdsaurgred and the extent to which they are allowebd recovered
from customers through the regulatory process meotion with constructing, operating and maintagni
Washington G¢'s natural gas distribution syste

» the ability to implement successful approachesadify the current or future composition of gas deted to
customers or to remediate the effects of the ctimefuture composition of gas delivered to custmmas a result of
the introduction of gas from the Dominion Cove RanElba Island facility to Washington Gas’s nafugas
distribution system

» the availability of natural gas supply and intetestaipeline transportation and storage capa

» the ability of natural gas producers, pipeline gagns and natural gas processors to deliver najagainto interstate
pipelines for delivery by those interstate pipedine the entrance points of Washington Gas’s nbgiasdistribution
system as a result of factors beyond our con

» changes and developments in economic, competjinléical and regulatory condition
» changes in capital and energy commodity marketitiond;

» changes in credit ratings of debt securities of WHRIldings or Washington Gas that may affect actesapital or
the cost of deb!

» changes in credit market conditions and creditwnebs of customers and supplie
» changes in relevant laws and regulations, inclutixg environmental and employment laws and reguiat

» legislative, regulatory and judicial mandates asisiens affecting business operations or the tinuhgecovery of
costs and expense

» the timing and success of business and produciamwent efforts and technological improveme
» the pace of deregulation efforts and the availghif other competitive alternatives to our produaihd services
« changes in accounting principle

* new commodity purchase and sales contracts ordiaboontracts and modifications in the terms aétmng
contracts that may materially affect fair valueccdditions under derivative accounting requireme
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the ability to manage the outsourcing of severaifmss processe
acts of nature

terrorist activities an

other uncertainties

The outcome of negotiations and discussions theatdpistrants may hold with other parties from timéime regarding
utility and energy-related investments and stratéginsactions that are both recurring and nonrregumay also affect
future performance. All such factors are diffictatpredict accurately and are generally beyonditrext control of the
registrants. Accordingly, while they believe thag¢ tassumptions are reasonable, the registrantstcansure that all
expectations and objectives will be realized. Resmdee urged to use care and consider the riskgriainties and other
factors that could affect the registrants’ busiresslescribed in this annual report on Form 10-4Kfokward-looking
statements made in this report rely upon the sarfledn protections provided under tRgvate Securities Litigation Reform
Act of 199t
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GLOSSARY OF KEY TERMS

Active Customer Meters Natural gas meters that are physically conneatediuilding structure within the Washington
Gas distribution system and that receive activeicer

Asset Optimization Program A program to optimize the value of Washington Gdshg-term natural gas transportation
and storage capacity resources during periods Wiese resources are not being used to physicalhg sility customers.

Book Value Per Share Common shareholders’ equity divided by the nundf@ommon shares outstanding.

Bundled Service Service in which customers purchase both the abfiis commodity and the distribution or delivefy o
the commodity from the local regulated utility. Wheustomers purchase bundled service from Washingas, no
is applied to the cost of the natural gas commatiigy is passed through to customers.

Business Process Outsourcing (BPO) Agreeme An agreement whereby a service provider perforensam functions thi
have historically been performed by Washington Gas.

City Gate: A point or measuring station at which a gas distibn company such as Washington Gas receivesahgias
from an unaffiliated pipeline or transmission syste

Cooling Degree Day (CDD):A measure of the variation in weather based orexttent to which the daily average
temperature is above 65 degrees Fahrenheit.

Delivery Service The regulated distribution or delivery of natugak to retail customers. Washington Gas providigenig
service to retail customers in Washington, D.C. pads of Maryland and Virginia.

Design Day: Washington Gas’s design day represents the maxiemiitipated demand on Washington Gas’s natural gas
distribution system during a 24-hour period assgnairiive-degree Fahrenheit average temperaturd amailes per hour
average wind, considered to be the coldest comditexpected to be experienced in the Washingtdd, i@gion.

Desigr-Build Energy SystemsFormerly known as the “heating, ventilating andcainditioning (HVAC)” segment, the
design-build energy systems segment includes teeatipns of Washington Gas Energy Systems, Incchvpiovides
design-build energy efficient and sustainable sohstto governmental and commercial clients.

Dividend Yield on Book Value Dividends declared per share divided by book vakreshare.

Earnings Sharing Mechanism (ESM) A rate mechanism that enables Washington Gasatie stith shareholders and
customers the earnings that exceed a target raéeush on equity.

Federal Energy Regulatory Commission (FERC)A n independent agency of the Federal governmentéjgatates the
interstate transmission of electricity, natural,gasd oil. The FERC also reviews proposals to bigigefied natural gas
terminals and interstate natural gas pipelines.

Financial Contract: A contract in which no commaodity is transferredvieen parties and only cash payments are
exchanged in amounts equal to the financial bepéfiblding the contract.

Firm Customers: Customers whose gas supply will not be disruppeti¢et the needs of other customers. Typicallg, thi
class of customer comprises residential customaisreost commercial customers.

Gas Administrative Charge (GAC)A regulatory mechanism designed to remove the aogihcollectible accounts expense
related to gas costs from base rates and insteaajtp Washington Gas to collect an amount for éijsense through its
Purchased Gas Charge provision.

Gross Margin: Operating revenues, less the associated costufahgas or electricity and revenue taxes. Usaddasure
the success of the retail energy-marketing segmente strategy for the sale of natural gas arciradiy.

Heating Degree Day (HDD) A measure of the variation in weather based oregtent to which the daily average
temperature falls below 65 degrees Fahrenheit.

Heavy Hydrocarbons (HHCs) Compounds, such as hexane, which Washington Gajgtting into its distribution system
to treat vaporized liquefied natural gas.

Interruptible Customers: Large commercial customers whose service canmbpdgrily interrupted in order for the
regulated utility to meet the needs of firm custen@&hese customers pay a lower delivery rate financustomers and the
must be able to readily substitute an alternateféwenatural gas.

Liguefied Natural Gas (LNG): The liquid form of natural gas.

Lower of Cost or Market The process of adjusting the value of inventorgeftect the lesser of its original cost or its
current market value.



Mark-to-Market: The process of adjusting the carrying value obsitipn held in a pRiz&itta? drfiaehmesal 2ldiRiatRosradéc
its current fair value. Page 9 of 255

Market-to-Book Ratio: Market price of a share of common stock dividedteyook value per share.

New Customer Meters Adde Natural gas meters that are newly connected tdaldibg structure within the Washington
Gas distribution system. Service may or may noehzeen activated.

Normal Weather: A forecast of expected HDDs or CDDs based on hicgbHDD or CDD data.
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Payout Ratio: Dividends declared per share divided by basiciegsrper share.

PerformanceBased Rate (PBR) planA rate design that includes performance measworesutomer service as well as an
ESM.

Physical Contract: A contract in which the actual physical commodstyransferred between parties to the contract.

PSC of DC: The District of Columbia Public Service Commissisra three-member board that regulates Washingsmsis
distribution operations in the District of Columbia

PSC of MD: The Maryland Public Service Commission is a fivepnber board that regulates Washington &dsstributior
operations in Maryland.

Purchased Gas Charge (PGC The purchased gas charge represents the cos$,aj@mtransportation, gas storage services
purchased and other gas related costs. The putasecharge is collected from customers througtistastablished by
the regulatory commissions that have jurisdictisardNashington Gas.

Regulated Utility Segmen' Includes the operations of Washington Gas whietregulated by regulatory commissions
located in the District of Columbia, Maryland andginia, and the operations of Hampshire Gas Compérich are
regulated by the Federal Energy Regulatory Comupnissi

Retail Energ-Marketing Segment:Unregulated sales of natural gas and electrioignd users by our subsidiary,
Washington Gas Energy Services, Inc.

Return on Average Common Equit' Net income divided by average common shareholaepsity.

Revenue Normalization Adjustment (RNA A regulatory billing mechanism designed to stakilihe level of net revenues
collected from customers by eliminating the effeictleviations in customer usage caused by varigiionveather from
normal levels, and other factors such as conservati

SCC of VA: The Commonwealth of Virginia State Corporation @aigsion is a three-member board that regulates
Washington Gas’s distribution operations in Virgini

Service Area: The region in which Washington Gas operates. Endce area includes the District of Columbia, #mel
surrounding metropolitan areas in Maryland and Migy

Tariffs: Documents issued by the regulatory commissiora@hgurisdiction that set the prices Washington @ag charge
and the practices it must follow when providinditytiservice to its customers.

Third Party Marketer: Unregulated companies that sell natural gas sseatradity directly to retail customers. Washington
Gas Energy Services, Inc., a subsidiary compaiWashington Gas Resources Corporation, is a thiry paarketer.

Therm: A natural gas unit of measurement that includstaadard measure for heating value. We report atural gas
sales and deliveries in therms. A therm of gasainat100,000 British thermal units of heat, oré¢nhergy equivalent of
burning approximately 100 cubic feet of natural gader normal conditions. Ten million therms ecp@broximately one
billion cubic feet of natural gas.

Unbundling: The separation of the delivery of natural gaslectecity from the sale of these commodities asldted
services that, in the past, were provided only bygulated utility.

Utility Net Revenues:Operating revenues less the associated cost ofyeanad applicable revenue taxes. Used to analyze
the profitability of the regulated utility segmens the cost of gas associated with sales to cestoamd revenue taxes are
generally pass through amounts.

Value-At-Risk: A risk measurement that estimates the largestatepdoss over a specified period of time undenmabr
market conditions within a specified probabilistanfidence interval.

Washington Gas:Washington Gas Light Company is a subsidiary ofWH®Idings, Inc. that sells and delivers naturad ga
primarily to retail customers in accordance wittifta set by the PSC of DC, the PSC of MD and tlCf VA.

Washington Gas ResourcedVashington Gas Resources Corporation is a subgidiaVGL Holdings, Inc. that owns the
majority of the non-utility subsidiaries.

WGEServices:Washington Gas Energy Services, Inc. is a subgidiiWashington Gas Resources Corporation thé sel
natural gas and electricity to retail customeraprunregulated basis.

WGESystems:Washington Gas Energy Systems, Inc., is a sulsgidiaashington Gas Resources Corporation, that
provides design-build energy efficient and sustalmaolutions to government and commercial clients.

WGL Holdings: WGL Holdings, Inc. is a holding company that beedime parent company of Washington Gas Light
Company and its subsidiaries effective Novemb&00Q.

Weather Derivative:A financial instrument that provides protectioarfr variations from normal weath
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Weather Insurance Policy:An insurance policy that provides protection frime negatiyefinapsial effects of weather.

Weather Normalization Adjustment (WNA)A billing adjustment mechanism that is designethinimize the effect of
variations from normal weather on utility net reues.
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ITEM 1. BUSINESS

CORPORATE OVERVIEW

WGL HOLDINGS, INC.

WGL Holdings is a holding company that was estéigiison November 1, 2000 as a Virginia corporatioovin
subsidiaries that sell and deliver natural gaspanglide a variety of energy-related products amrdises to customers
primarily in the District of Columbia and the sunraling metropolitan areas in Maryland and VirgiM&GL Holdings own:
all of the shares of common stock of Washington, @asgulated natural gas utility, and all of thares of common stock
of Washington Gas Resources Corporation (WashinGmsResources), Hampshire Gas Company (Hampsinidegrab
Run Gas Company (Crab Run). Washington Gas Resoawees three unregulated subsidiaries that incdshington Ge
Energy Services, Inc. (WGEServices), Washington Besgy Systems, Inc. (WGESystems) and Washingas@edit
Corporation (Credit Corp.).

WASHINGTON GAS LIGHT COMPANY

Washington Gas is a regulated public utility theltssand delivers natural gas to customers in tis&ritt of Columbia
and adjoining areas in Maryland, Virginia and saveities and towns in the northern ShenandoaheYaif Virginia.
Washington Gas has been engaged in the naturdigfeibution business for 161 years, since its ipoeation by an Act of
Congress in 1848. Washington Gas has been a \argorporation since 1953 and a corporation of tis#riot of Columbia
since 1957.

INDUSTRY SEGMENTS
We have three operating segments:

The regulated utility segment.The regulated utility segment consists of Wastoingsas and Hampshire. Washington
Gas, a wholly owned subsidiary of WGL Holdingstagulated by the Public Service Commission of theriat of
Columbia (PSC of DC), the Public Service CommisgibMaryland (PSC of MD) and the State Corporat@mmmission o
Virginia (SCC of VA). Hampshire, a wholly owned sidiiary of WGL Holdings, is regulated by the Fedé&mergy
Regulatory Commission (FERC). Hampshire operatdsomms full and partial interests in undergrountured gas storage
facilities including pipeline delivery facilitie®tated in and around Hampshire County, West ViegiWashington Gas
purchases all of the storage services of Hampsinideincludes the cost of these services in the &dht to its customers.
Hampshire operates under a “pass-through” costroice-based tariff approved by the FERC, and agljits billing rates to
Washington Gas on a periodic basis to accounttfanges in its investment in utility plant and exges

The retail energy-marketing segmentThe retail energy-marketing segment consisth®@biperations of WGEServices
which competes with regulated utilities and otheregulated third party marketers by selling thauraltgas and electric
commodity directly to residential, commercial andustrial customers with the objective of earning@fit through
competitively priced contracts.

The design-build energy systems segmeifithe design-build energy systems segment, whiokists of the operations
of WGESystems, provides design-build energy efficend sustainable solutions to governmental anthoercial clients.

Transactions not specifically identifiable in orfeteese three segments are accumulated and reportieel category
“Other Activities.” These transactions primarilyrsist of administrative costs associated with WGildihgs and
Washington Gas Resources. Additionally, these itietivinclude the operations of Crab Run, a smgll@ation and
production company, and Credit Corp., which presipwffered financing to customers to purchaseaggdiances and oth
energy-related equipment, but no longer offersfihencing.

Operating revenues, net income, and total assetafth of our segments are presented in Note fitedflotes to
Consolidated Financial Statements.
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Item 1. Business (continued)

REGULATED UTILITY SEGMENT

Description

The regulated utility segment consists of approxélye91% of our consolidated total assets. Washim@as, the core
of the regulated utility segment, delivers natgas to retail customers in accordance with taaffproved by the regulatory
commissions that have jurisdiction over Washindi@s's rates and terms of service. These regulatommissions set the
rates in their respective jurisdictions that Wagtom Gas can charge customers for its rate-reguaevices. Washington
Gas also sells natural gas to customers who havelexted to purchase natural gas from unreguthied party marketers
(refer to the section entitlétlatural Gas Unbundling”). Washington Gas recovers the cost of the nagasito serve firm
customers through gas cost recovery mechanismgpaswveed in jurisdictional tariffs. Any differencetween the firm
customer gas costs incurred and the gas costsexabfrom those firm customers is deferred on Hiarite sheet as an
amount to be collected from or refunded to custenefuture periods. Therefore, increases or dsem the cost of gas
associated with sales made to firm customers handiract effect on Washington Gas’s net revenuelsran income.

Washington Gas conducts an asset optimization anogvhich utilizes Washington Gas’s storage andspartation
capacity resources when not being used to phygisative utility customers by entering into commypdélated physical ar
financial contracts with third parties with the etfive of deriving a profit to be shared with it#ity customers (refer to the
section entitledAsset Optimization™for a further discussion of our asset optimizafoogram). Unless otherwise noted,
therm deliveries shown related to Washington Gabkeregulated utility segment do not include thedslivered related to
our asset optimization program.

At September 30, 2009, Washington Gas had 1.08#%maictive customer meters in an area having allabipn
estimated at 5.3 million and over two million holiskls and commercial structures. Active custometersaeflect alll
natural gas meters connected to the WashingtordiSaibution system, excluding those meters thatrat currently
receiving service. Washington Gas is not depenadie single customer or group of customers sudttledoss of any one
or more of such customers would have a signifieaverse effect on its business. The following tdibte the number of
active customer meters and therms delivered bgdiation as of and for the year ended Septembe2@IH) and 2008,
respectively.

Active Customer Meters and Therms Delivered by Jusdiction

Millions of Therms Millions of Therms

Active Customer Delivered Active Custome Delivered
Meters as of Fiscal Year Ended Meters as o Fiscal Year Ende
Jurisdiction September 30, 20C September 30, 20C September 30, 201 September 30, 20
District of Columbia 151,92: 321.¢ 151,51 306.4
Maryland 431,84( 791.¢ 427,55 732.1
Virginia 480,30¢ 621.¢ 473,96 577.
Total 1,064,07. 1,735.( 1,053,03; 1,616.:

For additional information on our gas deliveries ameter statistics, refer to the section entitlRdsults of Operations”
in Management'’s Discussion for Washington Gas.

Factors critical to the success of the regulatdiyusegment includefi) operating a safe and reliable natural gas
distribution system(ii) having sufficient natural gas supplies to servedésmand of its customer@ii) being competitive
with other sources of energy such as electricitg| bil and propandjv) access to sources of liquidiff%) recovering the
costs and expenses of this business in the ratbarifjes to customers afui) earning a just and reasonable rate of retul
invested capital. During fiscal years ended Sep&rib, 2009, 2008, and 2007, the regulated uskyment reported total
operating revenues related to gas sales and debwvierexternal customers of approximately $1.kopi] $1.6 billion and
$1.5 billion, respectively.

Rates and Regulatory Matters

Washington Gas is regulated by the following statd local government agencies which approve tmesterf service
and the billing rates that it charges to its cugmnThe rates charged to utility customers ar@ded to recover
Washington Gas'’s operating expenses and naturalaggamodity costs and to provide a return on it®stnent in the net
assets used in its firm gas sales and
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Item 1. Business (continued)

delivery service. Refer to the section entitldites and Regulatory Mattersih Management’s Discussion for Washington
Gas for a discussion of current rates and regylatatters.

District of Columbia Jurisdiction

The PSC of DC consists of three full-time membehs are appointed by the Mayor with the advice antsent of the
District of Columbia City Council. The term of eacbhmmissioner is four years. There are no limitation the number of
terms that can be served. The PSC of DC has ndlitimtation in which it must make decisions regaglimodifications to
base rates charged by Washington Gas to its custome

Maryland Jurisdiction

The PSC of MD currently consists of five full-timembers who are appointed by the Governor wittathéce and
consent of the Senate of Maryland. Each commissigregppointed to a five-year term, with no limit the number of terms
that can be served.

Washington Gas is required to give 30 days’ ndtiere filing for a rate increase. The PSC of MDynmatially
suspend the proposed increase for 150 days foltpthie 30-day notice period, and then has the opti@xtend the
suspension for an additional 30 days. If actiond@seen taken after 210 days, the requestedbatesne effective subject
to refund.

Virginia Jurisdiction

The SCC of VA consists of three full-time membefsovare elected by the General Assembly of VirgiBiach
commissioner has a six-year term with no limitationthe number of terms that can be served.

Either of two methods may be used to request afination of existing rates. First, Washington Gaayrfile an
application for a general rate increase in whighaly propose new adjustments to the cost of sethiateare different from
those previously approved for Washington Gas bySBE€ of VA, as well as a revised return on eqitye proposed rates
under this process may take effect 150 days dfeefiling, subject to refund pending the outcomé¢hef SCC of VA's action
on the application.

Second, an expedited rate case procedure is aleaildich provides that proposed rate increaseslmagffective
30 days after the filing date, also subject tomdfuJnder the expedited rate case procedure, WgtsimiGas may not
propose any new adjustments for issues not prelyiapproved in its last general rate case, or aghan its return on
common equity from the level authorized in its lgsheral rate case. Once filed, other parties maggse new adjustments
or a change in the cost of capital from the lewtharized in its last general rate case. The expédate case procedure may
not be available if the SCC of VA decides that ¢hleas been a substantial change in circumstanues thie last general rate
case filed by Washington Gas.

Seasonality of Business Operations

Washington Gas’s business is weather-sensitivesaasional because the majority of its businessigetdiefrom
residential and small commercial customers whonaseral gas for space heating purposes. Excluditigaties for electric
generation, in fiscal year 2009 and 2008, approteiya 7% and 75%, respectively, of the total thedakvered in
Washington Gas'’s service area occurred duringrésdnd second fiscal quarters. Washington Gaa'siegs are typically
generated during these two quarters, and Washir@ésnhistorically incurs net losses in the third &urth fiscal quarters.
The seasonal nature of Washington Gas's busineasesrlarge variations in short-term cash requingsn@rimarily due to
the fluctuations in the level of customer accounat®ivable, unbilled revenues and storage gas faxies. Washington Gas
finances these seasonal requirements primarilytirehe sale of commercial paper and unsecured-srar bank loans.
For information on our management of weather tigfer to the section entitlé@Veather Risk”in Management'’s
Discussion. For information on our management ofoash requirements, refer to the section entitlaquidity and Capita
Resource” in Management’s Discussion.

Natural Gas Supply and Capacity
Capacity and Supply Requirements

Washington Gas is responsible for acquiring sudfitinatural gas supplies, interstate pipeline dgpand storage
capacity to meet customer demand. As such, Waginir@as has adopted a diversified portfolio appratedigned to satis
the demand of its customers and to address theraors on supply, using multiple supply receiping®s, dependabl



interstate pipeline transportation and storagengements, and its own substantREStb fatAtiaskmesellysbillldsA@Po
meet its customers’ demands. Washington Gas's gyl pipeline capacity plan is%%6€8 8rf¥8recasystem
requirements, and takes into
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account estimated load growth by type of customuifion, conservation, geographic location, istate pipeline and
storage capacity and contractual limitations amdftihecasted movement of customers between busdleite and deliver
service. Under reduced supply conditions, Washim@as may implement contingency plans in orderagimize the
number of customers served. Contingency plansdeciaquests to conserve to the general populatidneageted
curtailments to specific sections of the systemsigient with curtailment tariffs approved by regals in each of
Washington Gas's three jurisdictions.

Washington Gas obtains natural gas supplies tliginate from the Gulf Coast Region, the Appalactaad Canadian
regions, as well as natural gas in the form of vizpd liquefied natural gas (LNG) through the C&ant LNG terminal
owned by Dominion Cove Point LNG, LP and Dominiaiismission, Inc. (collectively Dominion) as dissed below. At
September 30, 2009 and 2008, Washington Gas heidesagreements with four pipeline companies thaviped firm
transportation and/or storage services directiWashington Gas’s city gate. For fiscal years 2089 2008, respectively,
these contracts have expiration dates ranging fismeal years 2010 to 2029 and 2009 to 2028.

Cove Point Natural Gas Supply

In late fiscal year 2003, Dominion reactivatedGve Point LNG terminal. The composition of the edped LNG
received from the Cove Point LNG terminal resultethcreased leaks in mechanical couplings on titéign of our
distribution system in Prince George’s County, Mang that directly receives the Cove Point gasotigh a pipeline
replacement project and the construction of a hégdyocarbon (HHC) injection facility at the gatatgon that exclusively
receives gas from the Cove Point terminal, Wasbim@as has reduced the occurrence of new cougalglin this area of
the distribution system. A recent expansion ofghgsical capacity of the Cove Point terminal cagslult in a substantial
increase in the receipt of Cove Point gas intotamithl portions of Washington Gas’s distributiorstgm as greater volumes
of Cove Point gas are introduced into other doveastr pipelines that provide service to Washingtos. Based upon
engineering and flow studies and our experiendsticrease in the receipt of Cove Point gas ilyiko result in a
significantly greater number of leaks in other part Washington Gas’s distribution system, unlegsedforts to mitigate
these additional leaks are successful. Washingamisattempting to mitigate this anticipated iaseein leaks througfii)
pipeline replacement progran{g) the operation of three HHC injection faciliti€si) isolating its interstate pipeline
receipt points and limiting the amount of gas reedj where possible, from pipelines that trans@ante Point gagiv)
blending, where possible, the Cove Point gas witlerosupplies of natural gas from within the coatital United States and
(v) continued efforts before the FERC to condition é@meental increases in deliveries from the Cove Remminal on the
appropriate resolution of safety concerns consistéth the public interest. Refer to the sectiotittad “Operating Issues
Related To Cove Point Natural Gas Su[” in Management's Discussion for further informatmmthis issue.

Projects for Expanding Capacity

As the result of growing demand, Washington Gagipates enhancing its peaking capacity by constrg@an LNG
peaking facility that is currently expected to lmenpleted and placed in service by the 2013-2014ewimeating season,
subject to favorable outcomes on certain zoninglegal challenges. This peaking facility will prdei two million therms
of deliverability and 10 million therms of annuadiage capacity. For information related to captgdenditures for this
peaking facility, refer to the section entitlddquidity and Capital Resources—Capital Expendést in Management’s
Discussion. Additionally, Washington Gas has carird with various interstate pipeline and storagmganies to expand
its transportation and storage capacity. Recenegimcompleted or in progress, to expand Washim@as’s transportation
and/or storage capacity, are outlined below:

Projects For Expanding Transportation and Storage @pacity (In therms)
Daily Storage

Transportatior Annual Storags In-Service Datt
Pipeline Service Provide Capacity Capacity (Fiscal Year,
Three-year phase-in that

Hardy Storage Company LL®@ 800,00( 56 million began in 200
Columbia Gas Transmission Corporation (Ohio Storage

Expansion@b) 600,00( 40 million 2010
Columbia Gas Transmission Corporation (Eastern ktark

Expansion Storag¢@ 500,00( 30 million 2010
Dominion Transmission Inc. Storage Fact 1 million 60 million 2015

@ Supplier delivers the stored natural gas directi¥ashington Gas’s distribution system using thgabdities of the Columbia Gas Transmission
system

® Washington Gas converted 600,000 therms of firmsjpartation capacity into firm storage capacityfi 2009.
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Washington Gas will continue to monitor other ogpoities to acquire or participate in obtaining éiddal pipeline ani
storage capacity that will support customer groarid improve or maintain the high level of servigpexted by its
customer base.

Asset Optimization

Washington Gas optimizes the value of its long-teatural gas transportation and storage capadturees during
periods when these resources are not being uggd/sically serve utility customers. Washington @tlizes its
transportation capacity assets to benefit from fable natural gas price differentials between déifé geographic locations
and its storage capacity assets to benefit froraréble natural gas price differentials betweenredéht time periods.
Washington Gas enters into physical and finanaailvdtive transactions in the form of forwards, pwand option contrac
to lock-in operating margins that Washington Gasultimately realize. Regulatory sharing mechargssmall three
jurisdictions allow the profit from these transaaot to be shared between Washington's shareholders and customers;
therefore, any changes in fair value are recordemligh earnings, or as regulatory assets or ltedslito the extent that ga
and losses associated with these derivative ingntswill be included in the rates charged to austrs.

The derivatives used under this program are sutgatiark-to-market accounting treatment. This treatt may cause
significant period-to-period volatility in earnin§f®m unrealized gains and losses associated tétbet valuation changes
for the portion of net profits to be retained foaseholders; however, this volatility does not dethe locked-in operating
margins that Washington Gas will ultimately realiman these transactions. In accordance with Fiig#eccounting
Standards Board ASC Topic 81&ccounting for Derivative Contracts Held for TradiRPurposes and Involved in Energy
Trading and Risk Management ActivitigASC Topic 815), all physically and financiallgtded contracts under our asset
optimization program are reported on a net bastBarstatements of income in “Utility cost of gasttal net margins
recorded to “Utility cost of gas” after sharing amanagement fees associated with all asset optigniziansactions for the
fiscal year ended September 30, 2009 were $121mil

During fiscal year 2009 and 2008, respectively,.9illion and 520.6 million therms of natural gasre purchased
under our asset optimization program and 772.7anitkind 520.1 million therms of natural gas werkveeed for contracts
that were physically settled related to our intéynmanaged asset optimization program. Refer ¢oséctions entitled
“Results of Operations — Regulated Utility” and “Mat Risk” in Management’s Discussion for a furtbéscussion of this
program and its effect on earnings.

Annual Sendout

As reflected in the table below, there were sixrees of delivery through which Washington Gas resgtinatural gas to
satisfy its customer demand requirements in figeal 2009. These same six sources also are expgediedutilized to
satisfy customer demand requirements in fiscal 2840. Firm transportation denotes gas transpalitedtly to the entry
point of Washington Gas’s distribution system imtcactually viable volumes. Transportation storegaotes volumes
stored by a pipeline during the spring, summerfatidor withdrawal and delivery to the Washingt@as distribution
system during the winter heating season to meetreguirements. Peak load requirements are mgt)bynderground
natural gas storage at the Hampshire storageifidithmpshire County, West Virginiéj) the local production of propane
air plants located at Washington Gasned facilities in Rockville, Maryland (Rockvilltation) and in Springfield, Virgini
(Ravensworth Station) ar{di) other peak-shaving resources. Unregulated thirny paarketers acquire interstate pipeline
and storage capacity and the natural gas commodibehalf of Washington Gas’s delivery service aongrs under
customer choice programs, some of which may beigeohvthrough transportation, storage and peakisguees that may
be provided by Washington Gas to the unregulatied gfarty marketers under tariffs approved by tive¢ public service
commissions (refer to the section entitf®thtural Gas Unbundling”). These retail marketers have natural gas deliviere
the entry point of Washington Gas’s distributiostgyn on behalf of those utility customers that hdeeided to acquire
their natural gas commodity on an unbundled basisliscussed below.

During fiscal year 2009, total sendout on the systeas 1,716 million therms, compared to total semadd
1,610 million therms during fiscal year 2008. Tailudes the sendout of sales and deliveries ofralagas used for elect
generation. The increase in 2009 was the resulieather in fiscal year 2009 that was colder thacdli year 2008. The
sendout for fiscal year 2010 is estimated at 1/@#lion therms (based on normal weather), excludimgsendout for the
sales and deliveries of natural gas used for
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electric generation. The sources of delivery atated volumes that were used to satisfy the remerdgs of fiscal year 20(
and those projected for pipeline year 2010 are shiavthe following table.

Sources of Delivery for Annual Sendou

(In millions of therms Fiscal Yeal
Sources of Deliver Actual 2008 Actual 2009 Projected 201!
Firm Transportatiot 58¢ 69& 50¢
Transportation Storac 262 22¢ 44%
Hampshire Storage, Company-Owned Propane-Air Rlants
other Pea-Shaving Resource 20 24 74
Unregulated Third Party Markete 74C 76¢ 601
Total 1,61C 1,71¢ 1,62¢

Design Day Sendout

The effectiveness of Washington Gas’s capacityuesoplan is largely dependent on the sources tassatisfy
forecasted and actual customer demand requirerfaerits design day. For planning purposes, Wasbin@as assumes
that all interruptible customers will be curtailed the design day. Washington Gas’s forecastedjdelsiy demand for the
2009-2010 winter season is 18.4 million therms \Afathington Gas'’s projected sources of deliveryd&gign day sendout
is 19.4 million therms. This provides a reservegiraof approximately 5.3%. Washington Gas plangtieroptimal
utilization of its storage and peaking capacityeiduce its dependency on firm transportation ardwer pipeline capacity
costs. The following table reflects the sourcedadivery that are projected to be used to satisfyforecasted design day
sendout estimate for fiscal year 2010.

Projected Sources of Delivery for Design Day Sendb

(In millions of therms Fiscal Year 201!
Sources of Deliver Volumes  Percer
Firm Transportatiot 5.2 27%
Transportation Storac 7.3 37%
Hampshire Storage, Comp«+Owned Propar-Air Plants, and other Pe- Shaving Resource 6.8 35%
Unregulated Third Party Markete 0.1 1%
Total 19.4 10(%

Natural Gas Unbundling

At September 30, 2009, customer choice programsdtural gas customers were available to all of Weagon Gas’s
regulated utility customers in the District of Colhia, Maryland and Virginia. These programs allawstomers to choose
purchase their natural gas from unregulated thamtlypmarketers, rather than purchasing this comtyp@di part of a bundle
service from the local utility. Of Washington Ga§'€64 million active customers at September 3092@pproximately
149,000 customers purchased
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their natural gas commodity from unregulated tipiagity marketers. The following table provides ttagus of customer
choice programs in Washington Gas's jurisdictionSeptember 30, 2009.

Status of Customer Choice Programs
At September 30, 200¢

Jurisdiction Customer Clas Eligible Customer:
Total % Participatin
District of Columbia Firm:
Residentia 138,86 9%
Commercie 12,83¢ 36%
Interruptible 221 91%
Maryland Firm:
Residentia 402,22 16%
Commercie 29,34¢ 41%
Interruptible 264 10C%
Virginia Firm:
Residentia 452,46 11%
Commercie 27,63: 31%
Interruptible 20¢ 97%
Total 1,064,07. 14%

When customers choose to purchase the naturabgamadity from unregulated third party marketers,sihiagton
Gas’s net income is not affected because Washir@smncharges its customers the cost of gas widmutnark-up. When
customers select an unregulated third party marketéheir gas supplier, Washington Gas continnieharge these
customers to deliver natural gas through its distion system at rates identical to the deliverstipo of the bundled sales
service customers.

Competition
The Natural Gas Delivery Function

The natural gas delivery function, the core busirddVNashington Gas, continues to be regulatedtsl Fegulatory
commissions. In developing this core business, \WMgsbn Gas has invested $3.2 billion as of Septer@de2009 to
construct and operate a safe and reliable natasaflgtribution system. Because of the high fixestsand significant
safety and environmental considerations associaitiadbuilding and operating a distribution systaashington Gas
expects to continue being the only owner and opedta natural gas distribution system in its eatrfranchise area for the
foreseeable future. The nature of Washington Gassomer base and the distance of most custonersifiterstate
pipelines mitigate the threat of bypass of itslities by other potential delivery service proviger

Competition with Other Energy Products

Washington Gas faces competition based on customeference for natural gas compared to other ergnagucts an
the comparative prices of those products. In te&lemtial market, which generates a significantiporof Washington
Gas’s net income, the most significant product cetitipn occurs between natural gas and electri@igcause the cost of
electricity is affected by the cost of fuel usedjemerate electricity, such as natural gas, WastinGas generally maintai
a price advantage over competitive electricity $yppits service area for traditional residentiakes of energy such as
heating, water heating and cooking. Washington asinues to attract the majority of the new resii construction
market in its service territory, and consumers’toanng preference for natural gas allows Washinggas to maintain a
strong market presence.

In the interruptible market, fuel oil is the presal energy alternative to natural gas. Washingtag’'$3success in this
market depends largely on the relationship betwedaral gas and oil prices. The supply of natuaal grimarily is derived
from domestic

11
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sources, and the relationship between supply anthdée generally has the greatest impact on natasapgces. As a large
portion of oil comes from foreign sources, politieaents can have significant influences on oildigs and, accordingly,
oil prices.

RETAIL ENERGY-MARKETING SEGMENT

Description

The retail energy-marketing segment consists obfierations of WGEServices, which competes withulieggd utilities
and other unregulated third party marketers torgslliral gas and/or electricity directly to resitigin commercial and
industrial customers in Maryland, Virginia, Delawamnd the District of Columbia. WGEServices cortdar its supply
needs and buys and resells natural gas and eiscwith the objective of earning a profit througbhmpetitively priced
contracts with end-users. These commodities areestet! to retail customers through the distribuystems owned by
regulated utilities such as Washington Gas or atheffiliated natural gas or electric utilities. geéngton Gas delivers the
majority of natural gas sold by WGEServices, andffillated electric utilities deliver all of the edtricity sold. Additionally
WGEServices bills its customers through the billimgvices of the regulated utilities that delitsrdommaodities as well as
directly through its own billing capabilities. WGE&ices is also expanding its renewable energyeaedgy conservation
product and service offerings. During the fiscadtyended September 30, 2009, WGEServices contrémtetid completed
the construction of one Solar Photovoltaic (SoMj facility, which includes ownership of the opeaaial asset, and has
contracted for two additional facilities that asgected to be completed by December 31, 2009. Ghlaerthese facilities,
WGEServices does not own or operate any naturabigakectric generation, production, transmissiodistribution assets.
Continued expansion may include the ownership loéiotenewable energy producing assets.

At September 30, 2009, WGEServices served appraslyna51,000 residential, commercial and industigural gas
customers and approximately 113,000 residentiahnaercial and industrial electricity customers lechin Maryland,
Virginia, Delaware and the District of Columbia. \EGervices is not dependent on a single customesrarentration of
customers such that the loss of any one or mosei@f customers would have a significant adversseedih its business.

Factors critical to the success of the retail epengrketing segment includé) managing the market risk of the
difference between the sales price committed ttoowsrs under sales contracts and the cost of naassand electricity
needed to satisfy these sales commitméitsmanaging credit risks associated with customerssapgliers{iii) having
sufficient deliverability of natural gas and elécsupplies and transportation to serve the denoéitd customers which c:
be affected by the ability of natural gas producpiigeline gatherers, natural gas processors siatier pipelines, electricity
generators and regional electric transmission ¢peséo deliver the respective commoditi@g) access to sources of
liquidity; (v) controlling the level of selling, general and adistirative expenses, including customer acquisiigpenses
and(vi) the ability to access markets through customeroghpiograms or other forms of deregulation. Thailrenergy-
marketing segment’s total operating revenues fretaraal customers for fiscal year 2009 was $1.obil and $1.1 billion
for each fiscal year ended 2008 and 2007.

Seasonality of Business Operations

The operations of WGEServices are seasonal, wigletaamounts of electricity being sold in the summenths and
larger amounts of natural gas being sold in theevimonths. Working capital requirements vary digantly during the
year, and these variations are financed primanilgugh WGL Holding' issuance of commercial paper and unsecured short-
term bank loans. WGEServices accesses these farmdgyh the WGL Holdings money pool. This money palsb
accumulates cash from the periodic issuance of W@Idings common stock and the operations of cetanegulated
subsidiaries, and provides short-term loans toratheegulated subsidiaries to meet various workimgjtal needs.

Natural Gas Supply

WGEServices purchases its natural gas from a nuofheholesale suppliers in order to minimize itpgly costs and t
avoid relying on any single provider for its nalugas supply. Natural gas supplies are deliverea¥@&EServices’ market
territories through several interstate naturalgpslines. To supplement WGEServices’ natural gggpkes during periods
of high customer demand, WGEServices maintainsgaage inventory in storage facilities that argigreed by natural gas
utilities such as Washington Gas. This storageritry enables WGEServices to meet daily and morithgguations in
demand and to minimize the effect of market prickatiity.
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Electricity Supply

The PJM Interconnection (PJM) is a regional traissinih organization that regulates and coordinatesmtion supply
and the wholesale delivery of electricity in thates and jurisdictions where WGEServices opersté€sEServices buys
wholesale and sells retail electricity in the PJldrket territory and is subject to its rules ancutations. PJM requires that
its market participants have sufficient load cafyaiti serve their customers’ load requirementssédeh, WGEServices has
entered into contracts with multiple electricityppliers to purchase its electricity and electripagty needs. These
contracts cover various periods ranging from onetinto several years into the future.

Competition
Natural Gas

WGEServices competes with the commodity pricesreffdy regulated gas utilities and other third ypanarketers to
sell natural gas to customers both inside and @eitsi the Washington Gas service area. Marketenainfral gas compete
largely on price; therefore, gross margins ardikely small. To determine competitive pricing andadherence to its risk
management policies and procedures, WGEServiceagrarits natural gas contract portfolio by clogetching the
timing of gas purchases from wholesale supplieth vétail sales commitments to customers. For eudision of
WGEServices’ exposure to and management of prite méfer to the section entitléMarket Risk—Price Risk Related to
the Retail Energy-Marketing Segmeim’"Management’s Discussion.

Electricity

WGEServices competes with regulated electric igdiand other third party marketers to sell eleitjrito customers.
Marketers of electric supply compete largely orcgriherefore, gross margins are relatively srifalldetermine
competitive pricing and in adherence to its risknagement policies and procedures, WGEServices reantsgelectricity
contract portfolio by closely matching the timinedectricity purchases from suppliers with salemmitments to
customers. For a discussion of WGEServices’ exgoguand management of price risk, refer to thé@eentitled
“Market Risk—Price Risk Related to the Retail EryelMarketing Segmenth Management’s Discussion.

WGEServices’ electric sales opportunities are §icantly affected by the price for Standard Offerdce (SOS)
offered by electric utilities. These rates are didally reset based on the regulatory requiremienésch jurisdiction and
customer class. From time-to-timggnificant sales opportunities may exist or salggortunities may be very limited due
the relationship of these SOS rates to current etgotices.

DESIGN-BUILD ENERGY SYSTEMS SEGMENT

Description

The design-build energy systems segment, whichistsnsf the operations of WGESystems, providesgiebuild
energy efficient and sustainable solutions to gowvemtal and commercial clients. WGESystems focapagograding the
mechanical, electrical, water and energy-relatetiesys of large governmental and commercial fagditly implementing
both traditional as well as alternative energy textbgies, primarily in the District of Columbia, Mdand and Virginia. The
design-build energy systems segment derived appairly 80% of its revenues from various agencigb®federal
Government in fiscal year 2009.

As of September 30, 2009 and 2008, WGESystems badldog of $42.0 million and $39.3 million, respeely. This
backlog only includes work associated with signedtacts. Of the backlog as of September 30, 2@9approximate
value of work to be completed beyond fiscal yegk®@®as $13.2 million.

Factors critical to the success of the design-hbenldrgy systems segment inclu@¥:generating adequate revenue from
the government and private sectors in the faaili@gstruction and retrofit market@) building a stable base of customer
relationships(iii) estimating and managing fixed-price contratg; building and maintaining a stable base of
sub-contractor relationships a( controlling selling, general and administrative enges.
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Competition

There are many competitors in this business segiiéititin the government sector, competitors pritydriclude
companies performing Energy Savings Performancear@cing (ESPC) as well as utilities performing anttility Energy
Saving Contracts (UESC). In the commercial markataddition to ESPCs and UESCs, competitors inelméinufacturers
of equipment and control systems and consultinmgdilnWGESystems competes on the basis of strongrastrelationshig
developed over many years of implementing succepsbjects, developing and maintaining strong sigopklationships,
and focusing in areas where it can bring relatijeeetise.

ENVIRONMENTAL MATTERS

We are subject to federal, state and local lawsregdlations related to environmental matters. &l@slving laws and
regulations may require expenditures over a lomgftiame to control environmental effects. Alimosbéthe environment:
liabilities we have recorded are for costs expetdae incurred to remediate sites where we oedgmessor affiliate
operated manufactured gas plants (MGPs). Estinadiéebilities for environmental response costs diféicult to determine
with precision because of the various factors tlaataffect their ultimate level. These factorsud@, but are not limited, to
the following:

» the complexity of the site
» changes in environmental laws and regulationseatetieral, state and local leve
» the number of regulatory agencies or other paitiesived;

» new technology that renders previous technologpleles or experience with existing technology thavps
ineffective;

« the level of remediation required a

« variations between the estimated and actual p@fitiche that must be dedicated to respond to air@mwentally
contaminated site

Washington Gas has identified up to ten sites whemeits predecessors may have operated MGPshWgen Gas las
used any such plant in 1984. In connection witlsehgperations, we are aware that coal tar andicettaer by-products of
the gas manufacturing process are present at osogege former sites, and may be present at otBased on the
information available to us, we have concluded tiwate of the sites are likely to present an unaedéprisk to human
health or the environment.

At one of the former MGP sites, studies show thesence of coal tar under the site and an adjoimiagerty.
Washington Gas has taken steps to control the mentaf contaminants into an adjacent river by itiatha water
treatment system that removes and treats contamdiiggoundwater at the site. Washington Gas receippdoval from
governmental authorities for a comprehensive reatidi plan for the majority of the site that pesribmmercial
development of Washington Gagiroperty. Washington Gas has entered into areagmet with a national developer for
development of this site in phases. The first tlhages have been completed, with Washington Ganirgta ground lease
on each phase. A Record of Decision for that portibthe site not owned by Washington Gas was é#udugust, 2006.
Negotiations on a consent agreement regarding riemau of that property were postponed when the wis transferred i
late 2007 to a new governmental owner and the gowvental entities involved agreed to review howtthasfer impacts th
Record of Decision. On September 21, 2006, goventahauthorities notified Washington Gas of thaiside to have the
utility investigate and remediate river sedimentthie area directly in front of the former MGP sithere has been no
agreement among Washington Gas and governmentairiigs as to the type and level of sediment itigason and
remediation that should be undertaken for this aféhe river; accordingly, we cannot estimatehét time the potential
future costs of such investigation and remediation.

At a second former MGP site and on an adjacengpafdand, Washington Gas developed a “monitoiondy”
remediation plan for the site. This remediatiompleceived approval under a state voluntary clopusgram.

We do not expect that the ultimate impact of thasgters will have a material adverse effect onaaynital expenditure
earnings or competitive position. At the remaing@ight sites, either the appropriate remediatidseiag undertaken, or no
remediation should be necessary. See Note 12 ddkes to Consolidated Financial Statements fah&rdiscussion of
environmental response costs.
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OTHER INFORMATION

At September 30, 2009, we had 1,410 employees d¢simgprl,316 utility and 94 non-utility employeest A
September 30, 2008, we had 1,448 employees comgpiisB59 utility and 89 non-utility employees.

Our code of conduct, corporate governance guidgliaed charters for the governance, audit and huesaurces
committees of the Board of Directors are availalighe corporate Web site www.wglholdings.conder the “Corporate
Governance” link, and any changes or amendmertese documents will also be posted to this sectiaur Web site.
Copies also may be obtained by request to the Catgp&ecretary at WGL Holdings, Inc., 101 ConstituAve., N.W.,
Washington, D.C. 20080. We make available freehafge on our corporate Web site, our annual rejports
Form 10-K, quarterly reports on Form 10-Q and aurreports on Form 8-K, and any amendments, as asoeasonably
practicable after such reports have been electbyifiled with or furnished to the Securities aBdchange Commission.
Additional information about WGL Holdings is alseadlable on its Web site and at the address liatele.

Our Chairman and Chief Executive Officer certiftedhe New York Stock Exchange (NYSE) on March2@)9 that,
as of that date, he was unaware of any violatiod@L Holdings of the NYSE's corporate governanstifig standards.

Our research and development costs during fisaalsy2009, 2008 and 2007 were not material.

15




REGIE 2.1 Attachment 9 WGL 10-K 2009
Page 30 of 255

WGL Holdings, Inc.
Washington Gas Light Company
Part |
Item 1A. Risk Factors

ITEM 1A. RISK FACTORS

The risk factors described below should be reambijunction with other information included or imporated by
reference in this annual report on Form 10-K, idelg an in-depth discussion of these risks in tratisn entitled
“Management’s Discussion and Analysis of Finan@aindition and Results of Operationg.he risks and uncertainties
described below are not the only risks and unawréss facing us.

HOLDING COMPANY

Our business may be adversely affected if we are ahle to pay dividends on our common stock and priripal and
interest on our outstanding debt.

WGL Holdings is a holding company whose assetsisbpamarily of investments in our subsidiariescardingly, we
conduct all of our operations through our subsid&arOur ability to pay dividends on our commorcktand to pay princip
and accrued interest on our outstanding debt depemthe payment of dividends to us by certainusfaubsidiaries or the
repayment of funds to us by our principal subsid&rThe extent to which our subsidiaries do ngtgigidends or repay
funds to us may adversely affect our ability to pawdends to holders of our common stock and fpiaicand interest to
holders of our debt.

If we are unable to access sources of liquidity arapital, or the cost of funds increases significalyt, our subsidiaries’
business may be adversely affected.

Our ability to obtain adequate and cost effectiaaricing depends on our credit ratings as welhadiquidity of
financial markets. Our credit ratings depend largel the financial performance of our subsidiara®] a downgrade in our
current credit ratings could adversely affect atoess to sources of liquidity and capital, as awelbur borrowing costs.

WASHINGTON GAS LIGHT COMPANY

Changes in the regulatory environment or unfavorabe rate regulation, which can be affected by new laswor political
considerations, may restrict or delay Washington Gsis ability to earn a reasonable rate of return ornits invested
capital to provide utility service and to recover filly its operating costs.

Washington Gas is regulated by the PSC of DC, 8@ & MD and the SCC of VA. These regulatory consiniss
generally have authority over many of the actigitid Washington Gas’s business including, but inoted to, the rates it
charges to its customers, the amount and typecofisies it can issue, the nature of investmentsiit make, the nature and
quality of services it provides, safety standacddlection practices and other matters. These agrd also may modify
Washington Gas'’s rates to change the level, typenzethods that it utilizes to recover its costs|uding the costs to
acquire, store, transport and deliver natural §hs.extent to which the actions of regulatory cossiins restrict or delay
Washington Gas’s ability to earn a reasonableahteturn on invested capital and/or fully recoeperating costs may
adversely affect its results of operations, finahcondition and cash flows.

Washington Gas’s ability to meet customers’ naturabas requirements may be impaired if its contractedas supplies
and interstate pipeline and storage services are havailable or delivered in a timely manner.

Washington Gas is responsible for acquiring sudfitinatural gas supplies, interstate pipeline dgpand storage
capacity to meet current and future customers’ ahand seasonal natural gas requirements. If WgshirGas is not able
to maintain a reliable and adequate natural gaglg@amd sufficient pipeline capacity to deliver tisapply, it may be unab
to meet its customers’ requirements. If Washingias is unable to meet customers’ demand requirenigntesults of
operations, financial condition and cash flows rhayadversely affected.

Washington Gas needs to acquire additional capacitp deliver natural gas on the coldest days of thgear and it may
not receive the necessary authorizations to do so & timely manner.

Washington Gas plans to construct a one billioricctdot liquefied natural gas (LNG) storage fagilib Chillum,
Maryland, to meet its customerfsrecasted demand for natural gas. The new stdeagey is expected to be completed :
in service by the 2013-20Minter heating season. If we are not permittedremat able to construct this planned facility
a timely basis for any reason, the availabilitytef next best alternative (which is to acquire taldal interstate pipeline
transportation or storage capacity) may be limiiganarket supply and demand, and the timing of Wagbn Gas’s
participation in new interstate pipeline
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construction projects. This could cause an intéioagn Washington Gas’s ability to satisfy the de®f some of its
customers, which could adversely affect its resafitsperations, financial condition and cash flows.

Operating issues could affect public safety and theeliability of Washington Gas’s natural gas distrbution system,
which could adversely affect Washington Gas’s restd of operations, financial condition and cash flow.

Washington Gas’s business is exposed to operatsugs that could affect the public safety andlviiig of its natural
gas distribution system. Operating issues suchas) mechanical problems and accidents couldtiiessignificant costs 1
Washington Gas'’s business and loss of customeidamtfe. The occurrence of any such operating issudd adversely
affect Washington Gas'’s results of operations,ri@ condition and cash flows. If Washington Gasimable to recover
from customers through the regulatory processrabme of these costs and its authorized ratetofir@n these costs, this
also could adversely affect Washington Gas’s resiflbperations, financial condition and cash flows

The receipt of vaporized LNG into Washington Gas’syatural gas distribution system may result in highe operating
expenses and capital expenditures which may havensaterial adverse effect on its financial conditionresults of
operations and cash flows, and may impact systemfsty.

An increase in the volume of vaporized LNG, whicmtains a low concentration of heavy hydrocarbéhd@s), is
likely to result in increased leaks in WashingtoesG distribution system. Additional operating exges and capital
expenditures may be necessary to contend withetteipt of increased volumes of vaporized LNG intashington Gas’
distribution system if the current preventative agshedial measures to mitigate any possible inereakeaks in effected
portions of Washington Gas's distribution system ansuccessful. These additional expenditures raagenrecoverable or
may not be recoverable on a timely basis from eusts. Additionally, such operating expenses andalagxpenditures
may not be timely enough to mitigate the challeresed by increased volumes of vaporized LNG amndbo@sult in
leakage in couplings at a rate that could comprertiie safety of our distribution system. Thereftinese conditions could
have a material adverse effect on Washington $a&sults of operations, financial condition anshciows, and may impa
system safety.

Changes in the relative prices of alternative form®f energy may strengthen or weaken the competitivgosition of
Washington Gas’s natural gas delivery service. Ifite competitive position of natural gas service weaks, it may
reduce the number of natural gas customers in thaufure and negatively affect Washington Gas’s futureash flows
and net income.

The price of natural gas delivery service that Vifagion Gas provides competes with the price of oftvens of energy
such as electricity, oil and propane. Changinggsriaf natural gas versus other sources of eneegyW¥ashington Gas
competes against can cause the competitive posifioar natural gas delivery service to improvelecline. A decline in
the competitive position of natural gas serviceelation to alternative energy sources can leddwer natural gas
customers, lower volumes of natural gas delivemger cash flows and lower net income.

A decline in the economy may reduce net revenue gmh and reduce future net income and cash flows.

A decline in the economy of the region in which Wagton Gas operates might adversely affect WasbimGas'’s
ability to grow its customer base and collect rexenfrom customers, which may negatively affecreeénue growth and
increase costs. An increase in the interest rat@shiligton Gas pays without the recognition of tighér cost of debt
incurred by it in the rates charged to its cust@mwesuld adversely affect future net income and dlasbs.

If Washington Gas is unable to access sources ajuidity or capital, or the cost of funds increasesignificantly,
Washington Gas’s business may be adversely affected

Washington Gas'’s ability to obtain adequate and effsctive financing depends on its credit ratiagavell as the
liquidity of financial markets. Washington Gas’®dit ratings depend largely on its financial perfance, and a downgrade
in Washington Gas'’s current credit ratings couldemgely affect its access to sources of liquiditg aapital, as well its
borrowing costs and ability to earn its authorizaig of return.

As a wholly owned subsidiary of WGL Holdings, Wasdton Gas depends solely on WGL Holdings to raese n
common equity capital and contribute that commautgdo Washington Gas. If WGL Holdings is unalderdise common
equity capital, this also could adversely affectslagton Gas’s credit ratings and its ability toneiés authorized rate of
return.
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Washington Gas'’s risk management strategies and rled hedging activities may not be effective in maging its
risks, and may result in additional liability for w hich rate recovery may be disallowed and cause ineased volatility
in its earnings.

Washington Gas’s business requirements exposedrtonodity price, weather, credit and interest-rgtes.
Washington Gas attempts to manage its exposuhese trisks by hedging, setting risk limits and eyiplg other risk
management tools and procedures. Risk manageneritie@s may not be as effective as planned, amthoteliminate all
of its risks. Washington Gas also may be exposediditional liability should the anticipated revemecovery of costs or
losses incurred with certain of these risk managemetivities be subsequently excluded from thermeination of revenue
by a regulator.

Washington Gas’s facilities and operations may beripaired by acts of terrorism.

Washington Gas’s natural gas distribution, transioisand storage facilities may be targets of tesractivities that
could result in a disruption of its ability to mertstomer requirements. Terrorist attacks may dilsupt capital markets
and Washington Gas's ability to raise capital. &kdgst attack on Washington Gas’s facilities argh of its natural gas
suppliers or customers could result in a significtetrease in revenues or a significant increasepair costs, which could
adversely affect its results of operations, finahcondition and cash flows.

Washington Gas may face certain regulatory and finacial risks related to climate change legislation.

A number of proposals to limit greenhouse gas doriss measured in carbon dioxide equivalent uaits,pending at tt
regional, federal, and international level. Thessppsals would require us to measure and potentialit greenhouse gas
emissions from our utility operations and our custes or purchase allowances for such emissionsleWi® cannot predict
with certainty the extent of these limitations drem they will become effective, the adoption oftspooposals could:

» increase utility costs related to operations, enefficiency activities and complianc
» affect the demand for natural gas ¢
* increase the prices we charge our utility custon

The occurrence of any such legislation could adhgrsffect Washington Gas’s results of operatidingncial condition
and cash flows. If Washington Gas is unable tovec&rom customers through the regulatory procéss some of these
costs and its authorized rate of return on thesesgcthis also could adversely affect Washingtos'&5@sults of operations,
financial condition and cash flows.

WASHINGTON GAS ENERGY SERVICES, INC.
WGEServices’ business, earnings and cash requiremisnare highly weather sensitive and seasonal.

The operations of WGEServices, our retail energyketing subsidiary, are weather sensitive and sedswith a
significant portion of revenues derived from thiesa natural gas to retail customers for spacdimgaluring the winter
months, and from the sale of electricity to custmfer cooling during the summer months. Weatheddtons directly
influence the volume of natural gas and electridijivered to customers. Weather conditions cam affect the short-term
pricing of energy supplies that WGEServices maydrtegorocure to meet the needs of its customergialens in weather
from normal levels and the seasonal nature of W@ESss' business can create large variations iniegs and short-term
cash requirements.

The ability of WGEServices to meet customers’ natwal gas and electricity requirements may be impairedf
contracted supply is not available or delivered ira timely manner.

Sufficient capability to deliver natural gas andattic supplies to serve the demand of WGEServicestomers is
dependent upon the ability of natural gas prodygepgline gatherers, natural gas processors siatier pipelines, suppliers
of electricity and regional electric transmissigremators to meet these requirements. If WGEServscesable to secure
adequate supplies in a timely manner, either duleedailure of its suppliers to deliver the cooteal commodity or the
inability to secure additional quantities duringrsficant abnormal weather conditions, it may bahla to meet its custonr
requirements. Such inability to meet its delivebjigations to customers could result in WGEServiegseriencing defaults
on contractual terms with its customers, penalied financial damage payments, the loss of celitinses and operating
authorities, and/or a need to return customersaadgulated utility companies, such as Washin@as.
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The risk management strategies and related hedgiragtivities of WGEServices may not be effective in enaging
risks and may cause increased volatility in its eanings.

WGEServices is exposed to commodity price riskhtoextent its natural gas and electricity purchasesot closely
matched to its sales commitments in terms of volame pricing. WGEServices attempts to manage gosxre to
commodity price risk, as well as its exposure tather and credit risks by hedging, setting riskitiirand employing other
risk management tools and procedures. These rislagement activities may not be as effective asngldnand cannot
eliminate all of WGEServices’ risks.

Significant increases in interest rates may incre&scosts.

WGEServices depends on short-term debt to finascaccounts receivable and storage gas inventdesking capital
requirements vary significantly during the year anel financed primarily through the issuance of m@rcial paper and
unsecured shoterm bank loans by WGL Holdings. The results ofrafiens of WGEServices could be adversely affeit
short-term interest rates rose or if we were unableccess capital in a cost-effective manner.

WGEServices is dependent on guarantees and accesgash collateral from WGL Holdings.

The ability of WGEServices to purchase naturalaas electricity from suppliers is dependent upoargatees issued
on its behalf by WGL Holdings, and upon accessaghaollateral through the issuance of commereipepand unsecured
short-term bank loans by WGL Holdings. Should WGaldings not renew such guarantees, provide acoesash
collateral, or if WGL Holdings’ credit ratings ag@wngraded, the ability of WGEServices to make camiity purchases at
reasonable prices may be impaired, adversely affgits results of operations, financial conditenmd cash flows.

Regulatory developments may negatively affect WGE®daces.

The regulations that govern the conduct of comipeti#énergy marketers are subject to change asudt of legislation
or regulatory proceedings. Changes in these regylatiles could reduce customer growth opportusifie WGEServices,
or could reduce the profit opportunities associatétl certain groups of existing or potential newstomers and, thereby,
adversely affect its results of operations, finahcondition and cash flows.

Competition may negatively affect WGEServices.

WGEServices competes with other non-regulatedl i@pliers of natural gas and electricity, as vaslwith the
commodity rate offerings of electric and gas uéit Increases in competition including utility covodity rate offers that a
below prevailing market rates may result in a lossales volumes or a reduction in growth oppottesithat could
adversely affect results of operations, financtaidition and cash flows.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.
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ITEM 2. PROPERTIES

At September 30, 2009, we provided services irouarareas of the District of Columbia, Maryland afidjinia, and
held certificates of convenience and necessitgnbes and permits necessary to maintain and opbeateespective
properties and businesses. The regulated utilgyeat is the only segment where property, planteandpment are
significant assets.

Property, plant and equipment is stated at originat, including labor, materials, taxes and ovadheosts incurred
during the construction period. Washington Gasutates depreciation applicable to its utility gdenp in service primarily
using a straight-line method over the estimatedairemyg life of the plant. The composite depreciatamd amortization rate
of the regulated utility was 3.12%, 3.23% and 3.1%ing fiscal years 2009, 2008 and 2007, respelgtiwhich included
an allowance for estimated accrued non-legal assatval costs (see Note 1 of the Notes to Condelitiainancial
Statements).

At September 30, 2009, Washington Gas had appraeiyn@59 miles of transmission mains, 12,353 miles
distribution mains, and 13,497 miles of distributgervices. Washington Gas has the storage cagaciypproximately
15 million gallons of propane for peak-shaving.

Washington Gas owns approximately 40 acres of garttla building (built in 1970) at 6801 Industriadd®l in
Springfield, Virginia. The Springfield site houdesth operating and certain administrative functiohthe utility.
Washington Gas also holds title to land and bugdinsed as substations for its utility operations.

Washington Gas also has peaking facilities to eohaeliverability in periods of peak demand inwieter that consist
of propane air plants in Springfield, Virginia (Raasworth Station), and Rockville, Maryland (RocleviBtation).
Hampshire owns full and partial interests in, apdrates underground natural gas storage facilitieampshire County,
West Virginia. Hampshire accesses the storage tietstligh 12 storage wells that are connected ttBamile pipeline
gathering system. Concurrent with acquiring andgmting its storage rights, Hampshire has histdyieequired certain
exploration and development rights in West Virgipiancipally in the Marcellus Shale and other stalenations. These
rights are predominately owned by lease and theapplicable to approximately 26,000 gross acrethfostorage facilitie
of which 13,000 acres of land surrounding its siertacilities may be subject to exploration in diddi to its storage
function. Hampshire also operates a compressadoistatilized to increase line pressure for injestaf gas into storage. For
fiscal year 2010, we estimate that the Hampshoeage facility has the capacity to supply approxetya2.5 billion cubic
feet of natural gas to Washington Gas’s systenmieeting winter season demands.

Washington Gas owns a 12-acre parcel of land ldaatSoutheast Washington, D.C. Washington Gageshieto an
agreement with a national developer to developlémd in phases. Washington Gas selected the dmretio design,
execute and manage the various phases of the geveld. The development, Maritime Plaza, is intertddak a mixed-use
commercial project that will be implemented in fpleases. The first two phases have been develagiidyWashington Ga
retaining a 99-year ground lease on each phasdah8eection entitletEnvironmental Matters”under Item 1 of this report
for additional information regarding this developthe

Facilities utilized by our corporate headquartassyell as by the retail energy-marketing and gndsgign-build
systems segments, are located in the Washingt@h,fetropolitan area and are leased.

The Mortgage of Washington Gas dated January 13 {id8rtgage), as supplemented and amended, seamingirst
Mortgage Bonds (FMBSs) it issues, constitutes aatliien on substantially all property and francBisevned by Washington
Gas other than a small amount of property thaxjsessly excluded. At September 30, 2009 and 2b@8e was no debt
outstanding under the Mortgage.

Washington Gas executed a supplemental indentute tosecured Medium-Term Note (MTN) Indenture on
September 1, 1993, providing that Washington Gdlswi issue any FMBs under its Mortgage withoutwséng all MTNs
with all other debt secured by the Mortgage.
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ITEM 3. LEGAL PROCEEDINGS

None.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

None.
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EXECUTIVE OFFICERS OF THE REGISTRANTS

The names, ages and positions of the executiveecoffiof the registrants at October 31, 2009, atedibelow along wit
their business experience during the past fivesyéidre age of each officer listed is as of the déafding of this report.

There is no family relationship among the officers.

Unless otherwise indicated, all officers have sém@ntinuously since the dates indicated, andaaltjpns are executiy

officers listed with Washington Gas Light Company.

Executive Officers

Name, Age and Position with the registre

Date Elected o
Appointed

Vincent L. Ammann, Jr., Age 50 (1)
Vice President and Chief Financial Offic

Vice President and Chief Financial Officer of WGbIHings, Inc.
Vice Presider—Finance

Vice Presider—Finance of WGL Holdings, Inc

Assistant to the Chief Financial Offic

Beverly J. Burke, Age 58 (1)
Vice President and General Cour
Vice President and General Counsel of WGL Holditgs,

Gautam Chandra, Age 43 (1)
Vice Presider—Business Development, Strategy and Business Pr@ngssurcing
Vice President—Business Development, Strategy,i#ssi Process Outsourcing and Non-Utility
Operations of WGL Holdings, Inc
Vice Presider—Business Process Outsourc
Vice Presider—Business Process Outsourcing and -Utility Operations of WGL Holdings, Inc
Vice Presider—Performance Improveme
Vice Presider—Performance Improvement and MUtility Operations of WGL Holdings, Inc
Division Hea—Finance Support and N-Utility Businesse:

Division Hea—Achieving Operational Excellent

Adrian P. Chapman, Age 52 (1)
President and Chief Operating Offic
President and Chief Operating Officer of WGL HolgknInc.
Vice Presider—Operations, Regulatory Affairs and Energy Acquisi
Vice Presider—Regulatory Affairs and Energy Acquisitic

Marcellous P. Frye, Jr.,Age 42 (2)
Vice Presider—Support Service
Division Hea—Information Technolog'
Directo—Development and ITS Engineeri

Eric C. Grant, Age 52 (3)
Vice Presider—Corporate Relation
Directo—Corporate Communicatior

Terry D. McCallister, Age 53 (1)
Chairman of the Board and Chief Executive Offi
Chairman of the Board and Chief Executive OfficE"W&GL Holdings, Inc.
President and Chief Operating Offic
President and Chief Operating Officer of WGL HolgknInc.
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September 3
200¢
September 3
200¢

October 1, 20C
October 1, 20C
March 29, 200

July 1, 200
July 1, 200

October 1, 20C

October 1, 20C
July 2, 200
July 2, 200

October 1, 20C

October 1, 20C

January 5, 20(

December 1:
200z

October 1, 20C
October 1, 20C
October 1, 20C
March 31, 199

March 21, 200
July 2, 200
August 15, 200

October 1, 20C

September 4, 20!

October 1, 20C
October 1, 20C
October 1, 20C
October 1, 20C
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Name, Age and Position with the registre

Date Elected o
Appointed

Anthony M. Nee,Age 53 (1,4,
Treasure
Treasurer of WGL Holdings, Inc
Division Hea—Risk Managemer
Department Hee—Risk Managemer

Mark P. O’Flynn, Age 59 (1)
Controller
Controller of WGL Holdings, Inc

Douglas V. PopeAge 64 (1)
Secretary of WGL Holdings, Inc
Secretan
Roberta W. Sims,Age 55
Vice Presider—Regulatory Affairs and Energy Acquisitic
Vice Presider—Corporate Relations and Communicat

Douglas A. StaeblerAge 49 (5)
Vice Presider—Engineering and Constructi
Division Hea—Engineering

William Zeigler, Jr., Age 64
Vice Preside—Human Resources and Organizational Developt
Division Hea—Organizational Developme

February 14, 20(
February 14, 20(
December 8, 20(
February 10, 20(

February 18, 20(
February 18, 20(

January 13, 20(
July 25, 197

October 1, 20C
January 31, 19¢

October 31, 20C
July 25, 200

February 1, 20C
February 10, 20(

Executive Officer of both WGL Holdings, Inc. andsiiiagton Gas Light Compan
@

(2) Mr. Frye was previously employed by Global eXchaBgerices (formerly known as GE Global eXchanggi&ss) based in Gaithersburg, Maryland,
where he served as Vice President for Global Aptibo Development. Mr. Frye also held various leatig positions for General Electric

Information Services in Rockville, Marylar

(3) Mr. Grant was previously employed by The Washingtost newspaper where he served as the Direct@oaimunications, Public Relations and

Corporate Philanthropy and the newspa’s primary spokesperso

(4) Mr. Nee joined Washington Gas in 2003, overseeargptiance with Sarbanes-Oxley requirements ancttegy risk management function. He has
over 20 years of experience in various financetpmss in the natural gas and electric power indiegtr Mr. Nee started his career as a CPA, spen

10 years in public accounting with the Pittsburdfiae of Arthur Young

(5) Mr. Staebler was previously employed by NUI Corpiora—Elizabethtown Gas where he held various pmsstin engineering, operations and

construction and maintenanc
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ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELA TED
STOCKHOLDER MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES

At October 31, 2009, WGL Holdings had 12,801 comrsleareholders of record. During fiscal years 209 2008,
WGL Holdings’ common stock was listed for trading thhe New York Stock Exchange and was shown as “W@GId” or
“WGL HIdgs” in newspapers. We did not purchase ahgur outstanding common stock during fiscal ye089 and 2008.
The table below shows quarterly price ranges ardteuy dividends paid for fiscal years ended Smyer 30, 2009 and
2008.

Common Stock Price Range and Dividends Pai
High Low Dividends Paid Per Sha Dividend Payment Dat

Fiscal Year 2009

Fourth quarte $34.3¢ ($30.37 $0.367¢ 8/1/200¢

Third quarte! 33.2¢ | 28.5¢ 0.367¢ 5/1/200¢

Second quarte 35.52 | 28.8¢ 0.355( 2/1/200¢

First quartel 37.0¢ | 22.4C 0.355( 11/1/200¢
Fiscal Year 2008

Fourth quarte $36.0¢ | $31.1C $0.355( 8/1/200¢

Third quartel 36.22 | 31.8¢ 0.355( 5/1/200¢

Second quarte 34.62 | 30.2¢ 0.342¢ 2/1/200¢

First quartel 35.0¢ | 31.8:2 0.342¢ 11/1/200°
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ITEM 6. SELECTED FINANCIAL DATA

(In thousands, except per share d¢
Years Ended September { 2009 2008 2007 2006 2005

SUMMARY OF EARNINGS
Operating Revenue

Utility $1,481,08" $1,536,44: $1,497,27. $1,622,511 $1,379,39
Non-utility 1,225,760 1,091,75. 1,148,73. 1,015,37. 783,95!
Total operating revenus $2,706,85  $2,628,19- $2,646,00: $2,637,88. $2,163,34:
Income from continuing operatiol $ 120,370 $ 116,520 $ 107,90 $ 94,69« $ 106,07:
Net income applicable to common stc $ 120,37 $ 116,52¢ $ 107,90 $ 87,57¢ $ 103,49:
Earnings per average common st
Basic:
Income from continuing operatiol $ 24C % 238 % 21¢ % 192 % 2.1¢
Net income applicable to common stc $ 24C % 238 % 21¢ % 180 $ 215
Diluted:
Income from continuing operatiol $ 23¢ % 23 % 21¢ % 192 % 2.1€
Net income applicable to common stc $ 23¢ % 23 % 21¢ % 17¢ % 2.11
CAPITALIZATION -YEAR END
Common shareholde’ equity $1,097,69¢ $1,047,56. $ 980,76° $ 921,80° $ 893,99.
Washington Gas Light Company preferred st 28,17: 28,17: 28,17: 28,17: 28,17:
Long-term debt, excluding maturitie 561,83( 603,73t 616,41¢ 576,13¢ 584,15(
Total capitalizatior $1,687,70. $1,679,47° $1,625,35 $1,526,11' $1,506,31!
OTHER FINANCIAL DATA
Total asse—yearend $3,349,891 $3,243,54. $3,046,36. $2,791,401 $2,601,08:
Property, plant anequipmer-ne—yearend $2,269,14: $2,208,30: $2,150,44 $2,067,89! $1,969,01!
Capital expenditure
Accrual basi<® $ 137,50 $ 131,43. $ 158,10. $ 161,49t $ 124,01
Cash basis adjustmer 1,40: 3,52¢ 6,43( (1,739 (11,24¢6)
Cash basi $ 138,90t $ 134,96: $ 164,53: $ 159,75 $ 112,76¢
Long-term obligation—year-end $ 561,83( $ 603,73¢ $ 616,41¢ $ 576,13¢ $ 584,15(
COMMON STOCK DATA
Annualized dividends per she $ 147 $ 14z % 137 $ 138 % 1.3¢
Dividends declared per she $ 1457 $ 1407t $ 1.365( $ 1.345( $ 1.322¢
Closing price $ 3314 $§ 324t $ 338 $ 31.3¢ §$§ 32.1:
Book value per sha—yearend $ 218 $ 209¢ $ 198 $ 188t $ 18.3¢
Return on average common eqt 11.2% 11.5% 11.2% 9.€% 11.&%
Dividend yield on book valu 6.7% 6.8% 6.S% 7.2% 7.2%
Dividend payout ratic 60.7% 59.9% 62.2% 74.1% 62.1%
Shares outstandi—yeal-end(thousands 50,14 49,91° 49,31¢ 48,87¢ 48,70
UTILITY GAS SALES AND DELIVERIES (thousands of therm
Gas sold and delivere
Residential firm 689,98t 627,52 648,70: 593,59: 625,25
Commercial and industrii
Firm 203,03¢ 199,36: 203,96: 213,99 222,58
Interruptible 3,371 6,542 5,27¢ 6,18¢ 7,80¢
Total gas sold and deliver 896,40: 833,43¢ 857,93¢ 813,77t 855,64
Gas delivered for othe
Firm 462,05: 433,99: 433,42( 403,81 434,09¢
Interruptible 273,82( 256,62t 267,30! 251,00: 279,92:
Electric generatiol 102,75¢ 92,17¢ 111,95( 108,31! 73,874
Total gas delivered for othe 838,63( 782,79: 812,67! 763,13( 787,89°
Total utility gas sales and deliveri 1,735,03. 1,616,22 1,670,61. 1,576,901 1,643,54.
OTHER STATISTICS
Active customer mete—year-end 1,064,07. 1,053,03 1,046,20 1,031,91 1,012,10!
New customer meters add 11,01 12,96: 19,37: 24,69 26,68:
Heating degree da—actual 4,211 3,45¢ 3,95¢ 3,71( 4,02:
Weather percent colder (warmer) than nor 11.€% (8.)% 3.7% (2.5% 5.9%

@ Excludes Allowance for Funds Used During Constarctind prepayments associated with capital projdatdudes accruals for capital expenditul
and other no-cash additions
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL
CONDITION AND RESULTS OF OPERATIONS

INTRODUCTION

This Management’s Discussion and Analysis of Financahdition and Results of Operatioffdanagement’s
Discussion) analyzes the financial condition, ressaf operations and cash flows of WGL Holdings, fWGL Holdings)
and its subsidiaries. It also includes managemamizdysis of past financial results and potentiatdrs that may affect
future results, potential future risks and appreadiat may be used to manage them. Except whetiient clearly
indicates otherwise, “WGL Holdings,” “we,” “us” dour” refers to the holding company or the consatet entity of WGL
Holdings and all of its subsidiaries.

Management’s Discussion is divided into the follogvtwo major sections:

» WGL Holdings —This section describes the financial condition eeglilts of operations of WGL Holdings and its
subsidiaries on a consolidated basis. It includesudsions of our regulated and unregulated opemtWGL
Holdings’ operations are derived from the resuft8Vashington Gas Light Company (Washington Gas) and
Hampshire Gas Company and the results of ou-utility operations

» Washington Gas—This section describes the financial condition eeglilts of operations of Washington Gas, a
wholly owned subsidiary that comprises the majaoitpur regulated utility segmer

Both of the major sections of Management’s DisarsstWGL Holdings and Washington Gasre designed to provic
an understanding of our operations and financigbpmance and should be read in conjunction withréspective
company’s financial statements and the combineédtmt Consolidated Financial Statements in thisiahreport.

Unless otherwise noted, earnings per share amaumsresented on a diluted basis, and are basedighted average
common and common equivalent shares outstanding.
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EXECUTIVE OVERVIEW

Introduction

WGL Holdings, through its wholly owned subsidiarieslls and delivers natural gas and provides igtyanf energy-
related products and services to customers priyniarihe District of Columbia and the surroundingtropolitan areas in
Maryland and Virginia. Our core subsidiary, WashamGas, engages in the delivery and sale of najasathat is regulat:
by regulatory commissions in the District of ColumtMaryland and Virginia. Through the wholly ownedregulated
subsidiaries of Washington Gas Resources Corporéfiashington Gas Resources), we also offer eneigyed products
and services. We offer competitively priced natgas and electricity to customers through Washim@as Energy
Services (WGEServices), our unregulated retail gynerarketing subsidiary. We also offer deslyrild energy efficient ar
sustainable solutions focused on upgrading eneigyed systems of large government and commeaxditfes through
Washington Gas Energy Systems (WGESystems).

WGL Holdings has three operating segments thatleseribed below:

* regulated utility;
» retail energ-marketing anc
» desigr-build energy system

Transactions that are not significant enough ciadsalone basis to warrant treatment as an opgratigment, and that
do not fit into one of our three operating segmeaits aggregated as “Other Activities” and includsgart of non-utility
operations.

Regulated Utility. With approximately 91% of our consolidated ta@ssets, the regulated utility segment consists of
Washington Gas and Hampshire Gas Company (HampsWigshington Gas, a wholly owned subsidiary of WGL
Holdings, delivers natural gas to retail customergccordance with tariffs approved by the regulatmmmissions that
have jurisdiction over Washington Gas’s rates. Wagghn Gas also sells natural gas to customershale not elected to
purchase natural gas from unregulated third paggketers.

The rates charged to utility customers are desigmeecover Washington Gas’s operating expensesiatnual gas
commodity costs and to provide a return on its gtwent in the net assets used in its firm gas saldslelivery service.
Washington Gas recovers the cost of the naturalassrve firm customers through the gas cost mrgomechanisms as
approved in jurisdictional tariffs. Any differenbetween the firm customer gas costs incurred amgals costs recovered
from those firm customers is deferred on the baateet as an amount to be collected from, or defdito, customers in
future periods. Therefore, increases or decreastheicost of gas associated with sales madentocfistomers have no
direct effect on Washington Gas'’s net revenuesratéhcome.
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Washington Gas’s asset optimization program usliéashington Gas'’s storage and transportation dgpasources
when not fully being used to physically serve tytitustomers by entering into commodity-relatedgitgl and financial
contracts with third parties with the objectivedafriving a profit to be shared with its utility ¢amers (refer to the section
entitled“Market Risk” for a further discussion of our asset optimizafioogram). Unless otherwise noted, therm deliveries
shown related to Washington Gas or the regulatiéity 'egment do not include therms delivered edatio our asset
optimization program.

Hampshire, a wholly owned subsidiary of WGL Holding regulated by the Federal Energy Regulatomi@ission
(FERC). Hampshire operates and owns full and pantierests in underground natural gas storagditiasiincluding
pipeline delivery facilities located in and arouddmpshire County, West Virginia. Washington Gashases all of the
storage services of Hampshire and includes theatdbese services in the bills sent to its custesmdampshire operates
under a “pass-through” cost of service-based tagfiroved by the FERC, and adjusts its billinggate\Washington Gas on
a periodic basis to account for changes in itsstrment in utility plant and associated expenses.

Retail Energy-Marketing. The retail energy-marketing segment consisti@bperations of WGEServices, a wholly
owned subsidiary of Washington Gas Resources. W&#88 competes with regulated utilities and othenregulated third
party marketers to sell natural gas and/or elattriirectly to residential, commercial and indistcustomers in Maryland,
Virginia, Delaware and the District of Columbia. \EGervices contracts for its supply needs and bogigesells natural
gas and electricity with the objective of earningrafit through competitively priced contracts wéhd-users. These
commodities are delivered to retail customers tghotlne distribution systems owned by regulatedtiesi such as
Washington Gas or other unaffiliated natural gaslectric utilities. WGEServices is also expandisgenewable energy
and energy conservation product and service ofisriburing the fiscal year ended September 30, 20@BEServices
contracted for and completed the construction &f 8alar PV facility, which includes ownership oéthperational asset,
and has contracted for two additional facilitieattare expected to be completed by December 3B, Zer than these
facilities, WGEServices does not own or operateraatyral gas or electric generation, producticangmission or
distribution assets. Continued expansion may irecth@ ownership of other renewable energy produassgts.

Design-Build Energy SystemsOur design-build energy systems segment, whidisists of the operations of
Washington Gas Energy Systems, Inc. (WGESystems)ides design-build energy efficient and sustadimablutions to
government and commercial clients. WGESystems o8 upgrading the mechanical, electrical, watdremergyrelated
systems of large government and commercial fagslily implementing both traditional as well asralitive energy
technologies, primarily in the District of Columbidaryland and Virginia.

Refer to theBusinessection under Item 1 of this report for furtheradission of our regulated utility and non-utility
business segments. For further discussion of aanfiial performance by operating segment, reféidie 15 of the Notes
Consolidated Financial Statements.

PRIMARY FACTORS AFFECTING WGL HOLDINGS AND WASHINGT ON GAS

The following is a summary discussion of the priynfarctors that affect the operations and/or finahperformance of
our regulated and unregulated businesses. Refee teections entitletBusiness” and“Risk Factors” under Item 1 and
Item 1A, respectively, of this report for additibiliscussion of these and other factors that atfexioperations
and/or financial performance of WGL Holdings andsMagton Gas.

Weather Conditions and Weather Patterns

Washington Gas. Washington Gas'’s operations are seasonal, watgraficant portion of its revenues derived frore th
delivery of natural gas to residential and comnategating customers during the winter heatingmea#d/eather conditior
directly influence the volume of natural gas dalacby Washington Gas. Weather patterns tend todre volatile during
“shoulder” months within our fiscal year in whichashington Gas is going into or coming out of thenpry portion of its
winter heating season. During the shoulder monitlsmguarters ending December 31 (particularlictober and
November) and June 30 (particularly in April andyylaustomer heating usage may not correlate higftly historical
levels or with the level of heating degree days Q4Dthat occur, particularly when weather patterxserienced are not
consistently cold or warm.
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Washington Gas's rates are determined on the basigoected normal weather conditions. Washingtas kas a
weather protection strategy that is designed tdrakze the estimated financial effects of variaidrom normal weather.
Refer to the section entitlétarket Risk—Weather Riskfor a further discussion of Washington Gas’s weagmetection
strategies.

WGEServices. The financial results of our retail energy-maikgtsubsidiary, WGEServices, are also affected by
deviations in weather from normal levels and abradrtnstomer usage during the shoulder months destdbove. Since
WGEServices sells both natural gas and electri?gEServices’ financial results may fluctuate du@mnpredictable
deviations in weather during the winter heating smehmer cooling seasons. WGEServices purchasebevatgrivatives to
help manage this risk. Refer to the section enitifidéarket Risk—Weather Riskfor further discussion of WGEServices’
weather derivatives.

Regulatory Environment and Regulatory Decision s

Washington Gas is regulated by the Public Servize@ission of the District of Columbia (PSC of D@je Public
Service Commission of Maryland (PSC of MD) and $ttate Corporation Commission of Virginia (SCC of MVAhese
regulatory commissions approve the terms and dongdiof service and the rates that Washington @asharge customers
for its rate-regulated services in their respedjivisdictions. Changes in these rates as ordeyeddulatory commissions
affect Washington Gas'’s financial performance.

Washington Gas expects that regulatory commissidlhsontinue to set the prices and terms for defywservice that
give it an opportunity to recover reasonable opegatxpenses and earn a just and reasonable reguai on the capital
invested in its distribution system.

Natural Gas Supply and Pipeline Transportation and Storage Capacity
Natural Gas Supply and Capacity Requirements

Washington Gas. Washington Gas is responsible for acquiring sigfit natural gas supplies, interstate pipeline
capacity and storage capacity to meet its custoetgrirements. As such, Washington Gas must corftvabioth reliable
and adequate supplies and delivery capacity @istsibution system, while considerin@ the dynamics of the commodity
supply and interstate pipeline and storage capawdnkets{ii) its own on-system natural gas peaking facilitieg @ the
characteristics of its customer base. Energy-mawgx@mpanies that sell natural gas to customesstéal within
Washington Gas’ service territory are responsibteatquiring natural gas for their customers; hasveWashington Gas
allocates certain storage and pipeline capacittedlto these customers in accordance with regylegquirements.

The increase in demand for pipeline and storagadgpcompared to the available capacity is a ssirissue for local
distribution companies, such as Washington GasleAgbm the past year or two when the economy andihg market
was in a recession, historically, Washington Gasstomer base has grown at an annual rate of aipmately two percent.
It is expected to return to this historical growdite over the next few years as the new housingehagcovers. To help
maintain the adequacy of pipeline and storage dpf@c its growing customer base, Washington Gas ¢tontracted with
various interstate pipeline and storage companiegpand its transportation and storage capaaditycss to Washington
Gas. These capacity expansion projects are experteplaced into service during fiscal years 20005. Additionally,
Washington Gas anticipates enhancing its peakipgaity by constructing a liquefied natural gas (UNt®aking facility
that is expected to be completed and placed iriceeby the 2013-2014 winter heating season (reféhe section entitled
“Liquidity and Capital Resources—Capital Expendést ). Washington Gas will continue to monitor othepogunities to
acquire or participate in obtaining additional pipe and storage capacity that will support custogrewth and improve or
maintain the high level of service expected byitstomer base.

WGEServices. WGEServices contracts for storage and pipelipacidy to meet its customers’ needs primarily tigtou
transportation releases and storage services whbéam the utility companies in the various seevierritories in which
they are providing retail energy marketing.

Diversity of Natural Gas Supply

Washington Gas. An objective of Washington Gas’s supply sourcitrgtegy is to diversify receipts from multiple
production areas to meet all firm customeratural gas supply requirements. This strateggssgmhed to protect Washingt
Gas’s receipt of supply from being curtailed bygibke financial difficulties of a single supplieratural disasters and other
unforeseen event
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WGEServices. WGEServices diversifies its wholesale suppliesenia order to minimize its supply costs and avbél
negative impacts of relying on any single provifterits natural gas supply. To supplement WGESew/ioatural gas
supplies during periods of high customer demand B8&vices maintains gas inventories in storagditiasithat are
allocated by natural gas utilities such as Wasbimgias.

Volatility of Natural Gas Prices

Volatility of natural gas prices does impact customsage and has different short-term and long-tffects on our
business. The impact is also different betweendhalated utility segment and the unregulated Irete@rgy-marketing
segment as described below.

Washington Gas. Under its regulated gas cost recovery mechanigvashington Gas records cost of gas expense
to the cost of gas that is recovered in revenuas frustomers for each period reported. An incr@atiee cost of gas due to
an increase in the purchase price of the natusatgmmaodity generally has no direct effect on Wagttin Gas’s net
income. However, to the extent Washington Gas doebave regulatory mechanisms in place to mitigaendirect
effects of higher gas prices, its net income mayekese for factors such &8: lower natural gas consumption caused by
customer conservatiofij) increased short-term interest expense to finarigheer accounts receivable balance 6iid
higher expenses for uncollectible accounts. A Ragdwormalization Adjustment (RNA) billing mechanismMaryland
and other regulatory mechanisms in both Marylarai\dinginia help to mitigate these effects on Waghim Gas’s revenue
and net income. Increases in the price of natwaalogn also affect our operating cash flows. Lengyimpacts of volatile
natural gas prices relate to the relative costatfiral gas service versus the availability of sitiitst products such as
electricity, propane and fuel oil.

WGEServices. WGEServices may be negatively affected by theédet effects of significant increases or decreases
the wholesale price of natural gas. WGEServids&’ management policies and procedures are destgrainimize the ris
that WGEServices’ purchase commitments and théeekales commitments do not closely match (reféne section
entitled“Market Risk” for further discussion of WGEServices’ mitigatiohcommaodity price risk). Additionally, in the
short-term, higher natural gas prices may incréaseosts associated with uncollectible accoumsplving costs, certain
fees paid to public service commissions and othstsc To the extent that these costs cannot beeesa from retail
customers due to competitive factors, WGEServiopsrating results would be negatively affectedhmlongterm, nature
gas sales for WGEServices are subject to the saupacts of volatile natural gas prices as descréitiye for Washington
Gas.

Non-Weather Related Changes in Natural Gas Co nsumption Patterns

Natural gas supply requirements are affected bypgdsin the natural gas consumption patterns ofastiomers that a
driven by factors other than weather. Natural gasga per customer may decline as customers chiagigednsumption
patterns in response t)) more volatile and higher natural gas prices, asudised abovii) customers’ replacement of
older, less efficient gas appliances with morecédfit appliances an@i) a decline in the economy in the region in which
we operate. In each jurisdiction in which Washimg@as operates, changes in customer usage profilesbeen reflected
in recent rate case proceedings where rates haveaufusted to reflect current customer usagéendristrict of Columbia,
decreases in customer usage by existing custoimaredcur subsequent to its most recent rate gasegding will have th
effect of reducing revenues, which may be offsetigyfavorable effect of adding new customers. Uticke RNA
mechanism in Maryland, changes in customer usagisiing customers that occur subsequent to reagmtcase
proceedings in the Maryland jurisdiction generaliil not reduce revenues because the RNA mechasiahilizes the level
of delivery charge revenues received from customergirginia, a declining block rate structure gialty mitigates the
income statement effects of declines in consumption

Maintaining the Safety and Reliability of the Natural Gas Distribution System

Maintaining and improving the public safety andaility of Washington Gas’s natural gas distriloutisystem is our
highest priority which provides benefits to botlstmmers and investors through lower costs and ivgat@ustomer service.
Washington Gas continually refines its safety pcast with a particular focus on design, constargtimaintenance,
operation, replacement, inspection and monitoriragtices. Operational issues affecting the pulalfety and reliability of
Washington Gas’s natural gas distribution systeaih éine not addressed within a timely and adequatear could
significantly and adversely affect our future eags and cash flows, as well as result in a logsusfomer confidence.



30

REGIE 2.1 Attachment 9 WGL 10-K 2009
Page 52 of 255




REGIE 2.1 Attachment 9 WGL 10-K 2009
Page 53 of 255

WGL Holdings, Inc.
Washington Gas Light Company
Part Il
Item 7. Management’s Discussion and Analysis of
Financial Condition and Results of Operations (rw#d)

Washington Gas is experiencing operational issessciated with the receipt of vaporized LNG frora @ove Point
LNG terminal owned by Dominion Cove Point LNG, LRdaDominion Transmission Inc. (collectively Dominjpand a
planned expansion of this terminal. Refer to tetisa entitled'Operating Issues Related To Cove Point Natural Gas
Supply” for a discussion of the specific operational issneslved.

Competitive Environment

Washington Gas. Washington Gas faces competition based on cussdpreference for natural gas compared to other
energy products, and the comparative prices oktposducts. The most significant product competitbecurs between
natural gas and electricity in the residential neariChanges in the competitive position of natges relative to electricity
and other energy products have the potential aingla decline in the number of future natural gastomers. At present,
Washington Gas has seen no significant evidendekt@ages in the competitive position of natura bas contributed to
such a decline.

The residential market generates a significanigoef Washington Gas'’s net income. In its servareitory,
Washington Gas continues to attract the majoritthefnew residential construction market. Consuhuerstinuing
preference for natural gas allows Washington Gasamtain a strong market presence.

In each of the jurisdictions served by Washingt@s Gegulators and utilities have implemented enstachoice
programs to purchase natural gas. These progrdowg @istomers the choice of purchasing their nagyaia from
unregulated third party marketers, rather than ftieenlocal utility. There is no effect on Washingt@ass net income whe
customers purchase their natural gas commaodity froragulated third party marketers because Wasihingas charges its
customers the cost of gas without any mark-up.

WGEServices. Our unregulated retail energyarketing subsidiary, WGEServices, competes wiglulated utilities an
other unregulated third party marketers to sellnthiral gas and electric commodity to customemiegters of these
commodities compete largely on price; thereforesgmargins (representing revenues less costeog@rare relatively
small. WGEServices is exposed to credit and maigks$ associated with both its natural gas andrédesupply (refer to th
sections entitledCredit Risk” and “Market Risk”for further discussion of these risk exposurestand WGEServices
manages them).

WGEServices’ electric sales opportunities are §icantly affected by the price for Standard Offerdce (SOS)
offered by electric utilities. These rates, oftdaritified by customer class, are periodically réseted on the regulatory
requirements in each jurisdiction. Future oppottaaito add new electric customers will be depehdarthe
competitiveness of the relationship between WGESesv service rates, SOS rates offered by locatteteutilities and
prices offered by other energy marketers.

Environmental Matters

We are subject to federal, state and local lawsregdlations related to environmental matters. &l@slving laws and
regulations may require expenditures over a lomgftiame. It is our position that, at this time, #ppropriate remediation
being undertaken at all the relevant sites. Refétdte 12 of the Notes to Consolidated Financiate®hents for further
discussion of these matters.

Industry Consolidation

In recent years, the energy industry has seen &auaf consolidations, combinations, disaggregatimd strategic
alliances. Consolidation will present combiningities with the challenges of remaining focusedlmd¢ustomer and
integrating different organizations. Others in &mergy industry are discontinuing operations ittarrortions of the
energy industry or divesting portions of their mgsis and facilities.

From time to time, we perform studies and, in se@ages, hold discussions regarding utility and gnestated
investments and strategic transactions with otberpganies. The ultimate effect on us of any suckstments and
transactions that may occur cannot be determinédsatime.

Economic Conditions and Interest Rates

We operate in one of the nation’s largest regi@sahomies, including several of the nation’s wea#thcounties. Over
time, the economic strength of our service teryitoas allowed Washington Gas to expand its reguildeédivery service
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relatively stable rate. In addition, the regionypdes an active market for our subsidiaries to reanatural gas, electricity
and other energy-related products and services.

More recently, the economic downturn that bega20@7 and carried through the first half of 2009 rshwws tenuous
signs of ending. While Gross Domestic Product (GB®th turned positive in the third calendar geladf 2009,
unemployment remains a serious concern, both redijoand locally. Falling energy prices helped gatie increases in
uncollectible accounts expense in fiscal 2009 domtcustomer growth rate continued to be lower hr@arecession levels.

If economic recovery has indeed begun, it coul@lbggish in the near term. The effects on both WHaldings and
Washington Gas may include the followirfg: continued levels of customer conservatifi); year-over-year increases in
uncollectible accounts expense; i)l continued low growth rates in customers and relatgiital expenditures. Refer to
“Non-Weather Related Changes in Natural Gas CongiomgPatterns”, above, for a discussion of regulatory mechanisms
in place to mitigate the effects of customer covasion at Washington Gas. Consumer demand for g@edsices, and
energy may not pick up until unemployment and tiggrisumer credit conditions ease, leading to aflaeflationary
environment.

While capital market conditions have improved somatin 2009, especially for high-credit-qualityusss, a lack of
credit availability for builders and homebuyers nkagp new construction growth at low rates, evelncasing prices begin
to stabilize. Refer tinflation/Deflation” below for a discussion of the regulatory impactsl@dation and the section
entitled“General Factors Affecting Liquidity'for a discussion of our access to capital mark§es expect that the effects of
a sluggish economy would be partially mitigatedderby continued government spending in our region.

Improvements in the growth of the economy coule@etfthe value of our pension plan assets. Contimarttet
improvements could result in lower expenses andifghrequirements for our pension and other pasteraent benefit
plans in future years.

We require short-term debt financing to effectivelgnage our working capital needs and long-ternt filedncing to
support the capital expenditures of Washington @asse in interest expense paid without the timelgognition of the
higher cost of debt in the utility rates charged/Mgshington Gas to its customers could adversédgtfuture earnings. A
rise in short-term interest rates without the higtwst of debt being reflected in the prices chdrgecustomers could
negatively affect the results of operations of @tail energy-marketing segment.

Inflation/Deflation

From time to time, Washington Gas seeks approvakfie increases from regulatory commissions tp hehanage the
effects of inflation on its operating costs, cagit@estment, and returns. A significant impactrdfation is on Washington
Gas'’s replacement cost of plant and equipment. &thi regulatory commissions having jurisdictioerowashington
Gas's retail rates allow depreciation only on thsib of historical cost to be recovered in ratesamticipate that
Washington Gas should be allowed to recover theeased costs of its investment and earn a retenedin after
replacement of the facilities occurs. Recoverynoféased capital and operating costs could be eliajurisdictions whel
performance-based rate plans limit Washington Gatsil#ty to file for base rate increases.

To the extent Washington Gas experiences a sudtdeftationary economic environment, earned retomswvested
capital could rise and exceed the levels estalligheur latest regulatory proceedings. If suclkwinstances occur during a
period or within a jurisdiction not covered by gpeoved performance-based rate plan, Washingtorc@ad be subject to
a regulatory review to reduce future customer ratesose jurisdictions.

Use of Business Process Outsourcing

During fiscal year 2007, Washington Gas entereal an10-year business process outsourcing (BPOgagnet to
outsource certain of its business processes refatedman resources, information technology, coreswarvices and
finance operations. While Washington Gas expe&atreement to benefit customers and shareholdergydhe term of
the contract, the continued management of sereiad provided is critical to the success of thissource arrangement.

The majority of these selected business processesdiready been transitioned to Accenture PLC éAtuare). The
remaining transition items are expected to be ceteglby spring of 2010. Washington Gas has impléadea BPO
Governance organization and a comprehensive sgboésses to monitor and control the cost effeése and quality of
services provided through the BF
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Labor Contracts, Including Labor and Benefit C  osts

Washington Gas has five labor contracts with baiggiunits represented by three labor unions. Iy RI207,
Washington Gas entered into a five-year labor emttwith the Teamsters Local Union No. 96 (Loca)l, @6 affiliate of the
International Brotherhood of Teamsters. The contragers approximately 600 employees and is effedtirough May 31,
2012. In August 2008, Washington Gas entered ir#0 month labor contract with The Office and Prefesal Employees
International Union Local No. 2 (A.F.L.-C.I.O.). &kcontract covers approximately 120 employees siefféctive
beginning October 1, 2008 through March 31, 201kal 96, representing union-eligible employeeh&é$henandoah Gas
division of Washington Gas, has a five-year labmtact with Washington Gas that became effectivdune 14, 2007 and
expires on July 31, 2012. This contract coversr@Bleyees. Additionally, on August 1, 2009, WashamGas entered into
two new two-year labor contracts with the Interoa#l Brotherhood of Electrical Workers Local 198@atttogether, cover
approximately 30 employees. These two contractgernm July 31, 2011. Washington Gas is subjetiiéaterms of its
labor contracts with respect to operating practaes compensation matters dealing with employga®sented by the
various bargaining units described above.

Changes in Accounting Principles

We cannot predict the nature or the effect of pasfuture changes in accounting regulations a@rcices that have yet
to be issued on our operating results and finarciatlition. New accounting standards could be @dyethe Financial
Accounting Standards Board (FASB) or the U.S. Séearand Exchange Commission (SEC) that could ghdhne way we
record and recognize revenues, expenses, assefalilities.

CRITICAL ACCOUNTING POLICIES

Preparation of financial statements and relatedatsres in compliance with Generally Accepted Aoting Principles
in the United States of America (GAAP) requires sk&ection and the application of appropriate tedirmccounting
guidance to the relevant facts and circumstancesiiobperations, as well as our use of estimatestapile the consolidat:
financial statements. The application of these aoting policies involves judgment regarding esti@sand projected
outcomes of future events, including the likelihadduccess of particular regulatory initiativeree tikelihood of realizing
estimates for legal and environmental contingeneird the probability of recovering costs and imwests in both the
regulated utility and non-regulated business seggnen

We have identified the following critical accourgipolicies discussed below that require our judgraed estimation,
where the resulting estimates have a material effethe consolidated financial statements.

Accounting for Unbilled Revenue

For regulated deliveries of natural gas, Washin@as reads meters and bills customers on a motyhblg basis. The
billing cycles for customers do not coincide witie taccounting periods used for financial reporpingposes. Washington
Gas accrues unbilled revenues for gas that hasdsimered but not yet billed at the end of an aedimg period. In
connection with this accrual, Washington Gas mastrate the amount of gas that has not been acddot on its deliver
system and must estimate the amount of the unbiéleeinue by jurisdiction and customer class. Alsindomputation is
made for WGEServices to accrue unbilled revenues.

Accounting for Regulatory Operations—Regulator  y Assets and Liabilities

A significant portion of our business is subjectdégulation by independent government regulatossth® regulated
utility industry continues to address competitivarket issues, the cost-of-serviegulation used to compensate Washin
Gas for the cost of its regulated operations vahtiue to evolve. Non-traditional ratemaking iaitves and market-based
pricing of products and services could have ada#tidong-term financial implications for us. Thagéng cost of
Washington Gas’s investment in fixed assets asseommued regulatory oversight of our operations.

Washington Gas's jurisdictional tariffs contain rhanisms that provide for the recovery of the cdsgtas applicable to
firm customers. Under these mechanisms, Washingamperiodically adjusts its firm customers’ rategeflect increases
and decreases in the cost of gas. Annually, WasininGas reconciles the difference between the gsts collected from
firm customers and the cost of gas incurred. WagbimGas defers any excess or deficiency and eitleeners it from, or
refunds it to, customers over a subsequent t-month period
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Washington Gas accounts for its regulated operafioaccordance with FASB Accounting Standards fradion
(ASC) Topic 980Regulated Operation@ASC Topic 980), which results in differences ie #pplication of GAAP between
regulated and unregulated businesses. ASC Topice2fires recording regulatory assets and liagdifor certain
transactions that would have been treated as exmemevenue in unregulated businesses. Futuréateguchanges or
changes in the competitive environment could resW¥GL Holdings and Washington Gas discontinuimg &pplication of
ASC Topic 980 for some of its business and recthieewrite-off of the portion of any regulatory aseeliability that would
be no longer probable of recovery or refund. If Wiagton Gas were required to discontinue the appitia of ASC Topic
980 for any of its operations, it would record afuash charge or credit to income for the net badie of its regulatory
assets and liabilities. Other adjustments migtd bésrequired.

The current regulatory environment and Washingtas'&specific facts and circumstances support thatttontinued
application of FASB ASC Topic 980 for our regulatarctivities and the conclusion that all of ourutegory assets and
liabilities as of September 30, 2009 are recoverabkefundable through rates charged to customers.

Accounting for Income Taxes

We recognize deferred income tax assets and tiabifior all temporary differences between theriial statement
basis and the tax basis of assets and liabilitietyding those where regulators prohibit defelireme tax treatment for
ratemaking purposes of Washington Gas. Regula&sgta or liabilities, corresponding to such addalaeferred tax assets
or liabilities, may be recorded to the extent rexrable from or payable to customers through tresmaking process.
Amounts applicable to income taxes due from andtdweistomers primarily represent differences betwiae book and t:
basis of net utility plant in service.

Effective October 1, 2007, we adoptedSB Interpretation No. 48, Accounting for Uncenmtgiin Income Taxes, an
interpretation of FASB Statement No. ¥8&C Topic 740Jncome Taxey ASC Topic 740 clarifies the accounting for
uncertain events related to income taxes recogriizédancial statements. This interpretation priss a recognition
threshold and measurement attribute for the firstatement recognition and measurement of adaitipn taken or
expected to be taken in a tax return.

Accounting for Contingencies

We account for contingent liabilities utilizing ASI®pic 450,Contingencies By their nature, the amount of the
contingency and the timing of a contingent eveatsarbject to our judgment of such events and dimates of the
amounts. Actual results related to contingencieg beadifficult to predict and could differ signifiatly from the estimates
included in reported earnings. For a discussiornatingencies, see Note 13 of the Notes to CoratgliiFinancial
Statements.

Accounting for Derivative Instruments

We enter into both physical and financial contrdetghe purchase and sale of natural gas andrigliectWe designate
portion of our physical contracts related to thechase of natural gas and electricity to servecagtomers as “normal
purchases and normal sales” and therefore, theyareubject to the mark-to-markatcounting requirements of ASC To
815, Derivatives and HedgingThe financial contracts and the portion of thggital contracts that qualify as derivative
instruments and are subject to the mark-to-markedunting requirements are recorded on the balsineet at fair value.
Changes in the fair value of derivative instrumesatverable or refundable to customers and thexefiabject to ASC
Topic 980 are recorded as regulatory assets dlitied while changes in the fair value of derivatiinstruments not affect:
by rate regulation are reflected in income. Wastuingsas also utilizes derivative instruments thatdesigned to minimize
the risk of interest-rate volatility associatediwilanned issuances of debt securities.

Our judgment is required in determining the appiadpraccounting treatment for our derivative instemts. This
judgment involves various factors, including ouiligbto: (i) evaluate contracts and other activities as dexigati
instruments subject to the accounting guideline&®E Topic 815{ii) determine whether or not our derivative instruments
are recoverable from or refundable to customefstire periods andii) derive the estimated fair value of our derivative
instruments.

If available, fair value is based on actively qubiearket prices. In the absence of actively quatadket prices, we se:
indicative price information from external sourciesluding broker quotes and industry publicatidfgricing information
from external sources is not available, we musingge prices based on available historical and-term future price



information and/or the use of statistical methodd models that we developed. RE&¥e i ddiersmefiadidfil-d HHERRP
theory, formulated market inputs and forward ppeejections for various periods. Page 60 of 255
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Accounting for Pension and Other Post-Retireme  nt Benefit Plans

Washington Gas maintains a qualified, trusteed |@yeg-non-contributory defined benefit pension plaunalified
pension plan) covering most active and vested foemgployees of Washington Gas and a separate matedu
supplemental retirement plan (SERP) covering exeeuwfficers. Washington Gas accrues the estimagsgfit obligation
of the SERP as earned by the covered employee@/astington Gas pays, from internal funds, the iidial benefits as
they are due. Washington Gas also provides cdngsithcare and life insurance benefits for reteetbloyees which are
accrued and funded in a trust on an actuarial lmagisthe work life of the retirees. The qualifigehsion plan, SERP and
health and post-retirement plans are collectivefgmred to as the “Plans”.

On July 20, 2009, Washington Gas announced changdghks non-contributory defined benefit pensiompiaintroduce
a new employer-provided retirement benefit undenttashington Gas Light Company Savings Plan (“SgsviPlan”) for
current management and newly hired employees. i@lintroduction of the new retirement benefiteefive January 1,
2010, current management employees have the dptieither remain in the pension plan or ceaseqpating in the
pension plan and receive an enhanced contributidenthe Savings Plan. Management employees hitexdJaly 1, 2009,
are not eligible to participate in the qualifiechp®sn plan.

The measurement of the Plans’ obligations and ¢estspendent on a variety of factors, such as eyepl
demographics, the level of contributions made &Rlans, earnings on the Plans’ assets and myntatés. The following
assumptions are also critical to this measureniér@se assumptions are derived on an annual basisheiassistance of a
third party actuarial firm:

» Discount rate

» Expected lon-term return on plan asse
» Rate of compensation increase i

* Healthcare cost trend ra

We determine the discount rate by using publiclgilable indexes from reliable financial sourceg trexallel the
duration of plan liabilities includindi) consideration and review of average bond yield8€year maturitiegji) bonds
with the highest yields at each maturity that drsufficient quality (AA- or better)(iii) bond yields that are interpolated to
prior yearq(iv) and pension liability indexes. We determine theeetgd long-term rate of return by averaging thecetqa
earnings for the target asset portfolio. In devigigithe expected rate of return assumption, weuatalan analysis of
historical actual performance and long-term refunojections, which gives consideration to the agsgtand anticipated
length of obligation of the Plans. Historicallyetexpected long-term return on plan assets haslbeen for the health and
life benefit plan than for the qualified pensioampldue to differences in the allocation of the tsisethe plan trusts and the
taxable status of one of the trusts. We calcutseaate of compensation increase based on salpecttions for the near-
term, expected inflation levels and promotionalentptions. The healthcare cost trend rate is datedby working with
insurance carriers, reviewing historical claimsadatr the health and life benefit plan, and analgzinarket expectations.

The following table illustrates the effect of chamgthese actuarial assumptions, while holdingtler assumptions
constant:

Effect of Changing Critical Actuarial Assumptions

(In millions) Pension Benefit Health and Life Benefit
Increase Increase
Percentac-Point  (Decrease Increase (Decrease) il Increase
Change ir in Ending  (Decrease) i Ending (Decrease) i
Actuarial Assumption Assumption Obligation  Annual Cos  Obligation  Annual Cos
Expected lon-term return on plan asst +/-1.00 pt. n/a $(6.2) / $6.2 n/a $(2.7) 1 $2.7
Discount rate +-0.25pt. $(17.7)/$18. $(0.1)/$0.1 $(12.4)/$13. $(0.9)/3$1.C
Rate of compensation incree +-0.25pt. $2.7/%$(2.6, $0.3/%$(0.3 n/a n/a
Healthcare cost trend re +/-1.00 pt. n/a n/a $54.1/$(44.2 $7.7/%(6.3

Differences between actuarial assumptions and gkara results are deferred and amortized into win the
accumulated differences exceed ten percent ofrét@y of the Projected Benefit Obligation or therket-related value of
the plan assets. If necessary, the excess is aeadiver the average remaining service period ttfeaemployees. At
September 30, 2009, the discount rate decreage8%o from 7.5% from the comparable period, reflegthe change in
long-term interest rates primarily due
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current market conditions. Refer to Note 10 oftlutes to Consolidated Financial Statements fostanfj of the actuarial
assumptions used and for a further discussioneoétitounting for the Plans.

OTHER ACCOUNTING MATTERS

We account for our stock-based compensation inrdeoge with ASC Topic 71&ompensation—Stock Compensation
Under ASC Topic 718, we measure and record compiensgxpense for both our stock option and perfarcesshare
awards based on their fair value at the date aftgaur performance units, however, are liabilityaads as they settle in
cash; therefore, we measure and record compensagamse for these awards based on their fair \altlee end of each
period until their vesting date. This may causetfiations in earnings that do not exist under twanting requirements
for both our stock options and performance shares.

We issued both performance shares and performaritseimi fiscal year 2009; however, we did not isstexk options.
As of September 30, 2009, there are prior yearsbnmrants outstanding with an exercise pricdatrharket value of our
common stock on the date of the grant. Our stotionp generally have a vesting period of three g)eand expire ten years
from the date of the grant.

Both our performance units and performance shasegsaued using a Monte Carlo simulation modethey both
contain market conditions. Performance units antbpaance shares are granted at target levels.pénprmance units th
may be earned pursuant to terms of the grant wipdid in cash and are valued at $1.00 per perfazenanit. Any
performance shares that are earned will be pastiames of common stock of WGL Holdings. The actwahber of
performance units and performance shares that m&ained varies based on the total shareholdenretWGL Holdings
relative to a peer group over the three year perdoice period. Median performance relative to thex geoup earns
performance units and performance shares at thet&t levels. The maximum that can be earned i%028fGhe targeted
levels and the minimum is zero.

Refer to Notes 1 and 11 of the Notes to Consolil&iaancial Statements for a further discussioauwfshare-based
awards.
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WGL HOLDINGS, INC.
RESULTS OF OPERATIONS

We analyze our results of operations using utiliégy revenues and retail enengyarketing gross margins. Both utility |
revenues and retail energy-marketing gross maggmsalculated as revenues less the associatedf@strgy and
applicable revenue taxes. We believe utility ngeraies is a better measure to analyze profitalbiiiy gross operating
revenues for our regulated utility segment becéluseost of the natural gas commodity and reveaxestare generally
included in the rates that Washington Gas chamesadtomers as reflected in operating revenuesomangly, changes in
the cost of gas and revenue taxes associated alh smiade to customers generally have no diresttedi utility net
revenues, operating income or net income. We cengjtbss margins to be a better reflection of pabfiity than gross
revenues or gross energy costs for our retail gner@rketing segment because gross margins areet dieasure of the
success of our core strategy of earning a prafituhh competitively priced contracts for the pusshaf commodity supply
and for the sale of natural gas and electricitgrid-users.

Neither utility net revenues nor retail enenggrketing gross margins should be considered aftemative to, or a ma
meaningful indicator of, our operating performatizan net income. Our measures of utility net reesrmand retail energy-
marketing gross margins may not be comparablendasiy titled measures of other companies. Refahe sections
entitled“Results of Operations—Regulated Utility OperatiRgsults’and“Results of Operations—Non-Ultility Operating
Result” for the calculation of utility net revenues andaikeénergy-marketing gross margins, respectivedywall as a
reconciliation to operating income and net incoamebbth segments.

Summary Results

WGL Holdings reported net income of $120.4 million,$2.39 per share, for the fiscal year endede®eiper 30, 2009,
over net income of $116.5 million, or $2.33 perrshand $107.9 million, or $2.19 per share, forftbeal years ended
September 30, 2008 and 2007, respectively. We éarmeturn on average common equity of 11.2%, 11abeé611.3%,
respectively, during each of these three fiscatsea

The following table summarizes our net income (Jdgsoperating segment for fiscal years ended Sepde 30, 2009,
2008 and 2007.

Net Income (Loss) by Operating Segmer

Years Ended September : Increase (Decreas
2009 2008
(In millions) 2009 2008 2007 vs. 200! vs. 2007
Regulated Utility $106.( $113.7 $ 89.¢ $ (7.7 $ 23.¢
Non-utility operations:
Retail energ-marketing 15.C 4.8 22.4 10.z (17.6)
Desigr-Build Energy System 3.1 1.8 0.4 1.3 1.4
Other, principally no-utility activities (3.7) (3.9 (4.9 0.1 ilfC
Total nor-utility 14.4 2.8 18.C 11.€ (15.2)
Net income $120.4 $116.5 $107.¢ $ 3¢ $ 8¢
Earnings per average common st
Basic $ 2.4C $ 2.3t $ 2.1¢ $ 0.0t $ 0.1€
Diluted $ 2.3¢ $ 2.3¢ $ 2.1¢ $ 0.0€ $ 0.14

The following is a summary discussion of year-oyear trends related to our results from contingpgrations. For a
detailed description of material transactions aslilts, refer to our discussion of operating resujtsegment below.

Fiscal Year 2009 vs. Fiscal Year 2008Net income for fiscal year 2009, when comparefistal year 2008, reflects
increased earnings from our non-regulated ret&itgynmarketing segment, partially offset by lowarrengs from our
regulated utility segment. Favorably affecting éisgear 2009 earnings for the retail energy-mankesiegment were higher
gross margins from the sale of natural gas andraditg, partially offset by higher operating exsas related to increased
marketing initiatives. Earning
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comparisons for our regulated utility segment iftee unfavorable effects of changes in naturalgmsumption patterns
that benefited 2008 net revenues and a schedulegbise in the level of recurring service costgeel#o our business
process outsourcing, partially offset by additiomal revenues attributable to customer growth anei employee benefit
expense.

Fiscal Year 2008 vs. Fiscal Year 200Met income for fiscal year 2008, when comparefistal year 2007, reflects
increased earnings from our regulated utility segmgartially offset by lower earnings from ourakenergy-marketing
segment. Favorably affecting fiscal year 2008 e@aymifor the regulated utility segment were newsateall jurisdictions,
favorable natural gas consumption patterns andveaisset optimization strategy. Earnings comparisoneur retail
energymarketing business reflect lower gross margins feensale of electricity, partially offset by impexd gross margir
from natural gas.

Regulated Utility Operating Results

The following table summarizes the regulated ytdiegment’s operating results for fiscal years drisieptember 30,
2009, 2008 and 2007.

Regulated Utility Operating Results

Years Ended September ! Increase (Decreas
2009 2008
(In millions) 2009 2008 2007 vs. 200t vs. 2000
Utility net revenues
Operating revenue $1,505.¢ $1,552.: $1,513.¢ $ (46.9 $ 38t
Less: Cost of ga 829.¢ 885.2 892. (55.9) (7.2
Revenue taxe 61.1 55.2 55.¢ 5.8 (0.€)
Total utility net revenue 614.¢ 611.¢ 565.k 3.1 46.2
Operation and maintenan 255t 250.1 246.: 5.4 3.8
Depreciation and amortizatic 94.t 94.2 89.¢ 0.3 4.3
General taxes and other assessn—other 48.7 43.7 40.€ 5.C 3.1
Operating incom: 216.2 223.¢ 188.% (7.€) 35.1
Interest expens 441 45.4 45.2 1.3 0.2
Other (income) expenses-net, including preferre
stock dividend: (0.3 (0.€) (1.3 0.3 0.7
Income tax expens 66.4 65.2 54.¢ 1.1 10.4
Net income $ 106.( $ 113.7 $ 89.¢ $ (7.9 $ 23.¢

Fiscal Year 2009 vs. Fiscal Year 2008The regulated utility segment reported net incaf®106.0 million for the
fiscal year ended September 30, 2009, comparedttmeome of $113.7 million reported for fiscal y2808. The decrease
in net income primarily reflect$i) the $16.1 million unfavorable effects of changesatural gas consumption patterns
benefited fiscal year 2008j) $4.3 million higher net revenues in fiscal year 2@@ie to the timing of prior year rate relief
in Maryland;(iii) a $5.0 million scheduled increase in recurringeivige costs associated with the implementaticihef
BPO agreementjv) a $5.9 million lower of cost or market adjustmesdg@ciated with our asset optimization progrém;a
$1.9 million increase in property and other gentraés andvi) a $1.8 million increase in uncollectible accountpense
due to an adjustment to the accumulated resertreinurrent period to reflect changes in econorai@dions and an
allowance for the effect of a Maryland customerrpamt relief program.

Partially offsetting this decrease wef#@: a $5.1 million increase in net revenues from custognowth representing an
increase of over 10,000 average active customegrsever fiscal year 2008j) a $4.6 million reversal of a reserve for
disallowed natural gas costs in Maryland due telar&rary 5, 2009 Order from the Public Service Cossion of Maryland
(PSC of MD);(iii) a $4.6 million increase in unrealized margins aisged with our asset optimization prografin) a
$3.8 million decease in employee benefits @nda $3.1 million decrease in premium costs associatttdour weather
protection products related to our District of Guhia territory. In addition, under the Virginia Stmy Mechanism (ESM),
liability to customers is accrued when regulatesiitts exceed an earnings threshold. The ESM thiegshes exceeded in
fiscal year 2008, resulting in a reduction in eagsi of
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$5.6 million. During fiscal year 2009, earnings wenaffected as regulated results did not exce=&8M threshold (refer
to the section entitletRates and Regulatory Matters—Performance-Base@ R&ns”included in Management's
Discussion for Washington Gas).

Fiscal Year 2008 vs. Fiscal Year 2007The regulated utility segment reported net incaf®113.7 million for the
fiscal year ended September 30, 2008, an incree&2308 million over net income of $89.9 millionp@rted for fiscal year
2007. This year-over-year increase in net inconraguily reflects:(i) new rates that went into effect in Virginia on
February 13, 2007, Maryland on November 27, 20@Ftha District of Columbia on December 31, 200iJ; a
$13.2 million increase in realized margins assedatith our asset optimization prografiii) the favorable effects of
changes in natural gas consumption patterns dsleifts in weather patterns and other factors(@ndan increase of nearly
9,700 average active customer meters over fiscal 3@07.

Partially offsetting this increase wek@: an $8.8 million increase in uncollectible accoumtpense due to a favorable
adjustment to the accumulated reserve made inrtbeygar to reflect better collections, coupledhithe negative effects of
the decline in the economy in fiscal year 200; a $2.6 million increase in expenses related tongaand leak repair
primarily as a result of receiving gas from the E&oint terminal in a portion of our distributioystem in Virginia andiii)

a $5.6 million accrual for an estimated refund tio \girginia customers arising from an ESM that waplemented in 2008
as a part of our Performance-Based Rate (PBR)(pdder to the section entitlétRates and Regulatory Matters—
Performanc-Based Rate Planshcluded in Management’s Discussion for Washinggas).

Utility Net Revenues. The following table provides the key factors eimiting to the changes in the utility net revenues
of the regulated utility segment between years.

Composition of Changes in Utility Net Revenues

Increase (Decreas

2009 2008

(In millions) vs. 200¢ vs. 200°
Customer growtl $ 51 $ 5C
Estimated Weather effect

Increase (decrease)colderthar-normalweather effect - (5.9

Offset by weather insurance and derivative prod 7.5 (4.6
Estimated change in natural gas consumption pat (16.7) 10.:
Impact of rate case 4.3 22.¢
Gas administrative charge (GA 1.1 3.1
Asset optimization

Realized margin 0.S 13.2

Unrealized mar-to-market valuation 4.€ (0.2

Lower of cost or market adjustme (5.9 (2.5
Storage carrying cos - 4.8
ESM 5.€ (4.9
Regulatory adjustmel (1.2 1.1
Reserve for disallowance of natural gas c 4.€ -
Other 1.1 3.5

Total $ 31 $ 46.C

Customer growth—-Average active customer meters increased 10,200 fiszal year 2008 to 2009. Average active
customer meters increased 9,700 from fiscal ye@v 20 2008.

Estimated weather effectsWashington Gas has a weather protection strategyis designed to neutralize the
estimated financial effects of variations from natiweather (refer to the section entitl®deather Risk”for further
discussion of our weather protection strategy)pas of this strategy, on October 1, 2008, Washingas purchased
weather derivatives to protect against variatisomxfnormal weather in the District of Columbia. Wagton Gas had
weather insurance in fiscal years 2008 and 20@fe@lto the District of Columbia, which protectexdfrom
warmer-than-normal weather but allowed us to retfaénbenefits of
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colder-than-normal weather. Both the effects oftweninsurance and weather derivatives are recam&dperation and
maintenance expenses”.

Weather, when measured by HDDs, was 11.6% coldertlormal in fiscal year 2009, 8.7% warmer thamadtin
fiscal year 2008 and 3.7% colder than normal icdliyear 2007. Including the effects of our weattr@tection strategy,
there were no material effects on net income aitieidh to colder or warmer weather on either fisealry2009 or 2008.
Including the effects of our weather protectiomt&gy, net income was enhanced by an estimateddilidn (pre-tax) in
fiscal year 2007 in relation to normal weather.dR¢b“Results of Operationsin Management’s Discussion for
Washington Gas for further discussion of the eff@ftweather and statistical information for Wasgiam Gas.

Estimated change in natural gas consumption pasterCustomer consumption patterns may be affectecifis sn
weather patterns in which customer heating usagenotcorrelate highly with average historical lsvef usage per HDD
that occur. Natural gas consumption patterns may la¢ affected by non-weather related factors.vBiiance in fiscal year
2009 net revenues reflects the changes in natasatgnsumption patterns that benefited the comipanaériod last year.

Impact of rate cases-New rates went into effect in Maryland on NovemB@r 2007. Concurrently, we implemented
new Revenue Normalization Adjustment (RNA) factinat allow us, in combination with our approvedéeates, to
recover anticipated revenues from customers reggsdif changes in weather and customer usageidndivmonthly
revenues that we can collect from our customergwutict RNA reflect the pattern of customer usagenduthe test year
used to set the new base rates. As results foredweended September 30, 2008 reflect a combinafionstomer usage
patterns from two different test years, the RNAtdbated incremental revenue during the fiscal y#208 as compared to
the same period in fiscal year 2009. The year-tr-gemparisons for the fiscal year 2008 and 200ildes the effects of
increased rates to firm customers in all jurisdiesi, as well as interruptible customers in Maryland

GAC—Represents a regulatory mechanism in all jurigalistthat provides for recovery of uncollectiblea@aents
expense related to changes in gas costs. Highevages reflect the timing of GAC rate increaseB{, partially offset by
slightly lower natural gas prices. The related diectible accounts expense is included in operadioth maintenance
expenses.

Asset optimizatior—Contributions to net revenues from our Asset Ogidttion program remained relatively stable
between 2009 and 2008. The significant increa@®08 net revenues attributable to asset optimizatiompared to 2007
reflects the retention of all storage and transimm capacity assets for self optimization. Weorded pre-tax unrealized
gains of $4.1 million and unrealized losses of $(880) and $(265,000) for the fiscal year endedeeper 30, 2009, 200
and 2007 respectively, associated with our eneetpted derivatives. When these derivatives sedifber financially or by
physical delivery, any unrealized amounts will mlitely be reversed, and Washington Gas will realiaegins when
combined with the related transactions these diévasmeconomically hedge. Pre-tax realized gaiteted to our asset
optimization program were $16.5 million, $15.7 ioifi, and $2.5 million for the fiscal year ended ®egber 30, 2009,
2008, and 2007, respectively. Partially offsettingse realized margins were $8.4 million and $2Ikom of unrealized
lower-of-cost or market adjustments associated sihage capacity assets utilized for asset opitioiz for the fiscal year
ended September 30, 2009 and 2008, respectiveliowr-of-cost or market adjustments occurred $odl year 2007.
Refer to the section entitléMarket Risk—Price Risk Related to the RegulateitityySegment”for further discussion of
our asset optimization program.

Storage carrying costs-Represents recoverable carrying costs based aottef capital approved in each jurisdicti
multiplied by the 12-month average balance of gfergas inventory. The comparison of fiscal yeai82@02007 reflects
higher average storage gas inventory balancesdalfyear 2008 due to a significant increase inpg@ags during the stora
fill season which generally occurred in the spramgl summer of 2008.

Earnings Sharing Mechanism¥he Virginia ESM, which was effective on OctobeR007 enables the sharing of
earnings in Virginia that exceed a target ratestiinn on equity with shareholders and customers.H®M threshold was
exceeded in fiscal year 2008. We recorded $4.8anibhf expense related to the obligation recoraediscal year 2008,
resulting in a reduction in 2008 earnings. Fiseary2009 earnings were unaffected as regulatettseld not exceed the
ESM threshold. In addition, earnings in fiscal y2@09 include the effects of reducing the amountuexd for in 2008 to
reflect the actual obligation approved by the SE@A. Refer to the section entitlédRates and Regulatory Matters—
Performanc- Based Rate Planghcluded in Management’s Discussion for Washinggas for a further discussion of the
ESM.

Regulatory adjustment-Represents an adjustment of $1.1 million madesicefiyear 2008 applicable to prior fiscal
years as a result of an interpretive change ircdheulation of interruptible revenue sharing in Bistrict of Columbia
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Reserve for disallowance of natural gas cestis the first quarter of 2009, Washington Gas regdra $4.6 million
reserve for disallowed natural gas costs in Maylemincome due to a February 5, 2009 Order froenRBC of MD. This
Order resolved a contingency related to a proposeer issued by a Hearing Examiner of the PSC ofiMfiscal year
2006. Refer to the section entitléRates and Regulatory Mattersh Management'’s Discussion for Washington Gas for
further discussion of this matter.

Operation and Maintenance ExpensesThe following table provides the key factors ¢imitting to the changes in
operation and maintenance expenses of the regulttig segment between years.

Composition of Changes in Operation and Maintenanc&xpenses
Increase (Decreas

(In millions) 2009 vs. 200! 2008 vs. 200°
Weather insurance and derivative bene

(Benefit)/Loss $ 7.5 $ (4.6

Decrease in premium cos (3.2 -
Business Process Outsourcing (BF 5.C (0.6)
Labor and incentive plar (1.5 3.2
Employee benefit (3.9 (2.6)
Uncollectible account 1.8 8.8
Other operating expens (0.5 (0.9

Total $ 5.4 $ 3.8

Weather insurance and derivative benefit3he effects of hedging variations from normal viieatin the District of
Columbia for fiscal years 2009, 2008 and 2007, iandirginia for fiscal year 2007 are recorded teeogtion and
maintenance expense. During fiscal year 2009, Wigsh Gas recorded an expense of $2.9 million {@xgrelated to its
weather derivatives as a result of colder-than-mbmeather and incurred a cost of $294,000 for jrera on our weather
related derivatives. During fiscal year 2008, Wagton Gas received a benefit of $4.6 million (pe)}tfrom its weather
insurance that resulted from warmer-than-normaltheaand incurred a cost of $3.4 million for premaion our weather
related derivatives. During fiscal year 2007, weeieed no benefit as weather was colder than nodonéhg that period.
The benefits or losses of the weather-relatedunstnts are offset by the effect of weather ontytilet revenues.

Business Process Outsourcirglhe year-over-yeatomparison of fiscal year 2009 to 2008 reflectslaeduled increas
in the recurring service costs paid to the serpiowider and amortization expense related to thelegory asset established
for initial BPO implementation costs, partially séft by reduced labor and employee benefits.

Labor and incentive plans-The year-over-year comparison of fiscal year 2808 2008 reflects the capitalization of
certain incentive benefits that were previouslyrghd to expense as a result of a regulatory decisi¥irginia. The
increase in labor and incentive plans for year-gagar comparison for 2008 and 2007 primarily refiencreases due to
incentive costs related to improved performance.

Employee benefits-The decrease in employee benefits expense fonfeatiover-yeacomparisons reflects a reduct
in the costs of post-retirement benefit plans al agea higher discount rate assumption used tesoreahe benefit
obligation.

Uncollectible accounts—The increase for both year-over-year comparisefieats the adjustments to the accumulated
reserve balances made in 2009 and 2008 to addrasges in economic conditions. The reserve in 20809 reflects an
adjustment for the effect of a customer paymemfrekogram adopted in Maryland. The increasessicef years 2009 and
2008 were partially offset by the GAC included tility net revenues.
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Depreciation and Amortization. The following table provides the key factors edmiting to the changes in
depreciation and amortization of the regulatedtytiegment between years.

Composition of Changes in Depreciation and Amortizon

Increase (Decreas

2009 2008
(In millions) vs. 200¢ vs. 200"
Retroactive depreciation expense adjustn $ = $ 3¢
New depreciation rat—District of Columbia - (2.5
Increase (decrease) in property, plant & equipr aL{e 3.4
Other (0.9 (0.5
Total $ 03 $ 48

Retroactive depreciation expense adjustmeitt the first quarter of fiscal year 2007, we rateg a benefit of
$3.9 million applicable to the prior period frormiary 1, 2006 to September 30, 2006 related tdact®n in Washington
Gas'’s depreciation rates on fixed assets in Viegini

New depreciation rates-Washington Gas implemented new depreciation ratései District of Columbia on January
2008. Refer to the section entitléRlates and Regulatory Matters—Depreciation Stuéty” further discussion of
depreciation matters.

Other Changes in ExpensesFiscal year 2009 general taxes increased $5lbmdver 2008 due to a $1.9 million
increase in property taxes and $3.1 million inceeasDC energy taxes associated with trust fundsegetowards
implementing energy efficiency and renewable en@rpgrams. These DC energy taxes are offset by ars@ollected in
rates charged to customers. The year-over-yeagaserin general taxes for fiscal year 2008 compar2607, was
primarily attributable to property taxes. Incomedsa increased as a result of an increase in opgriaitome, partially offset
by a lower effective tax rate for fiscal year 20@8ulting from an adjustment to our deferred taam@es during that period.

Non-Utility Operating Results

Our continuing non-utility operations are comprigddwo business segmen(8: retail energy-marketing an(d)
design-build energy systems. Transactions thanatrsignificant enough on a stand-alone basis twamatreatment as an
operating segment, and that do not fit into onewfthree operating segments, are aggregated aer'@ttivities” and
included as part of non-utility operations for posps of segment reporting (refer to Note 15 ofNbtes to Consolidated
Financial Statements).

Total net income from our non-utility operations fiscal year 2009 was $14.4 million, an increak$1d..6 million
from fiscal year 2008. This comparison primarilfleets increased earnings of our retail energy-rtamkg segment and
design build energy system segment. Total net imcfsom our continuing non-utility operations fosdal year 2008 was
$2.8 million, compared to $18.0 million for fisgaar 2007. This comparison primarily reflects lowarnings from our
retail energy-marketing segment.
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Retail Energy-Marketing

Our retail energynarketing subsidiary, WGEServices, was establishd®97, and sells natural gas and electricity
unregulated, competitive basis directly to residgntommercial and industrial customers. The follgy table depicts the
retail energy-marketing segment’s operating reslting with selected statistical data.

Retail-Energy Marketing Financial and Statistical Data

Increase
Years Ended September . (Decrease
2009 2008
2009 2008 2007  vs. 200¢ vs. 200°

Operating Results(In millions)
Gross margins

Operating revenue $1,192.( $1,062.7 $1,138.. $ 129.2 $ (75.7)
Less: Cost of enerc 1,127.. 1,023.0 1,071. 104.1 (48.9)
Revenue taxe 1.1 0.€ 0.7 0.5 (0.0
Total gross margin 63.5 38.¢ 66.1 24 (27.9)
Operation expenst 35.C 26.t 23.2 8.t 3.2
Depreciation and amortizatic 0.8 0.8 0.7 - 0.1
General taxes and other assessn—other 3.C 2.8 2.5 0.2 0.3
Operating Incom 24 8.7 39.¢ 16.C (30.9
Other income (expens«-net 0.1 0.1 - - 0.1
Interest expens 0.€ 11 2.9 (0.5) (1.8)
Income tax expens 9.2 2.¢ 14.: & (11.9
Net income $ 15 % 48 $ 224 % 10z $ (176
Analysis of gross margins(In millions)
Natural gas
Realized margin $ 457 ¢ 26€ $ 231 % 191 $ 35
Unrealizedmark-to-marketgains (losses 0.2 (1.7) (1.9 2.C (0.3
Total gross margi—natural gas 46.C 24.¢ 21.7 21.1 3.2
Electricity
Realized margin $ 375 % 247 $ 3<% 12¢€ $ (112
Unrealizedmark-to-marketgains (losses (19.9 (10.8) 8.5 (9.0 (19.9
Total gross margi—electricity 17.t 13.¢ 44 .4 3.6 (30.5)
Total gross margin $ 63£$ 38&$ 661 % 247 $ (27.9
Other Retail-Energy Marketing Statistics
Natural gas
Therm saley(millions of therms 627. 635.( 725.% (7.€) (90.5)
Number of customer(end of period 151,50 133,30 140,70C 18,20C (7,400
Electricity
Electricity sales(millions of kWhs 5,269.C 3,607.¢ 3,943.& 1,661l.c (336.7)
Number of accouni(end of period 113,00 61,80 65,90C 51,20C (4,100

Fiscal Year 2009 vs. Fiscal Year 2008The retail energy-marketing segment reportednmuetme of $15.0 million for
the fiscal year ended September 30, 2009, an isere$10.2 million over net income of $4.8 millieported for the prior
fiscal year. This comparison primarily reflects g gross margins from the sale of natural gaséeatricity. Partially
offsetting these favorable margins are higher dpegaxpenses related to marketing initiatives giesd to take advantage
of unique marketing opportunities that arose duthrglatter half of fiscal year 2009.

Gross margins from natural gas sales increased $2illion in fiscal year 2009 over the prior yeeaflecting a
$19.1 million increase in realized margins duerntiorerease in the margin per therm sold, and arébte $2.0 million
variance related to unrealized mark-to-market géosses) associated with energy-related derivative
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Gross margins from electric sales increased $3ll&min fiscal year 2009 over fiscal year 2008]eeting increased
sales volumes primarily due to a substantial nurobeustomers added during fiscal year 2009. Thee@mse reflects
$10.5 million in realized margins and a $2.1 milli@vision in 2009 to estimated electric coststialty offset by
$9.0 million for unrealized mark-to-market gainssges) associated with energy-related derivativesealized
mark-to-market gains and losses are primarilytatteble to changes in the fair value of certainticmts related to the
purchase of energy supplies to match future retdéls commitments. These supply contracts arecubje
mark-to-market treatment, while many of the coroeging retail sales commitments are not.

Fiscal Year 2008 vs. Fiscal Year 2007The retail energynarketing segment reported net income of $4.8 onilfor the
fiscal year ended September 30, 2008, comparedttmeome of $22.4 million reported for the pricachl year. This
comparison primarily reflects lower gross margirmmsf the sale of electricity, partially offset bygher gross margins from
the sale of natural gas. Also reflected in the iegsicomparison is an increase in operations expeus to higher expenses
associated with uncollectible accounts and highleod and benefit costs.

Gross margins from electric sales decreased inlfiggar 2008, reflecting a $19.3 million declineumrealized mark-to-
market valuations and decreased sales volumesaliree mark-to-market gains and losses are prignatifibutable to
changes in the fair value of certain contractsteel&o the purchase of energy supplies to matehduetail sales
commitments. These supply contracts are subjaoitt-to-market treatment, while the correspondetgil sales
commitments are not. The decreased sales voluregwiararily due to increased competition and thss lof commercial
customers and lower margins per kilowatt-hour gwicharily as a result of unfavorable weather patexperienced early
in the summer of 2008 and the unusually high margkperienced in fiscal year 2007.

Gross margins from natural gas sales increaseaddalfyear 2008, reflecting a rise in the margintherm sold, partiall
offset by a decrease in natural gas sales voluAiss.affecting gross margins from natural gas saelas a $275,000
increase in unrealized mark-to-market losses aataativith energy-related derivatives.

Design-Build Energy Systems

The design-build energy systems segment reporteiticeme of $3.1 million, $1.8 million, and $0.4lhan in fiscal
years 2009, 2008, and 2007, respectively. The &se®in annual net income primarily reflect inceglgsrofitability, anc
growth in the number and size of design-build prtge

Other Non-Utility Activities

As previously discussed, transactions that aresigoificant enough on a stand-alone basis to watraatment as an
operating segment, and that do not fit into onewfthree operating segments, are aggregated aer'@ctivities” and
included as part of non-utility operations.

Results for our other non-utility activities reftetet losses of $3.7 million, $3.8 million, and &4nillion for fiscal years
2009, 2008, and 2007, respectively. These compaipamarily reflect lower general and administratexpenses.
Other Income (Expenses) —Net

Other income (expenses)—net reflects income of B&l®n, $2.5 million and $3.4 million for fiscalears 2009, 2008
and 2007, respectively. These amounts primarilyprisa interest income from short-term investmelndd gualify as cash
and cash equivalents as well as interest inconmurimésd with certain regulatory items.

Interest Expense

Interest expense was $44.9 million for the fiseryended September 30, 2009, compared to $48i8mahd
$48.9 million for fiscal year 2008 and 2007, respety. Longterm debt primarily comprises unsecured MTNs isssely
by Washington Gas.
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The weighted average cost of MTNs was 5.82%, 5.86606.15% at September 30, 2009, 2008 and 200&atsgy. The
following table shows the components of the chamgésterest expense between years.

Composition of Interest Expense Change

Increase (Decreas

(In millions) 2009 vs. 2008 2008 vs. 200°
Long-term debi $ 0.t $ 0.2
Shor-term debt (3.2 (1.7
Other (includes AFUD(@) 0.7 (0.9
Total $ 19 8 (2.1

@ Represents Allowance for Funds Used During Constinc

For fiscal year 2009 compared to fiscal year 2008 Jower interest expense related to shemr debt reflects a decre:
in the weighted average cost for these borrowipggjally offset by an increase in the averager@aoutstanding. The
higher interest expense associated with long-texbt ceflects an increase of the average balantmngfterm debt
outstanding mostly offset by the decrease in theeslded cost of these borrowings as a result oingdawer-cost debt.
The decrease in interest expense also reflectsraake in interest expense associated with custdepasits, among other
items.

For fiscal year 2008 compared to fiscal year 200& lower interest expense related to shem debt reflects a decre:
in the weighted average cost for these borrowipggjally offset by an increase in the averagermdaoutstanding. The
lower interest expense associated with Iterga debt reflects a decrease in the embeddedttstse borrowings as a res
of issuing lower-cost debt, mostly offset by a l@ghverage balance of long-term debt outstandihg.decrease in interest
expense also reflects a decrease in interest expessciated with customer deposits among othasite

LIQUIDITY AND CAPITAL RESOURCES
General Factors Affecting Liquidity

It is important for us to have access to shertn debt markets to maintain satisfactory liqyiddt operate our business
on a neaterm basis. Acquisition of natural gas, electricfiipeline capacity, and the need to finance adsowateivable ar
storage gas inventory are our most significanttstesm financing requirements. The need for longateapital is driven
primarily by capital expenditures and maturitiedasfg-term debt.

Our ability to obtain adequate and cost effectimaricing depends on our credit ratings as welhadiguidity of
financial markets. Our credit ratings depend largel the financial performance of our subsidiaréag] a downgrade in our
current credit ratings could require us to postitamithl collateral with our wholesale counterpastand adversely affect our
borrowing costs, as well as our access to sourfdaguidity and capital. Also potentially affectirgccess to short-term debt
capital is the nature of any restrictions that rhigg placed upon us, such as ratings triggersequairement to provide
creditors with additional credit support in the etvef a determination of insufficient creditwortbss. Although the credit
markets tightened in the latter half of 2008 andticwed into fiscal year 2009, we have maintainedability to meet our
liquidity needs at reasonable costs throy@hthe issuance of commercial paper by WGL Holdings \Afashington Gas;

(i) loans made under the WGL Holdings committed baeklitrfacility and(iii) the issuance of debt securities by
Washington Gas to support its operations. In ttted&alf of fiscal year 2009, the credit markdtewed signs of
improvements.

The level of our capital expenditure requiremeats, financial performance and the effect of thesstdrs on our credit
ratings, as well as investor demand for our seaesriaffect the availability of long-term capitalreasonable costs.

We have a goal to maintain our common equity riatithe mid-50% range of total consolidated capifale level of this
ratio varies during the fiscal year due to the seabnature of our business. This seasonalitysis evident in the variability
of our short-term debt balances, which are typjdaigher in the fall and winter months and substdigtiower in the spring
when a significant portion of our current assetsoisverted into cash at the end of the winter hgateason. Accomplishing
this capital structure objective and maintaininffisient cash flow are necessary to maintain ativaccredit ratings for
WGL Holdings and Washington Gas, and to allow astegapital at reasonable costs. As of Septenthez(9, total
consolidated capitalization, including current nniiess of long-term debt and excluding notes pagabbmprised 62.0%
common equity, 1.6% preferred stock and 36.4%-
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term debt. Our cash flow requirements and ourtghii provide satisfactory resources to meet thegairements are
primarily influenced by the activities of Washingt@as and WGEServices and, to a lesser extent, idimeutility
operations.

Our plans provide for sufficient liquidity to sdtisour financial obligations. At September 30, 20@@ did not have any
restrictions on our cash balances or retained regsrthat would affect the payment of common orqarefd stock dividends
by WGL Holdings or Washington Gas.

Short -Term Cash Requirements and Related Financing

Washington Gas’s business is weather sensitivesaasional, causing short-term cash requirementsryosignificantly
during the year. Approximately 77% of the totalrthe delivered in Washington Gas'’s service arealeiug deliveries to
two electric generation facilities) occur during tirst and second fiscal quarters. Accordingly siWagton Gas typically
generates more net income in the first six monthbhefiscal year than it does for the entire flgear. During the first six
months of our fiscal year, Washington Gas genetatge sales volumes and its cash requirementsyplak accounts
receivable and unbilled revenues are at their lsiglesels. During the last six months of our fisgadr, after the winter
heating season, Washington Gas will typically eigrere a seasonal net loss due to reduced demandtfoal gas. During
this period, many of Washington Gas'’s assets amgarted into cash which Washington Gas generalbg os reduce and
sometimes eliminate short-term debt and to acq@mge gas for the next heating season.

Washington Gas and WGEServices have seasonalteharzash requirements resulting from their negolitghase
storage gas inventory in advance of the winterihgateriods in which the storage gas is sold. Ait&maber 30, 2009 and
2008 Washington Gas had investment balances istgeege of $237.7 million and $406.6 million, respeely with one
additional month, October, remaining in the filasens. Washington Gas collects the cost of gas waderecovery
mechanisms approved by its regulators. WGESendckscts revenues that are designed to reimbussmsinmodity costs
used to supply its retail customer contracts. \temig in the timing of cash receipts from customerder these collection
methods can significantly affect shoetrm cash requirements. In addition, both Washim@ias and WGEServices pay tt
respective commodity suppliers before collectingdlscounts receivable balances resulting from thales. WGEServices
derives its funding to finance these activitiegrirshort-term debt issued by WGL Holdings. AdditibnaVGEServices
may be required to post collateral, either paremrgntees from WGL Holdings or cash, for certaircpases.

Variations in the timing of collections of gas manhder Washington Gas’s gas cost recovery mechardan
significantly affect short-term cash requiremehit&shington Gas had a $64.7 million and an $11.8amihet under-
collection of gas costs at September 30, 2009 808,2espectively reflected in current assetsliigds as gas costs due
from/to customers. The under-collection in botledisyears stemmed primarily from an excess of gassgaid to suppliers
over gas costs recovered from customers duringntiet recent twelve month gas cost recovery cydie@mugust 31 of
each year. Most of this current balance will bemstd to, or collected from, customers in fiscary2010. Amounts under-
collected or over-collected that are generatechduttie current gas cost recovery cycle are refieatea regulatory asset or
liability in deferred charges or deferred creditstioe balance sheet until September 1st of eaah geahich time the
accumulated amount is transferred to gas costérdogto customers as appropriate. At SeptembefB09 and 2008
Washington Gas reflected balances of $14.0 mibind $50.8 million as deferred gas costs in defeshediges.

WGL Holdings and Washington Gas utilize short-tetat in the form of commercial paper or unsecutestgerm
bank loans to fund seasonal cash requirementsp@iay is to maintain back-up bank credit facil#izn an amount equal to
or greater
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than our expected maximum commercial paper posifibe following is a summary of our committed ctedjreements at
September 30, 2009.

Committed Credit Available (In millions)
WGL Holdings Washington Ga

Committed credit agreemer

Unsecured revolving credit facility, expires Aug8s2012(@) $ 400.( $ 300.(
Total committed credit agreemel 400.( 300.(
Less: Commercial Pap (59.0 (124.9

Net committed credit availab $ 341.( $ 175.2

(@ Both WGL Holdings and Washington Gas have the tigihéquest extensions with the be' approval. WGL Holdings’ revolving credit facilifyermits
it to borrow an additional $50 million, with the bks’ approval, for a total of $450 million. Washtog Gas'’s revolving credit facility permits it to
borrow an additional $100 million, with the bar approval, for a total of $400 millior

WGL Holdings typically issues commercial paper teanits financing requirements including cash ¢etk
requirements posted to counterparties associatixdWGEServices’ contracts (refer to Note 4 of thatds to the
Consolidated Financial Statements for further imfation).

At September 30, 2009 and September 30, 2008, W@tihys and its subsidiaries had outstanding npdégsble in thi
form of commercial paper and/or bank loans fronoheng credit facilities of $183.8 million and $2D1million,
respectively. Of the outstanding notes payablerfz@at September 30, 2009, all borrowings werberfarm of commercii
paper in the amount of $59.0 million issued by Wigtldings and $124.8 million issued by Washingtors G& September
30, 2009 there were no outstanding bank loans ¥M@L Holdings’ or Washington Gas'’s revolving crefditilities. Of the
outstanding notes payable balance at Septemb@088, $23.0 million and $231.0 million was commatgiaper issued by
WGL Holdings and Washington Gas, respectively.dditon, WGL Holdings had $17.0 million in outstang bank loans
under its revolving credit facility and there were outstanding bank loans from Washington Gas’slvinvg credit facility.

To manage credit risk, both Washington Gas and WEBE&S may require deposits from certain custorards
suppliers, which are reported as current liabgiiie “Customer deposits and advance paymeAtsSeptember 30, 2009 a
September 30, 2008, “Customer deposits and adyamgeaents” totaled $52.9 million and $46.1 millioespectively. For
both periods, most of these deposits related tomes deposits for Washington Gas.

For Washington Gas, deposits from customers magfoeded to the depositaustomer at various times throughout
year based on the custor's payment habits. At the same time, other custemeke new deposits that cause the balance of
customer deposits to remain relatively steady. &laee no restrictions on Washington Gas’s useasfeltustomer deposits.
Washington Gas pays interest to its customers esetlleposits in accordance with the requiremerits tégulatory
commissions.

For WGEServices, deposits typically represent telid for transactions with wholesale counterparkte the purchase
and sale of natural gas and electricity. These siespmay be required to be repaid or increasedyatime based on the
current value of WGEServices’ net position with toainterparty. Currently there are no restrictiondVGEServices’ use
of deposit funds and WGEServices pays interestaabunterparty on these deposits in accordanteitwitontractual
obligations. Refer to the section entitl&tedit Risk” for a further discussion of our management of ¢nesk.

Long -Term Cash Requirements and Related Financing

Our long-term cash requirements primarily depenahupe level of capital expenditures, long-termtdebturities and
decisions to refinance long-term debt. Our cagisgenditures primarily relate to adding new utititystomers and system
supply as well as maintaining the safety and réitglnf Washington Gas'’s distribution system (nefe the section entitled
“Capital Expenditures”below).
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At September 30, 2009, Washington Gas had the tgpaer a shelf registration to issue up to $@54illion of
Medium Term Notes (MTNSs). Washington Gas has aitthfrom its regulators to issue other forms of géfcluding
private placements. The following describes MTNwtyt during fiscal year 2009 and 2008.

Fiscal Year 2009 MTN Activity. In October 2008, Washington Gas retired $25.0anibf 5.49% MTNs. On
December 5, 2008, Washington Gas issued $50.0omitif 7.46% fixed rate MTNs due December 5, 20t8c&eds from
this MTN were used by Washington Gas to replacertatired MTNs and for general corporate purposeyding funding
capital expenditures and working capital needs,rapeying commercial paper. On July 9, 2009, Waghim Gas retired
$50.0 million of 6.92% MTNs. The maturing MTNs weeapaid by the sale of commercial paper. Washin@as maintain
adequate access to capital markets to meet itislifguequirements.

Fiscal Year 2008 MTN Activity. In August 2008 Washington Gas retired $20.1 omllof maturing MTNs with rates
ranging from 6.51% to 6.61%. On August 26, 2008skifagton Gas issued $50.0 million of 3.61% floatiate MTNs due
August 26, 2010, with a call option at 100% of palue to redeem the MTNSs at any time on or aftdr&ary 26, 2009.
These MTNSs have an interest rate which is reseatiejiyabased on the 3-month London Interbank ORate (LIBOR) plus
80.0 basis points. Proceeds from these MTNs wexd hg Washington Gas to retire the maturing MTNs fan general
corporate purposes such as the funding of capitsrditures, working capital needs and the retireroécommercial
paper.

On November 2, 2009, Washington Gas issued $50l@mof unsecured 4.76% fixed rate notes due Ndvemni, 201¢
These notes were issued through a private placefeteeds from these notes were used by Washi@srto retire
existing indebtedness.

We are exposed to interest-rate risk associatddawuit debt financing costs. Washington Gas utiltdesvative
instruments from time to time in order to minimigeexposure to the risk of interest-rate volatilRefer to the section
entitled“Interest-Rate Risk’for a further discussion of the management of oterest-rate risk.

Security Ratings

The table below reflects the current credit ratifayghe outstanding debt instruments of WGL Hotdirand Washingtc
Gas. Changes in credit ratings may affect WGL Hwdi and Washington Gas’s cost of short-term and-ierm debt and
their access to the capital markets. A securitypgas not a recommendation to buy, sell or holcusities, it may be subject
to revision or withdrawal at any time by the assigrrating organization and each rating shouldvauated independently
of any other rating. There was no change in thagatduring the year ended September 30, 2009.

Credit Ratings for Outstanding Debt Instruments

WGL Holdings Washington Gas
Unsecure( Unsecurec
Mediurr-Term Note Commercie Mediurr-Termr Commercie
Rating Service (Indicative)@) Papel Notes Papel
Fitch Ratings A+ F1 AA- F1+
Moody's Investors Servic Not Ratec Not Prime A2 P-1
Standard & Pocs Ratings Service®) AA- A-1 AA- A-1

@ |ndicates the ratings that may be applicable if Wigdldings were to issue unsecured MT
® The lon¢-term debt rating issued by Standard & P’s Rating Services for WGL Holdings and Washingtes i stable

Ratings Triggers and Certain Debt Covenants

WGL Holdings and Washington Gas pay fees on threiditfacilities which in some cases are basecheridng-term
debt ratings of Washington Gas. In the event thg-ierm debt of Washington Gas is downgraded belenain levels,
WGL Holdings and Washington Gas would be requioegay higher fees. There are five different lewdléees. The credit
facility for WGL Holdings defines its applicabledfdevel as one level below the level applicablé/ashington Gas. Under
the terms of the credit facilities, the fees basedhe long-term debt credit ratings range fronr foasis points to nineteen
basis points.
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Under the terms of WGL Holdings’ and Washington 'Gasedit agreements, the ratio of consolidatedrfimal
indebtedness to consolidated total capitalizatEnmot exceed 0.65 to 1.0 (65.0%). In addition, WHEildings and
Washington Gas are required to inform lenders ahgles in corporate existence, financial conditibtigation and
environmental warranties that might have a matedakrse effect. The failure to inform the lendeigént of changes in
these areas deemed material in nature might cotestiefault under the agreements. Additionally, Wigildings’ or
Washington Gas’s failure to pay principal or instn@hen due on any of its other indebtedness malebmed a default
under our credit agreements. A default, if not rdimeé, may lead to a suspension of further loangoaratceleration in
which obligations become immediately due and payabi September 30, 2009, we were in complianch alitof the
covenants under our revolving credit facilities.

For certain of Washington Gas’s natural gas purelaas! pipeline capacity agreements, if the longrtgebt of
Washington Gas is downgraded to or below the lmfier BBB- rating by Standard & Poor’s Ratings Seegior a Baa3
rating by Moody’s Investors Service, or if WashimgiGas is deemed by a counterparty not to be wrerdtty, then the
counterparty may withhold service or deliveriespy require additional credit support. For certatimer agreements, if tl
counterparty’s credit exposure to Washington Gageds a contractually defined threshold amourif Wiashington Gas'’s
credit rating declines, then the counterparty nesguire additional credit support. At SeptemberZm9, Washington Gas
would not be required to supply additional credipgort by these arrangements if its long-term datitg were to be
downgraded one rating level.

WGL Holdings has guaranteed payments for certainh@ses of natural gas and electricity on behaitsafholly-
owned subsidiary, WGEServices (refef@pntractual Obligations, Off-Balance Sheet Arramgents and Other
Commercial Commitmentddr a further discussion of these guaranteeshdfdaredit rating of WGL Holdings declines,
WGEServices may be required to provide additionadlit support for these purchase contracts. Ateeper 30, 2009,
WGEServices would be required to provide $7.8 onillin additional credit support for these arrangeisié the long-term
debt rating of WGL Holdings were to be downgraded mating level.

Cash Flows Provided by Operating Activities

The primary drivers for our operating cash flows eash payments received from natural gas andielgctustomers,
offset by our payments for natural gas and elattraosts, operation and maintenance expensess tmekinterest costs.

Net cash provided by operating activities total88%1 million, $62.0 million and $213.3 million ffiscal years 2009,
2008 and 2007, respectively. Net cash provideddeyating activities reflects net income applicableommon stock, as
adjusted for non-cash earnings and charges, asawelanges in working capital. Certain changegoirking capital from
September 30, 2008 to September 30, 2009 are deddrelow.

» Accounts receivable and unbilled revenues incre&86d5 million from September 30, 2008 primarilyedo
increased sales volumes associated with Washir@gge' s asset optimization progra

» Storage gas inventory cost levels decreased $16illion from September 30, 2008 primarily due tovlr gas
prices of volumes in storag

» Gas costs and other regulatory assets increased Bdl8on from September 30, 2008 due to an insecia under-
collection of gas costs during the year and areim®e in unbilled gas cos

» Accounts payable and other accrued liabilities eased $34.5 million, largely attributable to a éese in the cost
the natural gas purchas¢

» Other prepayments increased $52.5 million from &apeer 30, 2008 due to an increase in collateraivables for
transactions with wholesale counterparties forinehase of energy for our retail-energy markesegment. This
increase in collateral reflects lower market prift@senergy, compared to the contracted purchase pf energy
supplies.

» Other current liabilities decreased $24.7 millioiarily due to unrealized fair value gains assmtavith energy-
related derivatives for both Washington Gas and \8&fFices

» Deferred purchased gas costs—net decreased $36dhmrimarily due to a decrease in the underexibn of gas
costs from September 30, 20!
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Cash Flows Provided by (Used in) Financing Activiti es

Cash flows provided by (used in) financing actastiotaled $(166.5) million, $74.3 million and $@7million for fiscal
years 2009, 2008 and 2007, respectively. Duringpfigear 2009, we decreased our notes payablenby @mount o
$87.1 million due to decreased working capital regmaents driven principally by lower storage gageimory costs, a
dividend payment on common stock totaling $72.4iom| partially offset by $5.1 million in cash preeds from the
issuance of common stock pursuant to our stockebesmpensation plan. Additionally during fiscal y2809, we retired
$75.0 million of MTNs and issued $50.0 million ofter-cost MTNSs (refer to the section entitlédng-Term Cash
Requirements and Related Financ’ ).

During fiscal year 2008, we increased our notesapkyby a net amount of $86.7 million due to inseshworking
capital requirements, principally to fund highesrage gas inventory costs at Washington Gas. mhigase in notes
payable was partially offset by dividend paymentsommon stock totaling $69.1 million, as well 494 million in cash
proceeds from the issuance of common stock purdaantr stock-based compensation plan. Addition@llsing fiscal year
2008, we retired $20.1 million of MTNs and issu&®$ million of lower-cost MTNs.

Cash flows used in financing activities for fisgakr 2007 was driven by our dividend payments anroon stock
totaling $66.8 million, partially offset by $11.7iliion in cash proceeds from the issuance of comstook pursuant to our
stock-based compensation plan.

The following table reflects the issuances andegtents of long-term debt that occurred duringalisears 2009, 2008
and 2007 (also refer to Note 4 of the Notes to Glaated Financial Statements).

Long-Term Debt Activity

2009 2008 2007

(In millions) Interest Rate ~ Amount Interest Rat Amoun! Interest Rat  Amouni
Mediurr-term notes

Issued@® 7.4¢% $ 50.C 3.61% $ 50.C - $ -

Retired 5.49 —6.92% (75.0) 6.51-6.61% (20.7 - -
Other financing

Issued®) 5.95-6.9¢% U5.€ 5.62% 13.2 5.57% 14

Retired© 4.76-7.5% (25.5) 4.76-9.0% (1.0) 4.76-9.0(% (1.0
Other activity - (0. - - - -
Total $ (35.9 $ 422 $ 04

@ Interest rate resets quarterly on November, Febyustay, and August 26 of each year until matui
®) Includes the nc-cash issuances of project debt financing of $lilHom, $13.3 million, and $14.9 million for fiscglears 2007, 2008 and 2009,
respectively

© Includes the nc-cash extinguishments of project debt financing2#f.% million for fiscal year 200¢

Cash Flows Used in Investing Activities

Net cash flows used in investing activities tote$d®8.9 million, $135.0 million and $165.6 milliguring fiscal years
2009, 2008 and 2007, respectively. In fiscal y@a39, 2008 and 2007, $134.2 million, $133.6 millaord $162.0 million,
respectively, of cash was utilized for capital exgitures made on behalf of Washington Gas.
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Capital Expenditures

The following table depicts our actual capital exghicures for fiscal years 2007, 2008 and 2009, @ofected capital
expenditures for fiscal years 2010 through 2014. capital expenditure program includes investmémextend service to
new areas, and to ensure safe, reliable and imgresweice.

Capital Expenditures

Actual Projectec

(In millions) 2007 2008 2009 2010 2011 2012 2013 2014 Total
New busines $44¢ $45¢& $28¢ $487 $514 $554 $62E5 $67.7 $285.72
Replacement

Rehabilitation projec 30.¢ 8.1 - - - - - - -

Other 33.¢ 38.C 57.¢ 45.C 41.¢ 41.: 43.2 427  213.¢
LNG storage facility 0.3 0.1 0.1 8.€ 56.¢ 48.7 35.¢ 0.7 150.7
SOC redevelopment proje - - - 13.t 34.1 30.7 - - 78.%
Other 48.% 39.4 51.2 47.2 36.¢ 26.1 33.2 24.&  168.C
Totalaccrual basi(@) $158.1 $131.¢ $137.f $162.f $220.¢ $202.2 $174.6 $135.¢ $896.:

Cash basis adjustmer 6.4 3.6 14 - - - - - -
Total-cash basi $164.5 $135.C $138.¢ $162.f $220.¢ $202.2 $174.6 $135.¢ $896.:

@ Excludes Allowance for Funds Used During Constarctind prepayments associated with capital projdotdudes accruals for capital expenditu
and other no-cash additions

The 2010 to 2014 projected periods include $285lomfor continued growth to serve new customensg
$213.8 million primarily related to the replacemant betterment of existing capacity. Additionathe projected period
contains capital expenditures to construct a necgssew source of peak day capacity within therlolauies of the natural
gas distribution system to support customer graawith pressure requirements on the entire naturaligagution system.
Specifically, these estimated expenditures are@®ggddo be used for the construction of a onedniltubic foot LNG
storage facility on the land historically used $torage facilities by Washington Gas in Chillum,riland (refer to the
section entitled “Chillum LNG Facility”). Projectezkpenditures also reflect $78.3 million for thevelepment of new
facilities at the Springfield Operations Center (§@nd $168.3 million of other expenditures, whittlude general plant.

CONTRACTUAL OBLIGATIONS, OFF -BALANCE SHEET ARRANGEMENTS AND
OTHER COMMERCIAL COMMITMENTS

Contractual Obligations

WGL Holdings and Washington Gas have certain cotied obligations that extend beyond fiscal yeddi® hese
commitments include long-term debt, lease obligetiand unconditional purchase obligations for jmgetapacity,
transportation and storage services, and certdimalgjas and electricity commodity commitmentse Estimated
obligations as of September 30, 2009 for futuredfiyears are shown below.
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Estimated Contractual Obligations and Commercial Conmitments
Years Ended September :

(In millions) Total 2010 2011 2012 2013 2014 Thereafte
Pipeline and storage contra® $2,402.° $ 162.1 $159.¢ $159.7 $161.¢ $183.€ $ 1,575.
Mediurr-term note<® 639.( 82.t 30.C 77.C - 67.C 382.t
Other lon¢-term debi® 0.2 0.1 0.1 0.1 - - -
Interest expens(©) 415.7 36.z 327 29.z 27 25.¢ 264.2
Gas purchase commitme—Washington Ga(@ 497.¢ 113 40.7 55.& 55z 557 177.2
Gas purchase commitme—WGEService«®) 536.¢ 306.« 152.f 69.¢ 8.1 - -
Electric purchase commitmer(® 885.6 4747 273.C 116.F 21.1 0.7 -
Operating lease 36.7 4.2 4.3 4.4 4.4 4.2 15.2
Business Process Outsourc(@) 259.t 40.¢ 34.¢ 33.¢ 30.6 30t 88.7
Other lon¢-term commitment() 10.4 5.2 4.C 0.3 0.3 0.1 0.5
Total $5,684.¢ $1,225.¢ $731.¢ $546.1 $309.2 $367.€ $ 2,504.

@ Represents minimum payments under natural gasgoatetion, storage and peaking contracts which hexgiration dates through fiscal year 20:
Additionally, includes minimum payments for WGERBes/pipeline contract:

(b

Represents scheduled repayment of principal inolthe assumed exercise of a put option by thetd#ters of $8.5 million in 2010. Exclud
$5.1 million in debt that is anticipated to be anrcash extinguishment of project debt financindefréo the section entitled “Construction Project
Financinc”).

© Represents the scheduled interest payments assoeigth MTNs and other lo-term debt

d

Includes sho-term commitments to purchase fixed volumes ofrabgias, as well as long-term gas purchase comnmtsithat contain fixed volume
purchase requirements. Cost estimates are basdaitmforward market prices and option premiumsfioed volume purchases under these purcl
commitments

(e

Represents commitments based on a combinationré®irarices at September 30, 2009 and fixed pricevall as index priced contract commitme
for natural gas delivered to various city gate &as, including the cost of transportation to tipatint, which is bundled in the purchase pri

) Represents electric purchase commitments whichased on existing fixed price and fixed volumeremts. Also includes $6.5 million related
renewable energy credit

Represents fixed costs to the service providetedlto thel0-year contract for business process outsourcliingse payments do not reflect potential
inflationary adjustments included in the contrdatluding these inflationary adjustments, requiggyments to the service provider could total
$306.5 million.

@

® Includes certain information technology servicetcacts and committed payments related to certawirenmental response cos

The table above reflects fixed and variable obiayest. Certain of these estimates reflect likelychases under various
contracts, and may differ from minimum future cawtual commitments disclosed in Note 13 of the BlateConsolidated
Financial Statements.

For commitments related to Washington Gas'’s peraimhpost-retirement benefit plans, during fisesdry2010,
Washington Gas does not expect to make any cotitiitauto its qualified, trusteed, employee-non-dbatory defined
benefit pension plan covering all active and vesbecher employees of Washington Gas. WashingtoneXpscts to make
payments totaling $10.2 million in fiscal year 20 behalf of participants in our non-funded Supmeatal Executive
Retirement Plan. Washington Gas also expects twibate $19.0 million to our health and life insnca benefit plans on
behalf of retirees during fiscal year 2010. FouidHer discussion of our pension and post-retirdrhenefit plans, refer to
Note 10 of the Notes to Consolidated Financialetents

Construction Project Financing

To fund certain of its construction projects, Wasjion Gas enters into financing arrangements it party lenders.
As part of these financing arrangements, Washin@as's customers agree to make principal and istt@@yments over a
period of time, typically beginning after the proje are completed. Washington Gas assigns thesanoeispayment streat
to the lender. As the lender funds the construgtimject, Washington Gas establishes a note realeivapresenting its
customers’ obligations to remit principal and ietgrand a long-term note payable to the lender.nMese projects are
formally “accepted” by the customer as completedstington Gas transfers the ownership of the reateivable to the
lender and removes both the note receivable anlbtigeterm financing from its financial statemens. of September 30,
2009, work on these construction projects thatmascompleted or accepted by customers was valu®8l. & million,
which is recorded on the balance sheet as a noeéveble in



52

REGIE 2.1 Attachment 9 WGL 10-K 2009
Page 88 of 255




REGIE 2.1 Attachment 9 WGL 10-K 2009
Page 89 of 255

WGL Holdings, Inc.
Washington Gas Light Company
Part Il
Item 7. Management’s Discussion and Analysis of
Financial Condition and Results of Operations (rw#d)

“Deferred Charges and Other Assets—Other” withciv@esponding long-term obligation to the lendetliong-term debt.”
At any time before these contracts are acceptatidgustomer, should there be a contract defawdh as, among other
things, a delay in completing the project, the Emmay call on Washington Gas to fund the unpaitcipal in exchange fc
which Washington Gas would receive the right todtream of payments from the customer. Once thiegiris accepted by
the customer, the lender will have no recoursersgdVashington Gas related to this long-term debt.

Financial Guarantees

WGL Holdings has guaranteed payments primarilycrtain purchases of natural gas and electricitipeimalf of the
retail energy-marketing segment. At September 8092these guarantees totaled $539.5 million. Tiheuat of such
guarantees is periodically adjusted to reflect gearin the level of financial exposure relatechiese purchase
commitments. We also receive financial guaranteedh®r collateral from suppliers when requiredololy credit policy
(refer to the section entitlé€redit Risk” for a further discussion of our credit policy). WGEloldings also issued
guarantees totaling $3.0 million at September 8092hat were made on behalf of certain of our ntility subsidiaries
associated with their banking transactions. Foofalls financial guarantees, WGL Holdings may @rany or all future
obligations imposed by the guarantees upon wriitgite to the counterparty, but WGL Holdings wootmhtinue to be
responsible for the obligations that had been eteahder the guarantees prior to the effective dfatiee cancellation.

Chillum LNG Facility

Washington Gas plans to construct a one billioricctdot LNG storage facility on the land historilyalised for natural
gas storage facilities by Washington Gas in Chillivharyland, to meet its customers’ forecasted psgkand for natural
gas. The new storage facility is currently expedteble completed and in service by the 2013-20Ite~vheating season at
an estimated cost of $159 million, subject to derz@ning and other legal challenges.

On October 30, 2006, the District Council of Prii@eorge’s County, Maryland denied Washington Gapdication
for a special exception related to its proposedtantion of the LNG peaking plant because it lvagethat current zoning
restrictions prohibit such construction. Washing@eas appealed this decision to the Prince Geofgetsty Circuit Court
(the Circuit Court) on November 22, 2006; howetee, case was subsequently sent back to the adrathistprocess by tl
Circuit Court. On April 16, 2008, Washington Gdsdia Complaint for Declaratory and Injunctive Re&lvith the United
States District Court for the District of Maryla(ttie U.S. District Court) seeking to clarify thdeof the local jurisdiction
by affirming all local laws relating to safety almtation of the facility are preempted by Federal &tate law. A ruling by
the U.S. District Court is pending.

On March 19, 2009, the PSC of MD ordered that extidey proceedings be opened for the purpose déwerg
Washington Gas’s most recent gas procurement ptanding the role the Chillum facility plays in nte®y current and
future customers’ annual and seasonal naturalegpasrements. The Company revised its projectedeedate for the
facility in a public notice made on August 7, 2008e Company has requested that the proceedingltérhabeyance until
the Company’s next gas procurement plan is fileawember, 2009. Refer to the section entitlRdtes and Regulatory
Matter——Maryland Jurisdiction—Review of the Company’s 28093 Gas Portfolio Planfor a further discussion of this
issue. Washington Gas must begin constructionestbrage facility in the summer of 2010 in orderthe Chillum Facility
to be completed and in service by the 2013-2014ewnimeating season. Until the legal challengeseselved and the LNG
plant is constructed, Washington Gas has plannealtiernative sources of supply to meet its custshpeak day
requirements. These plans include capital experadittelated to infrastructure improvements whichtigbute to providing
for adequate system performance based on projaetds.

Operating Issues Related To Cove Point Natural Gas  Supply

In late fiscal year 2003, Dominion reactivatedGmve Point LNG terminal. A large portion of the gidivered from the
Cove Point LNG terminal comes to the Washington sasice territory as a result of the Company’stipld delivery
points on the Cove Point pipeline and from threersiate natural gas transmission pipelines alssdonnected with the
Cove Point pipeline, each of which serve Washingias from delivery points downstream of its CovanPpipeline
interconnect. The composition of the vaporized Li¢Geived from the Cove Point LNG terminal resultethcreased leaks
in mechanical couplings on the portion of our disttion system in Prince George’s County, Maryl#émat directly receives
the Cove Point gas. The vaporized Cove Point gagot a lower concentration of heavy hydrocarltt4Cs) than non-
liquefied natural gas, and caused the seals o tim@ghanical couplings to shrink and to leak. ledelent laboratory tests
performed on behalf of Washington Gas have showatj ih
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a laboratory environment, the injection of HHCwitte type of gas coming from the Cove Point LNfieal can be
effective in re-swelling the seals in couplings @rhincreases their sealing force and in turn, redilee propensity for the
affected couplings to leak.

Through a pipeline replacement project and thetcoction of a HHC injection facility at the largegate station that
exclusively receives gas from the Cove Point teaiiwashington Gas has reduced the occurrencevotaepling leaks in
this area of the distribution system. A recent egdan of the physical capacity of the Cove Pointiaal could result in a
substantial increase in the receipt of Cove Paastigto additional portions of Washington Gas'dribstion system as
greater volumes of Cove Point gas are introductddther downstream pipelines that provide sertacé/ashington Gas.
Based upon engineering and flow studies and owgrépce, this increase in the receipt of Cove Ryaistis likely to result
in a significantly greater number of leaks in otharts of Washington Gas’s distribution systemeaslour efforts to
mitigate these additional leaks are successful.Hiligson Gas is attempting to mitigate this antitgolincrease in leaks
through: (i ) pipeline replacement programsi § the operation of three HHC injection faciliti€sii ) isolating its interstate
pipeline receipt points and limiting the amoungas received, where possible, from pipelines tiaaisport Cove Point gas;
(iv) blending, where possible, the Cove Point gas wfitter supplies of natural gas from within the goerttal United
States and ¥ ) continued efforts before the FERC to conditiocrémental increases in deliveries from the CovatPoi
terminal on the appropriate resolution of safetycans consistent with the public interest.

Washington Gas installed and operates HHC injedtoitities at three gate stations. Assuming curgas flow patterns
with the current pipeline supply configurationsg gtrategic placement of the three operational hjgttion facilities will
inject HHCs into the natural gas supplied to ov&¥%f the pipelines that contain mechanical coggliwithin our
distribution system. Washington Gas has been gitaetvery for a portion of these costs allocabl¥itginia and
Maryland. Additionally, Washington Gas will seekogery of the costs of these facilities allocabléhe District of
Columbia in a future base rate proceeding. Wasbin@as expects the cost of these facilities teebeverable in all
jurisdictions.

The estimated cost of these facilities does ndudethe cost of the HHCs injected into the gasastr at the gate
stations. We have been granted cost recovery éomidjority of these costs in Virginia and Maryla@h October 2, 2009,
Washington Gas and the District of Columbia Offaéehe Peoples Counsel (DC OPC) filed a Joint Motion for Apprbeé
Unanimous Agreement of Stipulation and Full Setdetrwith the PSC of DC which, if approved, will pide for full
recovery of the HHC commodity costs in the DistaECColumbia (refer to the section entitled “Radesl Regulatory
Matters”).

Washington Gas is replacing or remediating selectechanically coupled pipelines within the areathefdistribution
system that may receive high concentrations of Giat gas, but that will not receive HHC injecoiVashington Gas
has also planned for additional replacement of meicially coupled pipeline in other areas of itdritisition system. In
total, the current estimated cost of planned mechhooupling remediation and replacement work dhiernext three years
is $39.7 million which includes $9.0 million as paf a planned mechanically coupled pipe replacermpesgram approved
by the Virginia State Corporation Commission (SG&A) as part of a settlement of a Virginia rateseaThe October 2,
2009 settlement filed in the District of Columbiiudes a targeted mechanically coupled pipe repiant and
encapsulation program which will cost no more tfiaB.0 million and is expected to take approximaselyen years to
complete. Rate recovery of the expenditures isigeafor in the settlement.

Washington Gas continues to gather and evaludtedial laboratory evidence to determine the efficafcdHHC
injections of the Cove Point gas in preventing fiddal leaks or impeding the rate at which addiideaks may occur in
the gas distribution system if expanded volumemiftbe Cove Point terminal are introduced. In a refiled with the PSC
of MD on June 30, 2008, Washington Gas reportedtalhe increase in leaks in mechanical couplings portion of its
distribution system in Virginia where Cove Poinsdajected with HHCs was recently introduced fahart period of time.
Although this increase in leaks was significandgd than the increase experienced in the affectedod Prince George'’s
County, Maryland, the injection of HHCs into thev@dPoint gas did not reduce the occurrence of cogibaks to an
acceptable level that would allow Washington Gasatiely accommodate the increased deliveries afpanized LNG
anticipated with the expansion of the Cove Poimhigal. If we are unable to implement a satisfactmlution on a timely
basis, additional operating expenses and capipgreditures may be necessary to contend with ldetsiay accompany
the receipt of increased volumes of vaporized LKgBifthe Cove Point terminal into Washington Gasssridhution system.
Such additional operating expenses and capitalreifuges may not be timely enough to mitigate thallenges posed by
increased volumes of Cove Point gas, potentiaBiyltang in leakage from mechanical couplings ata that could
compromise the safety of our distribution systerdditional legal or regulatory remedies may be nsagsto protect
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the Washington Gas distribution system and itsarasts from the adverse effects of unblended vapdriiNG (refer to the
section entitled “Request for FERC Action” below &ofurther discussion).

Notwithstanding Washington Gas’s recovery througgal regulatory commission action of costs relatethe
construction of the injection facilities and HHCnemodity costs, Washington Gas is pursuing remedi&esep its
customers from having to pay more than their appatg share of the costs of the remediation to taairthe safety of the
Washington Gas distribution system.

Request for FERC Action Regarding Cove Point

In November 2005, Washington Gas requested the RBR®@oke its authority to require Dominion to demstrate that
the increased volumes of the Cove Point gas reguitom the expansion would flow safely through Washington Gas
distribution system and would be consistent withplblic interest. Washington Gas specifically estad that the propos
expansion of the Cove Point LNG terminal be denietl Dominion has shown that the Cove Point d@sis of such
quality that it is fully interchangeable with therdestically produced natural gas historically reediby Washington Gas
and(ii) will not cause harm to its customers or to theaistructure of Washington Gas'’s distribution system

On June 16, 2006, the FERC issued an order auithgi@minion’s request to expand the capacity anmgut of its
Cove Point LNG terminal and, thereby, denying Wagtin Gas’s request to require Dominion to demaisthe safety of
the Cove Point gas flowing through the Washingtas @istribution system. Washington Gas, the PS@fKeyspan
Corporation, the Maryland Office of People’s Cour{#D OPC) and other organizations all filed Rededsr Rehearing
with the FERC to seek modification of the FERC'adl6, 2006 order. These requests were all rejéstelde FERC. On
January 26, 2007, Washington Gas filed a noticgpkal with the United States Court of AppealdhierDistrict of
Columbia Circuit (the Court of Appeals). Washingteas requested the Court of Appeals to reverséuhe 16, 2006 FEF
order that authorized the Cove Point expansiomedsas a January 4, 2007 FERC order that denieshligton Gas’s
rehearing request.

On July 18, 2008, the Court of Appeals issued aniop vacating the FERC orders to the extent thgyrave the
expansion. The opinion remanded the case to theCRERddress whether the expansion can go forwéhbu causing
unsafe leakage on Washington Gas Light Companwgtsilgiition system.

Although Washington Gas agrees with the portiothefCourt of Appeals decision that states the FE4€d to addres
adequately the future safety concerns associatiédingreased deliveries of LNG into its system, Wagton Gas does not
agree with all of the findings of the Court of Agf® including conclusions related to the caush@feaks, and on
September 2, 2008 filed a request for rehearin thi¢ Court of Appeals. This request has been deffiize FERC held a
technical conference on August 14, 2008 “to dis¢heshature and progress of remedial measures taldate, as well as
the need and benefit of any other remedial meashatsight be taken by WGL and Dominion Cove PaiNG, LP so tha
WGL'’s system can safely accommodate the increasediats of regasified LNG from Cove Point's LNG témal.”
Washington Gas filed initial Post Technical Confex® Comments on August 19, 2008 and reply PostrieghConference
Comments on August 22, 2008. On October 7, 20@BFERC issued its reauthorization of the expansgfdhe Cove Point
terminal, allowing construction to continue; howegwbde FERC limited the amount of vaporized LNGt timay flow from
the Cove Point terminal into the Columbia Gas Tmaission pipeline and ultimately into the distritmutisystem of
Washington Gas. On November 6, 2008, Washingtonfilealsa Request for Rehearing with the FERC, gitiumerous
factual and legal errors in the October 7, 2008 tre@ization. The reauthorization fails to adeqlyaséeldress future safety
concerns as directed by the Court of Appeals. Aigiothis reauthorization limited the amount of vdged LNG that may
flow from the Cove Point terminal into Washingtoas3 distribution system through the Columbia Gam$mission
pipeline, this limited amount far exceeds any an@fitCove Point gas that has been received by Colui@as
Transmission to date. On January 15, 2009, the FIER@d an order denying Washington Gas’s reqoesehearing and
affirmed its reauthorization of the expansion e @ove Point terminal. On February 13, 2009, WaghimGas filed a
request with the FERC for an emergency stay oéffectiveness of the orders the FERC issued onk@ctp, 2008 and
January 15, 2009. On March 19, 2009, the FERC déffashington Gas’s request for a stay. On Marct2Q39,
Washington Gas filed a Petition for Review in thau@ of Appeals of the FERC’s Order on Remand idsureOctober 7,
2008, and its Order on Rehearing of the Octob20@8 Order, issued January 15, 2009, that estalblialcap on the volur
of LNG that could be delivered to the Columbia Gdsrconnection with the Cove Point pipeline. Thetdber 2008
decision did not fully address the concerns raesatler by the Court of Appeals—that the Cove Peigansion should not
proceed until FERC addressed the safety conceisesdray Washington Gas. On July 20, 2009 the Gufulppeals issued
an Order setting a briefing schedule with finaefsidue on January 27, 2010. The date for oralnaegtihas not been set.
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Washington Gas is committed to maintaining thetgadéits distribution system for its customers amitl continue to
oppose the authorization of the Cove Point expansitil a long-term solution is determined that eadress the safety
issues associated with the expanded flows of vapdriiNG from the Cove Point terminal that flow ithe interstate
pipeline system that also serves Washington Gas.

Additional LNG Supply from the Elba Island Expansio n

On September 20, 2007, the FERC approved the exyaoithe existing Elba Island LNG receiving tenali near
Savannah, Georgia owned by Southern LNG, Inc. (8ontLNG). Concurrent with this approval, the FE@nted
Southern LNG certificate authority to construct aperate a new interstate natural gas pipelineatesport regasified LNG
from the Elba Island facility to Georgia and SoG#wolina. On March 31, 2009, Transcontinental Gps Bine Corporatio
(Transco) filed with FERC for authority to constrand operate interconnections in Georgia and SOatblina between ti
Elba Island pipeline and the Transco pipeline. Exigansion and the requested interconnectionsceeghéo be completed
in 2010, may result in the receipt of gas fromHiiea Island facility into portions of Washington €adistribution system.
The gas from the Elba Island facility is expecteddantain a lower concentration of HHCs than doinely produced
natural gas, and may result in increased leaksashivigton Gas’s distribution system. Washington i€asirrently
evaluating the potential effect of the introductafrElba Island gas into our distribution systemd & evaluating potential
preventative and remedial measures to mitigatepasgible increase in leaks in the effected portafi&/ashington Gas’s
distribution system that may receive Elba Islansl. §f#ashington Gas has filed with FERC to challefigasco’s
interconnection request and has conditioned oyp@tf such interconnection on Transco maintaimmgimum HHC
levels in the blended gas that would be deliven¢adl the Washington Gas system. On September 18, 200 FERC issued
an Order granting Transco’s request for authoidzeatd construct the interconnections between tha Eland facility and
the Transco pipeline. The FERC stated that Wasbim@as had not raised any new evidence to supladmsof damage to
the distribution system and that the Cove Poinergdhad addressed the same issues. FERC alsoifaussiunreasonable
to impose restrictions on a long distance pipeiineaccommodate the Washington Gas system. On Qct8h2009,
Washington Gas filed a rehearing request of the@GBERder with the FERC.

Washington Gas welcomes the opportunity to workiwibminion as well as the shippers who bring LN® ithe Cove
Point terminal and the interstate pipelines théivdegas to Washington Gas in order to achieveiamdement an
appropriate solution to the issue of gas qualifgding its distribution system.

CREDIT RISK
Wholesale Credit Risk

Certain wholesale suppliers that sell natural gasoth Washington Gas and WGEServices either helaéwely low
credit ratings or are not rated by major credingagencies.

Washington Gas enters into transactions with wiadéesounterparties for the purpose of meeting fatepayer
commitments, to optimize the value of its long-terapacity assets, and for hedging natural gas.dostise event of a
supplier’s failure to deliver contracted volumesgak or fulfill its payment obligations, WashingtGas may incur losses
that would typically be passed through to its salestomers under the purchased gas cost adjusineaianisms.
Washington Gas may be at risk for financial losthextent these losses are not passed throutghciastomers. To
manage these various credit risks, Washington @asittredit policy in place that is designed tagaie these credit risks
through a requirement for credit enhancements dtiiety but not limited to, letters of credit, parguiarantees and cash
collateral when deemed necessary. In accordanbethigt policy, Washington Gas has obtained craetisecements from
certain of its counterparties. Additionally, forzn counterparties or their guarantors that rti@stpolicy’s credit
worthiness criteria, Washington Gas grants unsecenedit which is continuously monitored.

For WGEServices, depending on the ability of whalesounterparties to deliver natural gas or algttrunder existing
contracts, WGEServices could be financially expdsedhe difference between the price at which W@&iRes has
contracted to buy these commodities and their cepieent cost from another supplier. To the exteattWiGEServices sells
natural gas to these wholesale counterparties, VeGE®s may be exposed to payment risk if WGESesvis in a net
receivable position. Additionally, WGEServices est@to contracts with third parties to hedge tbsts of natural gas and
electricity. Depending on the ability of the thjpdrties to fulfill their commitments, WGEServicesutd be at risk for
financial loss. WGEServices has an existing cnedlicy that is designed to mitigate credit riskeotigh a requirement for
credit enhancements including, but not limitedétters of credit
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parent guarantees and cash collateral when deeetedsary. In accordance with this policy, WGESewsvitas obtained

credit enhancements from certain of its counteigartf certain counterparties or their guarantoeet the policy’s credit

worthiness criteria, WGEServices grants unsecureditcto those counterparties or their guaranfbing credit worthiness
all counterparties is continuously monitored.

WGEServices is also subject to the credit poliquirements of their counterparties which underatertircumstances
require similar credit enhancements from WGESesvigader these contracts. WGEServices credit risksertend beyond
the price or payment risk outlined above to themeixthat cash collateral has been provided todbeterparty. At
September 30, 2009, WGEServices had provided $88lidn in cash collateral to supplier counterpesti

The following table provides information on our diteexposure, net of collateral, to wholesale cerpurties as of
September 30, 2009 for both Washington Gas and V¢Gic®s, separately.

Credit Exposure to Wholesale Counterparties(In millions )

Exposure Offsetting Number of Net Exposure ¢
Before Credi Credit Collateral  Net Counterparties Counterparties
Rating(@) Collateral(®) Held ©) Exposure Greater Than 10%d) Greater Than 109
Washington Gas
Investment Grad $ 177 % -$ 173 4% 12.1
Non-Investment Grad - - - - -
No External Rating 3.C 0.4 2.€ - -
WGEServices
Investment Grad $ 04% -$ 0.4 1% 0.4
Non-Investment Grad - - - - -
No External Rating 0.4 - 0.4 1

@ Included in“Investment Grade” are counterparties with a minimtandard & Poor’s or Moody'’s Investor Serviceimgtof BBB- or Baa3,
respectively. If a counterparty has provided a gudee by a highe-rated entity (e.g., its parent), the guarar's rating is used in this tabl

®) Includes the net of all open positions on en-related derivatives subject to mark-to-market agtting requirements, the net receivable/payable for
realized transactions and net open positions fort@rts designated as normal purchases and noredaksand not recorded on our balance sheet.
Amounts due from counterparties are offset by liiéds payable to those counterparties to the exteat legally enforceable netting arrangements
in place.

© Represents cash deposits and letters of crediiveddrom counterparties, not adjusted for prob#piof default.

@ Using a percentage of the net expos!

Retail Credit Risk

Washington Gas is exposed to the risk of non-paymieutility bills by certain of its customers. Twanage this
customer credit risk, Washington Gas may requish cieposits from its high risk customers to coampent of their bills
until the requirements for the deposit refundsnaes.

WGEServices is also exposed to the risk of papment of invoiced sales by its retail custom@&f&EServices manag
this risk by evaluating the credit quality of neustomers as well as by monitoring collections frexisting customers. To
the extent necessary, WGEServices can obtain eddldrom, or terminate service to, its existingtammers based on credit
quality criteria.

MARKET RISK

We are exposed to various forms of market riskuidiclg commodity price risk, weather risk and ingénete risk. The
following discussion describes these risks andnaamagement of them.

Price Risk Related to the Regulated Utility Segment

Washington Gas faces price risk associated witiptitehase of natural gas. Washington Gas generltyers the cost
of the natural gas to serve customers through gstsrecovery mechanisms as approved in jurisdiatitariffs; therefore a
change in th



57

REGIE 2.1 Attachment 9 WGL 10-K 2009
Page 98 of 255




REGIE 2.1 Attachment 9 WGL 10-K 2009
Page 99 of 255

WGL Holdings, Inc.
Washington Gas Light Company
Part Il
Item 7. Management’s Discussion and Analysis of
Financial Condition and Results of Operations (rw#d)

price of natural gas generally has no direct effectWVashington Gas’'net income. However, Washington Gas is respa
for following competitive and reasonable practizepurchasing natural gas for its customers.

To manage price risk associated with its naturalsygoply to its firm customers, Washington Ggsactively manages
its gas supply portfolio to balance sales and dejiwbligations{ii) injects natural gas into storage during the summer
months when prices are historically lower, and digtws that gas during the winter heating seasomghiees are
historically higher andiii) enters into hedging contracts and other contraetisqualify as derivative instruments related to
the sale and purchase of natural gas.

Washington Gas has specific regulatory approvéténDistrict of Columbia, Maryland and Virginia tise forward
contracts and, except in Maryland, option contraztsedge against potential price volatility fdiraited portion of its
natural gas purchases for firm customers. Spetiifid&/ashington Gas has approval (9: buy gas in advance using
forward contracts(ii) purchase call options that lock in a maximum prideen Washington Gas is ready to buy gas and
(iii) use a combination of put and call options to liprite exposure within an acceptable range. Regylatoproval for
Virginia is permanent. The regulatory approvalhia District of Columbia is pursuant to a pilot prag, and Washington
Gas will be seeking to continue this program. Tineent Maryland authority stems from March 2009 @sddirecting
Washington Gas to hedge 40% of its summer stoilg®liumes at or below a certain price, but preldd the use of
options. Additionally, pursuant to a three-yeaoprogram that expired in the latter half of 20@8shington Gas had
specific regulatory approval in Maryland and Virgito hedge the cost of natural gas purchaseddeage using financial
transactions in the form of forwards, swaps anéaoptontracts. Washington Gas has filed for theeweal of the program in
Maryland and Virginia. Additionally, pursuant tdtaeeyear pilot program in the District of Columbia, Wiasgton Gas he
the ability to hedge the cost of natural gas forage.

Washington Gas also executes commodity-relatedigddyand financial contracts in the form of forwsrdwaps and
option contracts as part of an asset optimizatiogam that is managed by its internal staff. Thesesactions are
accounted for as derivatives. Under this prograrashihgton Gas realizes value from its long-ternunraigas
transportation and storage capacity resources wbefully being used to serve utility customersgRlatory sharing
mechanisms in all three jurisdictions allow theffyifioom these transactions to be shared betweeghilgton Gas's
customers and shareholders.

The following two tables summarize the changefi@fair value of our net assets (liabilities) assied with the
regulated utility segment’s energy-related derixegiduring the twelve months ended September 3®:20

Regulated Utility Segment
Changes in Fair Value of Energ-Related Derivatives

(In millions)

Net assets (liabilities) at September 30, 2 $(35.€)
Net fair value of contracts entered into during pleeiod 4.5
Other changes in net fair val 12.4
Realized net settlement of derivatiy 24.:

Net assets (liabilities) at September 30, 2 $ 5.6

Regulated Utility Segment
Roll Forward of Energy-Related Derivatives

(In millions)

Net assets (liabilities) at September 30, 2 $(35.€)
Recorded to incom 12.1
Recorded to regulatory assets/liabilit 3.2
Net option premium paymen 1.€
Realized net settlement of derivatiy 24.:

Net assets (liabilities) at September 30, 2 $ 5.6
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The maturity dates of our net assets (liabilitesjociated with the regulated utility segment'sgyeelated derivatives
recorded at fair value at September 30, 2009, isarized in the following table based on the lefehe fair value
calculation under ASC Topic 820:

Regulated Utility Segment
Maturity of Net Assets (Liabilities) Associated wih our Energy-Related Derivatives

Years Ended September :

(In millions) Total 2010 2011 201z 201z 2014 Thereafte
Level 7—Quoted prices in active marke $ - ¢ - $ - & - 8% - 8% - 9% -
Level z—Significant other observable inpt 11.¢ 10.C 0.t - 0.2 0.1 1.1
Level =Significant unobservable inpu (6.3 349 @7 (01 (0.nH (0.9 (0.9
Total net assets (liabilities) associated with exergy-
related derivative $ 56 $6€ $1.2 $0.1 $01 $ - $ 0.2

Refer to Notes 5 and 14 of the Notes to Consol@l&irancial Statements for a further discussioaurfderivative
activities and fair value measurements.

Price Risk Related to the Retail Energy-Marketing S  egment

Our retail energy-marketing subsidiary, WGEServicedls natural gas and electricity to retail costes at both fixed
and indexed prices. WGEServices must manage dailyseasonal demand fluctuations for these produittsits suppliers.
Price risk exists to the extent WGEServices do¢glosely match the timing and volume of naturad gad electricity it
purchases with the related fixed price or indexadscommitments. WGEServices’ risk managementiesliand
procedures are designed to minimize this risk.

Natural Gas. A portion of WGEServices’ annual natural gas sal@umes is subject to variations in customer deima
associated with fluctuations in weather and othetdrs. Purchases of natural gas to fulfill redales commitments are
generally made under fixed-volume contracts baseckatain weather assumptions. If there is sigaificdeviation from
normal weather or other factors which affect cugiposage, this may cause our purchase commitneeditfar
significantly from actual customer usage. To theeekthat WGEServices cannot match its customeriregents and
supply commitments, it may be exposed to commaatige and volume variances, which could negativmiyact expected
gross margins. WGEServices may manage these hisksgh the use of derivative instruments includingncial products
and wholesale supply contracts that provide fourwdtric variability.

Electricity. WGEServices procures electricity supply underti@an structures in which WGEServices assumes the
responsibility of matching its customer requirensemith its supply purchases. WGEServices assentiisdegarious
components of supply, including electric energyrfrearious suppliers, and capacity, ancillary se&awiand transmission
service from the PJM Interconnection, a regiorehidémission organization, to match its customerirements in
accordance with its risk management policy.

To the extent WGEServices has not sufficiently mettits customer requirements with its supply cotmmants, it couls
be exposed to electricity commodity price risk. WE&Evices may manage this risk through the use rfateve
instruments, including financial products.

WGEServices’ electric business is also exposetlitiuations in weather and varying customer usBgechases
generally are made under fixed-price, fixed-volwnatracts that are based on certain weather assumsplf there are
significant deviations in weather or usage fronsthassumptions, WGEServices may incur price anuhvelariances that
could negatively impact expected gross margin(rief the section entitletWeather Risk”for a further discussion of our
management of weather risk).
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The following two tables summarize the changesiafair value of our net assets (liabilities) asstd with the retail
energy-marketing segment’s energy-related derigatfer both natural gas and electricity duringtthelve months ended
September 30, 2009:

Retail Energy-Marketing Segment
Changes in Fair Value of Energ-Related Derivatives

(In millions)

Net assets (liabilities) at September 30, 2 $ (3.9
Net fair value of contracts entered into during pleeiod (18.9)
Other changes in net fair val (22.2)
Realized net settlement of derivati\ 18.4

Net assets (liabilities) at September 30, 2 $(25.5)

Retail Energy-Marketing Segment
Roll Forward of Energy-Related Derivatives

(In millions)

Net assets (liabilities) at September 30, 2 $ (3.9
Recorded to incom (38.9
Recorded to accounts paya(@) (4.4
Recorded to retained earnir®) 1.7
Net option premium paymen 0.t
Realized net settlement of derivati\ 18.4

Net assets (liabilities) at September 30, 2 $(25.5)

@ Represents the amount to be paid for future Rir@Mransmission Rights related to electricity MWGEServices.

® Represents the cumulative effect adjustmenitopiening balance of retained earnings or otherrappgate components of net assets
upon adoption of SFAS No. 157, Fair Value Measents.

The maturity dates of our net assets (liabiliteesjociated with the retail energy-marketing segimemntergy-related
derivatives recorded at fair value at SeptembeRB09, is summarized in the following table basedhe level of the fair
value calculation under ASC Topic 820:

Retail Energy Marketing Segment
Maturity of Net Assets (Liabilities) Associated wih our Energy-Related Derivatives

Years Ended September :

(In millions) Total 2010 2011 201z 201: 2014 Thereafte
Level 7—Quoted prices in active marke $ - ¢ - $- 8- % - % - 3 -
Level Z—Significant other observable inpt (4.2 (2.5 (0.3 (0.5) (0.8 (0.1 -
Level =—Significant unobservable inpu (21.9) 82 (9.0 (3.6 (0.5 - -
Total net assets (liabilities) associated with our
energ-related derivative $(25.5 $(10.9) $09.3 $4.1) $(13 9$0.1) 3% -

Refer to Notes 5 and 14 of the Notes to Consoldl&teancial Statements for further discussion afdrrivative
activities and fair value measurements.

Value-at-Risk. WGEServices measures the market risk of its gnewgimodity portfolio by determining its
value-at-risk. Value-at-risis an estimate of the maximum loss that can beat&gdeat some level of probability if a portfo
is held for a given time period. The value-at-rsiculation for natural gas and electric portfolioslude assumptions for
normal weather, new customers and renewing cusgfaewhich supply commitments have been securaded on a 95%
confidence interval for a one-day
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holding period, WGEServices’ value-at-risk at Septer 30, 2009 was approximately $27,000 and $51j@éldxed to its
natural gas and electric portfolios, respectively.

Weather Risk

We are exposed to various forms of weather ridoitn our regulated utility and unregulated busireeggments. For
Washington Gas, a large portion of its revenueslisme driven and its current rates are based apassumption of
normal weather, however, billing adjustment mectiasi described below address variations from thsisraption. Without
weather protection strategies, variations from rednweather will cause our earnings to increasesorehse depending on
the weather pattern. Washington Gas currently hvasather protection strategy that is designed tdrakze the estimated
financial effects of weather on its net incomegdssussed below.

The financial results of our non-regulated energrkating business, WGEServices, are also affegtagbations from
normal weather primarily in the winter relatingit® natural gas sales, and throughout the fiscat yeating to its electricity
sales. WGEServices manages these weather risksamitting other things, weather derivatives.

Billing Adjustment Mechanisms. In Maryland, Washington Gas has a RNA billing fmetism that is designed to
stabilize the level of net revenues collected fidaryland customers by eliminating the effect of idéwns in customer
usage caused by variations in weather from noreval$ and other factors such as conservation. dginia, Washington
Gas has a WNA mechanism which is a hilling adjustinneechanism that is designed to eliminate thecefi€variations in
weather from normal levels on utility net revenues.

For both the RNA and the WNA mechanisms, periodsotder-than-normal weather generally would causeshihgton
Gas to record a reduction to its revenues and lestabrefund liability to customers, while the aggie would generally
result during periods of warmer-than-normal weathkwever, factors such as volatile weather pastamd customer
conservation may cause the RNA to function convgtsecause it adjusts billed revenues to providesigned level of net
revenue per meter.

Weather Derivatives. On October 1, 2008, Washington Gas executed th¥2 derivative contracts to manage its
exposure to variations from normal weather in th&rizt of Columbia. Washington Gas purchased arbHiDt option to
protect against net revenue shortfalls due to wethen-normal weather during fiscal year 2009. Tieai the cost of this
warm weather protection, Washington Gas sold cadther benefits in the form of two HDD call optiofitie net pre-tax
premium cost of these transactions was $250,000fpks of $44,000.

As a result of the colder-than-normedather during the fiscal year ended Septembe2@19, Washington Gas receiv
no warm-weather benefit from this strategy and jpaitd$3.0 million on the cold weather benefits sdldrough
September 30, 2009, the Company has recognizegt@mptoss from its weather derivatives of $3.3ioml. This loss was
offset by higher net revenues caused by the cdlder-normal weather.

On September 21, 2009, Washington Gas executedandérivative contract to manage its exposure t@atians from
normal weather in the District of Columbia durinigchl year 2010. Under this contract, Washingtos @achased
protection against net revenue shortfalls due tonga-than-normal weather and sold cold weatherfiten&his derivative
contract resulted in a payment to Washington G&2df million.

WGEServices utilizes HDD derivatives from time itné to manage weather risks related to its nagaalsales.
WGEServices also utilizes cooling degree day (CB&jvatives to manage weather risks related teléstricity sales
during the summer cooling season. These derivativesr a portion of WGEServices’ estimated revemuenergy-related
cost exposure to variations in HDDs or CDDs. Ra&jdXote 5 of the Notes to Consolidated Financiat&hents for a
further discussion of the accounting for these hefatelated instruments.

Interest-Rate Risk

We are exposed to interest-rate risk associatddouit short-term and long-term financing. Managenoéthis risk is
discussed below.

Short-Term Debt. At September 30, 2009 and 2008, WGL Holdingsigdubsidiaries had outstanding notes payable
of $183.8 million and $271.0 million, respectiveRhe carrying amount of our short-term debt appr@tes fair value. In
fiscal year
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2009, a change of 100 basis points in the undeylgirerage interest rate for our shimm debt would have caused a che
in interest expense of approximately $1.8 million.

Long-Term Debt. At September 30, 2009, we had fixed-rate MTNs @heér long-term debt aggregating
$561.8 million in principal amount, excluding curtenaturities and unamortized discounts, and haaifagr value of
$627.8 million. Fair value is defined as the présetue of the debt securities’ future cash flowscdunted at interest rates
that reflect market conditions as of Septembe2B09. While these are fixed-rate instruments amelefore, do not expose
us to the risk of earnings loss due to changesairket interest rates, they are subject to changtsrivalue as market
interest rates change. None of Washington Gas&anding MTNs, excluding current maturities, hamexpired put
options. None of Washington Gas’s outstanding MTexsJuding current maturities, have unexpired options. In
addition, a total of $421.5 million, or approximigt@&4.5%, of Washington Gas’s outstanding MTNSs,leding current
maturities, have make-whole call options, and remeiated put options.

Using sensitivity analyses to measure this maikktexposure, we estimate that the fair value oflong-term debt
would increase by approximately $24.0 million ocdmse by approximately $22.4 million if interestiess were to decline
increase by 10%, or 41 basis points, respectiviyn current market levels. In general, such angase or decrease in fair
value would impact earnings and cash flows onlW/#shington Gas were to reacquire all or a portiih@se instruments
the open market prior to their maturity.

Derivative Instruments. Washington Gas utilizes derivative instrumentgritime to time in order to minimize its
exposure to the risk of interest-rate volatilityn Quly 6, 2009, Washington Gas entered into tHeviahg three interest-rate
derivative transactions to mitigate a substantatipn of the risk of rising interest rates asstamawith future debt
issuances(i) a Treasury lock that expired August 11, 2009 atia gf $311,000 (pre-tax), locking in a 3.59% Tregs
yield on $50 million of te-year debt that was issued on November 2, 2008r(tefLiquidity and Capital Resourcesih
Management’s Discussion(ji) a forward starting swap that expires April 6, 2@Hh@l locks in a 4.10% cost for the
combined Treasury and LIBOR exposure on $4 milibten-year debt an(i) a forward starting swap that expires
June 21, 2010 and locks in a 4.19% cost for thebooed Treasury and LIBOR exposure on $20 millionesfyear debt.
The expiration of each unexpired interest-ratevééitie is timed to coincide with expected issuapiceew debt securities
whose proceeds will refund maturing medium-terneaofhere was no activity associated with thesestyp derivatives in
fiscal year 2008.
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WASHINGTON GAS LIGHT COMPANY

This section of Management'’s Discussion focuseg/ashington Gas for the reported periods. In masgsa
explanations and disclosures for both WGL Holdiagd Washington Gas are substantially the same.

RESULTS OF OPERATIONS

The results of operations for the regulated utdiggment and Washington Gas are substantiallyatine;stherefore, this
section primarily focuses on statistical informatand other information that is not discussed er#sults of operations for
the regulated utility segment. Refer to the sectintitied“Results of Operations—Regulated Utilityri Management'’s
Discussion for WGL Holdings for a detailed discossof the results of operations for the regulati@dyusegment.

Washington Gas’s net income applicable to its comstock was $105.3 million, $112.9 million and $Bfnillion for
the fiscal years ended September 30, 2009, 2002@0id respectively. Net income for fiscal year 20fecreased
$7.6 million over fiscal year 2008, reflecting thefavorable effects of changes in natural gas aopsion patterns that
benefited 2008 net revenues and a scheduled irchedise level of recurring service costs relatedur business process
outsourcing, partially offset by additional neteewues attributable to customer growth and lowerleyee benefit expense.
Net income for fiscal year 2008, increased $23.Iianiover fiscal year 2007 primarily reflectingweates in al
jurisdictions as well as earnings from our new aspémization strategy, partially offset by higlegreration ani
maintenance expenses. Key gas delivery, weathematel statistics are shown in the table belowferfiscal years endir
September 30, 2009, 2008 and 2007.

Gas Deliveries, Weather and Meter Statistic

Increase
Years Ended September : (decrease
2009 2008
2009 2008 2007 vs. 200¢ vs. 200°
Gas Sales and Deliverieémillions of therms
Firm
Gas sold and delivere 893.( 826.¢ 852.7 66.1 (25.¢)
Gas delivered for othe 462.1 434.C 433. 28.1 0.6
Total firm 1,355.: 1,260.¢ 1,286.: 94.2 (25.2)
Interruptible
Gas sold and delivere 3.4 6.5 5.3 3.0 1.2
Gas delivered for othe 273.¢ 256.7 267.: 17.1 (10.€)
Total interruptible 277.2 263.2 272.¢ 14.C (9.9
Electric generatic—delivered for other 102.¢ 92.1 111.¢ 10.7 (19.§)
Total deliveries 1,735.. 1,616.: 1,670.¢ 118.¢ (54.4)
Degree Days
Actual 4,211 3,45¢ 3,95¢ 752 (497)
Normal 3,77 3,78¢ 3,81¢ (15) (27)
Percent colder (warmer) than norr 11.€% (8.7% 3.7% n/a n/e
Average active customer meter 1,065,57. 1,055,391 1,045,70! 10,177 9,681
New customer meters added 11,01 12,96: 19,37: (1,957 (6,41))

Gas Service to Firm Customers

The volume of gas delivered to firm customers ghhj sensitive to weather variability as a largetipo of the natural
gas delivered by Washington Gas is used for spaagrny. Washington Gas’s rates are based on ampsisu of normal
weather. The tariffs in the Maryland and Virginiaigdictions include provisions that consider tffects of the RNA and
WNA mechanisms, respectively, which are designedrtwong other things, eliminate the effect in e&enues of variatior
in weather from normal
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levels (refer to the section entitléd/eather Risk”for a further discussion of these mechanisms anerateather-related
instruments included in our weather protectiontsgg). In addition to these mechanisms, the contisinaf declining
block rates in the Maryland and Virginia jurisdaris and the existence of a fixed demand chargai jurisdictions to
collect a portion of revenues reduce the effedtthaations from normal weather have on net reesnu

Fiscal Year 2009 vs. Fiscal Year 2008uring the fiscal year ended September 30, 2228l gas deliveries to firm
customers were 1.355 billion therms, an increagd million therms, or 7.5%, in deliveries froredal year 2008. This
comparison in natural gas deliveries to firm custsprimarily reflects colder weather in the cutifistal year than the
prior year as well as an increase in average actistomer meters of 10,177.

In relation to normal weather patterns, weathefifmal year 2009 was 11.6% colder than normatcaspared to 8.7%
warmer than normal for fiscal year 2008. Washindg@s's overall weather protection strategy in 2i308esigned to
neutralize the variations from normal weather omiegs; therefore, the effects of weather weregimiicant for the fiscal
year ended September 30, 20

Many customers choose to buy the natural gas corityrfodm unregulated third party marketers, ratthem purchase
the natural gas commodity and delivery service filiashington Gas on a “bundled” basis. Natural gdisered to firm
customers but purchased from unregulated third/pagrketers represented 34.1% of total firm thededs/ered during
fiscal year 2009, compared to 34.4% and 33.7%aexhtis delivered during fiscal years 2008 and 2085pectively. On a
per unit basis, Washington Gas earns the sameweues from delivering gas for others as it efrom bundled gas sales
in which customers purchase both the natural gasvamdity and the associated delivery service fronshifegton Gas.
Therefore, Washington Gas does not experienceaasyith utility net revenues when customers chongeitchase the
natural gas commodity from an unregulated thirdypararketer.

Fiscal Year 2008 vs. Fiscal Year 200uring the fiscal year ended September 30, 2@28| gas deliveries to firm
customers were 1.261 billion therms, a decreags.@f million therms, or 2.0%, in deliveries frorsdal year 2007. This
comparison in natural gas deliveries to firm custosyprimarily reflects warmer weather in the cutffestal year than the
prior year partially offset by an increase in ageractive customer meters of 9,687, well as therble effects of changes
in natural gas consumption patterns due to shiftgdather patterns and non-weather related factors.

In relation to normal weather patterns, weathefifmal year 2008 was 8.7% warmer than normalpaspared to 3.7%
colder than normal for fiscal year 2007. Washing&as's overall weather protection strategy in 2808 2007 was
designed to neutralize the estimated negative fiaheffects of warmer-than-normal weather on eaysj therefore, there
were no estimated effects on net income from theneethan-normal weather in the fiscal year endept&nber 30, 2008.
Including the effects of our weather protectioratggies, the colder-than-normal weather in fisealr2007 enhanced net
income by an estimated $5.4 million (pre-tax).

Natural gas delivered to firm customers but puretddsom unregulated third party marketers represbB4%.4% of total
firm therms delivered during fiscal year 2008, camgal to 33.7% and 33.3% of therms delivered duisoal years 2007
and 2006, respectively. On a per unit basis, WagbmGas earns the same net revenues from delivgas for others as it
earns from bundled gas sales in which customeishpsae both the natural gas commodity and the agsdailelivery
service from Washington Gas. Therefore, Washin@aa does not experience any loss in utility ne¢meres when
customers choose to purchase the natural gas coityrfrodn an unregulated third party marketer.

Gas Service to Interruptible Customers

Washington Gas must curtail or interrupt servicéhte class of customer when the demand by firntocoers exceeds
specified levels. Therm deliveries to interruptiblestomers increased by 14.0 million therms, o¥.® fiscal year 2009
compared to fiscal year 2008, reflecting increademiand due to colder weather. Therm deliveriestarriuptible customel
decreased by 9.4 million therms, or 3.4%, in figesr 2008 compared to fiscal year 2007, reflectiegreased demand due
to warmer weather.

In the District of Columbia, the effect on net ino® of any changes in delivered volumes and prizést¢rruptible
customers is limited by margin-sharing arrangemghrdsare included in Washington Gas's rate desigtise District of
Columbia. In the District of Columbia, Washingtoassshares a majority of the margins earned ornringtible gas sales
and deliveries with firm customers. A portion oétfixed costs for servicing interruptible customiersollected through the
firm customers’ rate design. Rates for interrugtiblistomers in Maryland and Virginia are based traditional cost of
service approach. In Virginia, Washington Gas retaill revenues above a pre-approved margin thickéacel. In
Maryland, Washington Gas retains a defined amobrev@nues based on a set threshold.
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Gas Service for Electric Generation

Washington Gas delivers natural gas for use att@ctric generation facilities in Maryland that aach owned by
companies independent of WGL Holdings. During fisear 2009, deliveries to these customers incok&&e6% from
fiscal year 2008. During fiscal year 2008, deliesrto these customers decreased 17.7% from fisaal2007. Washington
Gas shares with firm customers a significant majaf the margins earned from natural gas deligetiethese customers.
Therefore, changes in the volume of interruptitds deliveries to these customers do not mater#figct either net
revenues or net income.

Cost of Gas

Washington Gas’s cost of natural gas sold to custenmcludes both fixed and variable componentsshiviggton Gas
pays fixed costs or “demand charges” to pipelinmganies for system capacity needed to transporstmd natural gas.
Washington Gas pays variable costs, or the casteohatural gas commodity itself, to natural gasipcers and suppliers.
Variations in the utilitys cost of gas expense result from changes in d¢es walumes, the price of the gas purchased ar
level of gas costs collected through the operatiditm gas cost recovery mechanisms. Under thegelated recovery
mechanisms, Washington Gas records cost of gansemual to the cost of gas recovered from custara included in
revenues. The difference between the firm gas d¢ostsred and the gas costs recovered from custwineeferred on the
balance sheet as an amount to be collected fraefumded to customers in future periods. Therefio@eases or decreases
in the cost of gas associated with sales madenodiistomers have no direct effect on Washingtosis3zet revenues and
net income. Changes in the cost of gas can cags#isint variations in Washington Gas’s cash pdedi by or used in
operating activities. Washington Gas receives foorpays to its customers in the District of Coluanbind Virginia,
carrying costs associated with under-collectedver-@ollected gas costs recovered from its custemsing short-term
interest rates. Additionally, included in “Utiligost of gas” for Washington Gas are the net margéssciated with our
internal asset optimization program. To the exteese amounts are shared with customers in Virginéathe District of
Columbia, they are a reduction to the cost of gasiced to customers. Amounts shared with Maryleustomers are
recorded in operating revenues. Refer to the seetiitied“Market Risk—Regulated Utility Segmerftr a further
discussion of Washington Gas’s optimization program

The commodity cost of gas invoiced to Washingtos (&xcluding the cost and related volumes applictdbhsset
optimization) were $0.79, $0.89 and $0.85 per thiennfiscal years 2009, 2008 and 2007, respectivEie lower gas costs
in fiscal year 2009 reflect an overall decreaseatural gas price in the wholesale market. Thedrigfas costs in fiscal year
2008 reflect a slight increase in the price valgtih the wholesale market. The lower gas codisical year 2007 reflects
decreased price volatility. Increased gas costergdélg will result in higher short-term debt levelsd greater short-term
interest costs to finance higher accounts recedgadhd storage gas inventory balances, as wadkatt in higher
uncollectible accounts expenses.

Revenue Taxes

Revenue taxes are comprised of gross receipts, tB%8€3 fees, franchise fees and energy taxes. Chamgevenue taxe
are impacted by changes in the volume of gas salddalivered. The increase in revenue taxes of ®lbn in fiscal year
2009 compared to the prior year was mostly attablet to an increase in therm deliveries in Montggn@ounty and the
District of Columbia in fiscal year 2009 over theop year coupled with higher residential and conuia fuel tax rates th:
went into effect during the latter half of 2008 .Meaue taxes were relatively unchanged when compéisnal year 2008
and 2007. Revenue taxes are recorded to “Genews tnd other assessments” in the Statementsahinc

LIQUIDITY AND CAPITAL RESOURCES

Liquidity and capital resources for Washington @sssubstantially the same as the liquidity andtakgesources
discussion included in the Managemsriiscussion of WGL Holdings (except for certagmis and transactions that per
to WGL Holdings and its unregulated subsidiari@$)pse explanations are incorporated by referertoetliis discussion.

RATES AND REGULATORY MATTERS

Washington Gas determines its request to modifgtiej rates based on the level of net investmeplant and
equipment, operating expenses and the need tagash and reasonable return on invested capital.
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The following table summarizes major rate applmadi and results.

Summary of Major Rate Increase Applications and Reslts

Test Yeal
Applicatior Effective 12 Month:  Increase in Annuz Allowed

Jurisdiction Filed Date Ended Revenues (Millions Rate of Retun

Requeste  Granted Overal Equity
District of Columbis® 12/21/0¢ 12/31/0° 06/30/0¢ $20.C 7.7%$ 1.4 0.5%  8.12% 10.0(%
District of Columbia® 02/07/0% 11/24/0: 09/30/0: 18.€ 9.7% 5.4 2.&%  8.42% 10.6(%
District of Columbia 06/19/0. 04/09/0: 12/31/0C 16.2 6.8% (5.4 2.29% 8.82% 10.6(%
Maryland 04/20/0° 11/27/0°7 12/31/0¢ 33.¢ 5.8% 20.¢ 3.€% 8.2(% 10.00%
Maryland 03/31/0% 11/06/0: 12/31/0: 27.z 6.8% 2S¢ 0.7%  8.61% 10.75%
Maryland(©) 03/28/0: 09/30/0: 12/31/0: 31.4 9.3% 9.2 2.&% - -
Virginia @ 09/15/0¢ 02/13/07 12/31/0t 17.2 2.7% 3.¢ 0.€% 8.41% 10.0%
Virginia © 01/27/0« 10/04/0: 06/30/0: 19.€ 4.7% - - 8.44% 10.5%
Virginia ® 06/14/0: 11/12/0: 12/31/0. 23.¢ 6.6% 9. 2.7% 8.4%% 10.5(%

@ The final order includes (i) a rate case filing ratorium until January 1, 2011. Any new rates matgwinto effect prior to October 1, 2011; (ii) a
reduction in depreciation rates for all fixed assand (iii) amortization accounting, over a tgear period, for initial implementation costs alidie tc
the District of Columbia related to our BPO ple

®  The revenue increase includes a reduction for ffeceof a $6.5 million lower level of pension asttler post-retirement benefit costs that had been
previously deferred on the balance sheet of WashinGas as a regulatory liability. This deferral efanism ensures that the variation in th
annual costs, when compared to the levels colletted customers, does not affect net income. Axditly, the $5.4 million annual revenue increase
includes an $800,000 per year increase in certajpemses that are also subject to the regulatorgrdalf mechanism treatment. Accordingly, the total
annual effect of the Final Order on Washington 's pre-tax income results in an annual increase of $11illiam.

© Application was settled without stipulating theurgt on common equit

(@) New depreciation rates were effective January D620 he new base rates went into effect subjeftmd on February 13, 2007. Stipulati
agreement settling the case was approved Septet®h@007. The approved Stipulation includes, anathgr rate design mechanisms, a PBR plan
which includes: (i) a four-year delivery serviceseaate freeze; (ii) an earnings sharing mechartisat enables Washington Gas to share with
shareholders and Virginia customers the earnings #xceed a target of 10.5% return on equity aiijdr@covery of initial implementation costs
associated with achieving Washington 's business processing outsourcing initiatiy

(® Rates went into effect, subject to refund, on Fatyr@6, 2004 under an expedited rate applicatiosittfe result of the approval of a Stipulation t
resolved all issues related to this expedited catge, Washington Gas adjusted its billing ratesmemcing October 4, 2004 to reflect the level of
annual revenues as determined in the previous Fdrder issued on December 18, 2003 and noted ibekw.

)  New depreciation rates effective January 1, 2008vase rates went into effect subject to refundl@vember 12, 2002. Final Order released
December 18, 200:

The following is a discussion of significant curreagulatory matters in each of Washington Gagisdlictions.

District of Columbia Jurisdiction

Recovery of HHC Costs.On May 1, 2006, Washington Gas filed two targphcations with the PSC of DC requesting
approval of proposed revisions to the balancinggdarovisions of its firm and interruptible deliyeservice tariffs that
would permit the utility to recover from its deliyeservice customers the costs of HHCs that aneghieiected into
Washington Gas’s natural gas distribution systetnetat vaporized liquefied natural gas from the Doam Cove Point
Facility. (refer to the section entitlé@perating Issues Related to Cove Point Natural Gapply”in Management’s
Discussion). Washington Gas had been recoveringdbis of HHCs from sales customers in the Distrfic@olumbia
through its Purchased Gas Charge (PGC) provisitiisrjurisdiction. On October 2, 2006, the PS®@f issued an order
rejecting Washington Gas’s proposed tariff revisiontil the PSC of MD issued a final order relatethis matter. On
October 12, 2006, Washington Gas filed a MotionGtarification requesting that the PSC of DC affittmat Washington
Gas can continue collecting HHC costs from salasoeners through its PGC provision or to record SdEIC costs
incurred as a regulatory asset pending a rulintheyPSC of DC on future cost recovery. On May TD72 the PSC of DC
directed Washington Gas to cease prospective regof¢he cost of HHCs through the PGC provisioithviuture HHC
costs to be recorded as a “pending” regulatoryta€seNovember 16, 2007 the PSC of MD issued al Ender in the
relevant case supporting full recovery of the HHGts in Maryland. On March 25, 2008, the PSC ofi€¥Ded an order
stating that the consideration of Washington GBI strategy will move forward and directed intéeelsparties to submit
filings reflecting a proposed procedural scheddle.June 6, 2008, Washington Gas and the DC OP€dijeint response
to the order proposing a procedural schedule distl @f issues for consideration in the case. TBE Bf DC adopted the
proposed issues list and approved a proceduratistheNashington Gas and other parties subsequi@atlcomments,
conducted discovery and the parties filed reply m@mts. On April 30, 2009, the PSC of DC ruled thate were
unresolved issues and directed that they shoulitideessed in evidentiary hearings. The
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PSC of DC issued an order establishing a procedaleddule to address these unresolved issues aasiee Initial testimor
was filed May 29, 2009, and rebuttal testimony f¥ilasl on July 24, 2009.

On October 2, 2009, the Company and DC OPC filédirt Motion for Approval of Unanimous Agreement of
Stipulation and Full Settlement with the PSC of (Bipulation). The parties to the Stipulation agréeat hexane
commodity costs incurred by the Company to condiliquefied natural gas received in the Compang®iral gas system
are recoverable expenses and that the Companthisreaed to achieve full cost recovery from saled delivery service
customers of hexane commodity costs incurred poi&@eptember 30, 2009. Additionally, the Stipulatio

(i) approves the recovery of hexane commaodity costgiiad after September 30, 2009 from sales andatgliv
service customers, subject to review as a compafdahe Compar’s cost of gas

(i) establishes the implementation of a coupling repteent and encapsulation program (program), wheinein
Company will replace or encapsulate a portion®friechanically coupled pipe in the District of Guohia.
The program is expected to conclude in approxirgegeVven years with total spending not to exceed
$28 million;

(i) provides for the cost of the program to be recayéieough an annual surcharge based on actual dixpess
for coupling replacement and encapsulation thdtheitome effective at the end of the existing base freez
(October 1, 2011). The cost will include both airetof and return on the cost of coupling replacenaad
encapsulation, computed in accordance with theg@fthe rates currently in effect a

(iv) establishes periodic reporting on the level of Inexiajected at each of the Company’s hexane feslivith
the associated commaodity costs, and continuedyfdineal-related information with the PSC of D

On October 16, 2009, the PSC of DC published addaif Public Interest Hearing, held on OctoberZt®)9. Although
there is no established time frame, the Compangasghe PSC of DC to issue a decision on the [&tipa during the first
quarter of fiscal year 2010.

As of September 30, 2009 Washington Gas has imteumulative total HHC costs of $1.8 million reldt® the Distric
of Columbia of which approximately $0.5 million hlasen recovered, $0.7 million has been chargegperese and
$0.6 million has been deferred as a regulatorytassgect to the outcome of the most recent PSB®brder. Should the
PSC of DC approve the Stipulation, the $0.7 millidrinexane costs previously charged to expensedimireversed to
income.

Maryland Jurisdiction

Order on Previously Disallowed Purchased Gas ChageéEach year, the PSC of MD reviews the annual gatsc
collected from customers in Maryland to determin&/ashington Gas’s purchased gas costs are redsoabMarch 14,
2006, in connection with the PSC of MD’s annualieevof Washington Gas’s gas costs that were bitleclistomers in
Maryland from September 2003 through August 2004earing Examiner of the PSC of MD issued a progasder
approving purchased gas charges of Washington @dke twelvemonth period ended August 2004 except for $4.6oni
(pre-tax) of such charges that the Hearing Exanmeesmmended be disallowed because, in the opofitime Hearing
Examiner, they were not reasonably incurred. Assalt, during the fiscal year ended September @06 2Washington Gas
accrued a liability of $4.6 million (pre-tax) redat to the proposed disallowance of these purchgaggdharges. Washington
Gas filed appeals with the PSC of MD asserting tih@tHearing Examiner’s recommendation was withoetit. On
February 5, 2009, the PSC of MD issued an Ordergtaanted the appeal and reversed the findingseoHearing Examine
Accordingly, the gas costs at issue were deemexveeable from rate payers. The PSC of MD’s Orderctaded that the
responsibility for recovery of these costs showddabsigned to the specific group of customers &gsoowith unbundled
firm delivery service, directing Washington Gabtlh such costs to those customers over a 24-mpeattod and to provide
credit to firm bundled sales customers over theespatiod. As a result of this Order, the liabiligcorded in fiscal year
2006 for this issue was reversed in the quartee@ftecember 31, 2008, and Washington Gas recondede of
$4.6 million (pre-tax) to “Operating revenues-yilt On February 25, 2009, Washington Gas fileccampliance plan with
the PSC of MD which outlined the plan for returnthgse funds to its firm sales customers, as vgatiodlecting funds from
firm delivery service customers beginning with Wagiton Gas’s May 2009 billing cycle and ending witthApril 2011
billing cycle. On April 29, 2009, the PSC of MD apped the Company’s plan.

Investigation of Asset Management and Gas Purch&sactices. On July 24, 2008, the Office of Staff Counsettuf
PSC of MD submitted a petition to the PSC of MEestablish an investigation into Washington Gast&eamanagement
program as well as into the cost recovery of is garchases. On September 4, 2008, the PSC of 8Miedsa letter order
docketing a new proceeding
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to consider the issues raised in the petition filgdhe Office of Staff Counsel. In accordance wfite procedural schedule,
Washington Gas filed direct testimony on NovemibirZD08; direct testimony by intervening partiesviked on

February 4, 2009, and Washington Gas’s rebuttéihtesy was filed March 11, 2009. A public hearingsaheld on

March 19, 2009. Initial briefs were filed by Wastjion Gas and other parties on June 25, 2009. Rejafs were filed on
August 3, 2009.

On November 2, 2009, the Chief Hearing ExaminghefPSC of MD issued a Proposed Order of Hearirartixer
(POHE) which supports Washington Gas’s move toagfiimization of its gas assets, concluding thae“eévidence on the
record in this case is overwhelming that the Comgisatiecision to transition to self-management Inafct been prudent
and resulted in substantial rate benefits...” TO#E also approves the Company’s proposal for thaeistp of margins from
asset optimization between the Company and custobased on a graduated, tiered approach. The P@eltfstthe
Company to pass credits to customers through th@ prGvision.

The POHE approves the Company’s current methoddlmggricing storage injections. However, the POst&es that
the parties will have 60 days from the date ohalfbrder in the case to suggest any alternativéngrmethods. The POHE
also directs the Company to consult with the ofigties to develop greater transparency and sepacabunting or
tracking of asset optimization activities and toypde a proposal or report within 60 days afteinalforder is issued.

The POHE directs the Company to include languagis itariff that would prevent losses from assetrojzation
activity over a full year from being passed onatepayers, but recognizes that timing differeneescoounting adjustmen
which may appear as a loss in a particular mongy, accur.

The POHE will become a final order of the Commissim December 3, 2009, if not appealed by any farty
December 2, 2009. The Company will have an oppéyttio respond to any appeals.

Investigation Into Operating Issues Related to Cd®eint Natural Gas Supply. On February 2, 2009, the PSC of MD
issued an order reopening the evidentiary procgsdima previously established case for the purpbsevestigating and
considering revised solutions to the gas distrdousystem leak problems (refer to the sectionledtfiOperating Issues
Related to Cove Point Natural Gas Supply” ). A técal conference was held on May 22, 2009, inteckparties are
currently engaged in discovery and status repgrthid parties were filed with the Hearing ExamiaerJuly 23, 2009,
September 18, 2009 and November 5, 2009.

Review of the Company’s 2009-2013 Gas PortfoliorPlaOn March 19, 2009, the PSC of MD issued a |ettder
docketing a review of the Company’s 2009—2013 Garfélio Plan and specifically noting the Companglans to build
an on-system peaking facility on the grounds ofdeeommissioned Chillum gas storage holders inl@hijlMaryland. The
Commission noted that the proposed Chillum peafddity is “... controversial, primarily becauséits location...” Refer
to the section entitletChillum LNG Facility” for a further discussion of this issue. A pre-hegu¢onference was held on
April 15, 2009, at which time interventions wereugted and a procedural schedule was establishedprbleedural schedt
has been suspended pending the resolution of nsatiocompel discovery. Oral arguments on the disgomnotions to
compel were held on August 13, 2009. The Hearingnkirer issued rulings on the motions to compel agust 18, 2009.
An additional motion to compel discovery, a mottorenforce ordered discovery and a motion to cadatd review of the
Company’s next Gas Portfolio Plan with the cur@mtket have been filed in the proceeding. A heamimghe motions to
compel and to enforce ordered discovery was hel@anber 27, 2009. The Commission considered thgomo
consolidate review of the Company’s next Gas Photfelan with the current docket. Washington Gédfits response on
November 5, 2009 and the Maryland Office of Pe’'s Counsel (MD OPC) filed its response on Novenit&r2009. We
are currently awaiting orders from the PSC of MD.

Virginia Jurisdiction

Application for Conservation and Ratemaking Effigiey Plan. On September 29, 2009, Washington Gas filed with
the SCC of VA an application which includes a palitf of conservation and energy efficiency prograamd a decoupling
mechanism which will adjust weather normalized gas-distribution revenues for the impact of conston or energy
efficiency efforts. An evidentiary hearing in theopeeding is scheduled for February 1, 2010. Th€ 8CVA has six
months from the date of the filing to issue an orde
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Performance-Based Rate Plans

In recent rate case proceedings in all jurisdictjdfashington Gas requested permission to implePBRt plans that
include performance measures for customer servideaa ESM that enables Washington Gas to sharesiitteholders ar
customers the earnings that exceed a target ragtush on equity.

Effective October 1, 2007, the SCC of VA approveel implementation of a PBR plan through the accegtaf a
settlement stipulation, which includ€g: a four-year base rate freefi} service quality measures to be determined in
conjunction with the Staff of the SCC of VA and oeied quarterly for maintaining a safe and reliatdéural gas
distribution system while striving to control opting costs{iii) recovery of initial implementation costs associatith
achieving Washington Gas’s BPO initiatives overfthe-year period of the PBR plan afid an ESM that enables
Washington Gas to share with shareholders andni@giustomers the earnings that exceed a tardel. 6% return on
equity. The calculation of the ESM excludes $2.4iom of asset management revenues that are befogded to custome
as part of a new margin sharing agreement in MViagin

On May 4, 2009, the Staff of the SCC of VA issue@port, commenting on the amount of the ESM ligbthat had
been reported for the fiscal year ending Septer@®e2008. Washington Gas filed its response t&tadf report on
June 18, 2009. On July 17, 2009, Washington Gagren8taff of the SCC of VA filed a Joint Motion Approve
Stipulation and Close Proceeding with the SCC ofwitfereby the Staff of the SCC of VA and WashingBas agreed
upon the appropriate refund to ratepayers undeE8M. The overall difference between the Staff paisiand the Compat
position was not material to the financial stateta@f Washington Gas. On July 24, 2009, the SCZAfranted the Joint
Motion and accepted the Stipulation submitted byskifegton Gas and the Staff of the SCC of VA irFitsal Order
approving the ESM liability.

On an interim basis, the Company records the effeicthe ESM based on year-to-date earnings itioalto estimated
annual earnings as calculated for regulatory pwpost September 30, 2009, Washington Gas had ettereustomer
liability of $3.3 million for estimated sharing uexdthe Virginia ESM related to fiscal year 2008akricordance with the
provisions of its VA tariff, the Company began dtex) customers’ bills in April 2009 for the fiscgéar 2008 ESM
liability. The credits will continue through Marc10.

On November 16, 2007, the PSC of MD issued a Fdmeeér in a rate case, which established a phas@teaeeding to
review Washington Gas’s request to implement a BBR and issues raised by the parties associatadMashington
Gas’s BPO agreement. On September 4, 2008, a Rrd@rsler of Hearing Examiner was issued in thispao
proceeding. Consistent with Washington Gas’s ctir@enounting methodology, the Proposed Order agglov
10-year amortization accounting for initial implem&tion costs related to Washington Gas’s BPO ghaiseptember 30,
2009 and 2008, we had recorded a regulatory aE$&t4 million and $6.8 million, respectively, reftamortization, related
to initial implementation costs allocable to Mamydbassociated with our BPO plan. Washington Gagdication seeking
approval of a PBR plan was denied. Additionally, Broposed Ord€i) directs Washington Gas to obtain an independent
management audit related to issues raised in theeptwo proceeding arfil) directs the initiation of a collaboration
process in which Washington Gas is directed to gagadiscussions with the Staff of the PSC of MID( Staff), the MD
OPC and interested parties to develop appropriggtmer service metrics and a periodic form foorépg results similar
to the metrics filed by Washington Gas as parhefapproved settlement in Virginia. This Proposede®has been
appealed by the MD Staff, the MD OPC and otheri@gmriVashington Gas’s Reply Memorandum on Appeal filed on
November 5, 2008. A final decision by the PSC of Mpending

The Final Order issued by the PSC of DC on Decer28e2007 approved amortization accounting foiahit
implementation costs related to the BPO plan imr@ppg the stipulated agreement filed in the prodeg. As part of that
approved agreement, Washington Gas withdrew iticgpion seeking approval of a PBR plan. Washinggas is
prohibited from seeking approval of a PBR plarnhia District of Columbia until the filing of its nekase rate case;
however, the settling parties may not seek a chang®es during the rate case filing moratoriurmgaeunder the terms of
the approved rate settlement.

Depreciation Study

In October 2006, Washington Gas completed a degtienirate study based on its property, plant andpement
balances as of December 31, 2005. The resulteafdpreciation study concluded that Washington &G@epreciation rates
should be reduced due to asset lives being extemelgzhd previously estimated lives. Under regulatequirements, these
depreciation rates must be approved before theplaced into effect
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Part Il
Iltem 7. Management’s Discussion and Analysis of
Financial Condition and Results of Operations (taaed)

On April 13, 2007, Washington Gas filed the portafrthe depreciation study related to the Marylangsdiction. A
separate proceeding was established on May 2, 29Qhe PSC of MD to review Washington Gas'’s regtegnplement
new depreciation rates. On October 25, 2007, WgshinGas filed a 2007 technical update of the Margldepreciation
study based on property, plant and equipment bataas of December 31, 2006. Hearings were held1and 13, 2008.
Initial briefs were filed on July 16, 2008 and neptiefs were filed on August 6, 2008. On Octobgr 2008, a Proposed
Order of Hearing Examiner was issued in Marylankiicw would reduce Washington Gas'’s annual deplieciaxpense
related to the Maryland jurisdiction by approxintat®11.2 million when new depreciation rates arplemented, with a
corresponding decrease in annual revenues on pgutdge basis to be reflected in future billingematReflected in this
reduction in depreciation expense, among othegghiare(i) a change in methodology for calculating accrueétass
removal costs anfli) the designation of certain insurance and relocatimbursements as salvage value. This reduction in
depreciation expense will not impact annual opegaticome and will not prevent the recovery of capital investment;
however, it will have the effect of deferring fudlcovery of our capital investment into future ye#@n November 14, 2008,
Washington Gas and MD OPC noted appeals of theb®ctth, 2008 Proposed Order, thus suspendingfistiee date.
Both Washington Gas and the MD OPC filed Memorama#@ppeal on November 24, 2008, Washington GasyilteOPC
and the Staff of the PSC of MD filed Reply Memorarmh December 15, 2008. We are currently awaitifige decision
by the PSC of MD.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT
MARKET RISK

The following issues related to our market riskes iacluded under Item 7 of this report and arelipocated by referens
into this discussion.

Price Risk Related to the Regulated Utility Segn
Price Risk Related to the Retail Ene-Marketing Segmer
Weather Risl

Interes-Rate Risk

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DAT A
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Consolidated Balance Sheets
Part Il
Item 8. Financial Statements and Supplementary Data

September 3(

(In thousands 2009 2008
ASSETS
Property, Plant and Equipment

At original cost $3,242,41. $3,184,24

Accumulated depreciation and amortizat (973,279 (975,94)
Net property, plant and equipme 2,269,14.  2,208,30:

Current Assets

Cash and cash equivalel 7,84t 6,16

Receivable:
Accounts receivabl 172,11° 190,58¢
Gas costs and other regulatory as 77,17 26,54
Unbilled revenue 80,594 50,13
Allowance for doubtful accoun (20,969 (17,107)
Net receivable 308,91! 250,16!

Materials and suppli—principally at average co 23,62¢ 21,117

Storage ge—at cosil(first-in, first-out) 237,68: 406,62¢

Deferred income taxe - 7,61¢

Other prepayment 82,41¢ 32,29(

Other 23,03: 18,36¢
Total current asse 683,51« 742,34¢

Deferred Charges and Other Asset
Regulatory asse

Gas cost: 13,99¢ 50,79%
Pension and other pr-retirement benefit 308,54 133,98¢
Other 53,90« 58,417
Prepaid qualified pension benel - 24,68
Other 20,79: 25,00¢
Total deferred charges and other as 397,23! 292,89
Total Assets $3,349,891  $3,243,54!

CAPITALIZATION AND LIABILITIES
Capitalization

Common shareholde’ equity $1,097,69 $1,047,56:
Washington Gas Light Company preferred st 28,17: 28,17:
Long-term debt 561,83( 603,73t
Total capitalizatior 1,687,70. 1,679,47!
Current Liabilities
Current maturities of lor-term debt 82,59 75,994
Notes payabli 183,85: 270,95!
Accounts payable and other accrued liabili 213,52¢ 243,12:
Wages payabl 15,29« 14,10¢
Accrued interes 3,59¢ 4,20(
Dividends declare 18,75¢ 18,07(
Customer deposits and advance paym 52,90¢ 46,07
Gas costs and other regulatory liabilit 14,84: 12,18(
Deferred income taxe 5,15¢ -
Accrued taxe: 17,11¢ 12,12¢
Other 26,97( 51,64¢
Total current liabilities 634,61t 748,47¢
Deferred Credits
Unamortized investment tax cred 10,76: 11,36(
Deferred income taxe 323,50! 272,22°
Accrued pensions and bene 273,28¢ 131,09
Asset retirement obligatior 32,64 30,38¢
Regulatory liabilities
Accrued asset removal co: 319,17: 306,01
Other 14,31( 14,97
Other 53,89¢ 49,52¢
Total deferred credit 1,027,57. 815,58¢
Commitments and Contingencies (Note 1:
Total Capitalization and Liabilities $3,349,891  $3,243,54.

The accompanying notes are an integral part oférstatements.
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Item 8. Financial Statements and Supplementary (2atainued)

Years Ended September :

(In thousands, except per share d¢ 2009 2008 2007
OPERATING REVENUES
Utility $1,481,08' $1,536,44. $1,497,27.
Non-utility 1,225,760 1,091,75. 1,148,73
Total Operating Revenues 2,706,851 2,628,19. 2,646,00!
OPERATING EXPENSES
Utility cost of gas 805,11¢ 869,33 875,81
Non-utility cost of energ-related sale 1,153,161 1,047,14¢ 1,079,37:
Operation and maintenan 297,47: 282,55¢ 275,34«
Depreciation and amortizatic 95,351 95,007 90,60¢
General taxes and other assessir 114,05« 102,54 100,02:
Total Operating Expenses 2,465,16° 2,396,58! 2,421,16.
OPERATING INCOME 241,68¢ 231,60¢ 224,84
Other Income—Net 2,181 2,52¢ 3,37¢
Interest Expense
Interest on lon-term debi 40,43: 39,93( 40,04
Othe—net 4,471 6,867 8,821
Total Interest Expense 44,90: 46,79 48,86¢
Dividends on Washington Gas preferred stocl 1,32( 1,32( 1,32(
INCOME BEFORE INCOME TAXES 197,64 186,01+ 178,03
INCOME TAX EXPENSE 77,27¢ 69,49: 70,137
NET INCOME APPLICABLE TO COMMON STOCK $ 120,370 $ 116,520 $ 107,90(
AVERAGE COMMON SHARES OUTSTANDING
Basic 50,10¢ 49,60 49,17:
Diluted 50,38: 49,91: 49,373
EARNINGS PER AVERAGE COMMON SHARE
Basic $ 24C $ 23 $ 2.1¢
Diluted $ 2.3 $ 23 $ 2.1¢
DIVIDENDS DECLARED PER COMMON SHARE $ 1457 $ 14078 $ 1.365(

The accompanying notes are an integral part oférstatements.
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Part Il

Item 8. Financial Statements and Supplementary (2atainued)

Years Ended September !

(In thousands 2009 2008 2007
OPERATING ACTIVITIES
Net income applicable to common stc $ 120,37 $116,52. $ 107,90(
ADJUSTMENTS TO RECONCILE NET INCOME TO NET CASH PR@ED
BY OPERATING ACTIVITIES
Depreciation and amortizatic 95,357 95,00 90,60¢
Amortization of:
Other regulatory assets and liabili—net 3,35( 2,66¢ 1,61:
Debt related cost 78t 92t 1,03¢
Deferred income tax—net 67,401 5,86 6,86¢
Accrued/deferred pension cc (2,209 (4,219) 1,517
Compensation expense related to equity aw 2,16( 4,111 5,37(
Provision for doubtful accoun 22,43t 19,95¢ 9,64t
Other nor-cash credi—net (125) (1,899 (1,766
CHANGES IN ASSETS AND LIABILITIES
Accounts receivable and unbilled reven (30,55%) (65,019 (5,082
Gas costs and other regulatory assets/liab—net (47,96¢) (19,099 5,127
Storage ga 168,94¢ (111,74 1,17z
Other prepayment (52,519 (4,379 (12,506)
Accounts payable and other accrued liabili (34,50%) 33,47¢ 18,86:
Wages payabl 1,18¢ 62¢ (284)
Customer deposits and advance paym 6,83¢ (3,172 (349)
Accrued taxe: 4,99( 35€ 391
Accrued interes (602) (16) 91¢
Other current asse (7,177 35C 47¢
Other current liabilitie: (24,679 28,49¢ 8,73¢
Deferred gas cos—net 36,801 (24,55¢) (24,29)
Deferred asse—other (18,667) (10,809 (8,175
Deferred liabilitie—other (7,46€) (2,38%) (4,53%)
Other—net 2,91¢ 87¢ 53
Net Cash Provided by Operating Activiti 307,08° 61,96: 213,29¢
FINANCING ACTIVITIES
Common stock issue 5,131 14,06+« 11,65¢
Long-term debt issue 64,87¢ 63,28¢ 1,44¢
Long-term debt retires (76,017 (21,110 (1,009
Debt issuance cos (181) - (16)
Notes payable issued (retir—net (87,109 86,70¢ 6,871
Dividends on common stoc (72,387 (69,13¢) (66,81¢)
Other financing activitie—net (820 482 681
Net Cash Provided by (Used in) Financing Activit (166,499 74,29: (47,186
INVESTING ACTIVITIES
Capital expenditures (excluding Allowance for Fukiied During Constructior (138,909 (134,96) (164,53)
Other investing activiti—net - - (1,06])
Net Cash Used in Investing Activiti (138,909 (134,96) (165,59
INCREASE IN CASH AND CASH EQUIVALENTS 1,681 1,29¢ 52(C
Cash and Cash Equivalents at Beginning of ® 6,164 4,87( 4,35(
Cash and Cash Equivalents at End of Period $ 784 $ 6,162 $ 4,87C
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION
Income taxes pai $ 41,29 $ 67,08¢ $ 69,97¢
Interest paic $ 4437¢ $ 46,85( $ 47,54:
SUPPLEMENTAL DISCLOSURES OF NON-CASH INVESTING AND FINANCING ACTIVITIES
Retirement of debt related to project financ $ 2449 $ - $ -
Capital Expenditures included in accounts payabteaher accrued liabilitie $ (3,79) $ (7,217) $ (1,069

The accompanying notes are an integral part ofétstatements.
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September 3(
(In thousands, except shart 200¢ 200¢
Common Shareholders’ Equity
Common stock, no par value, 120,000,000 share® Az,

50,143,484 and 49,916,883 shares issued, respggc $ 514,50: $ 507,10
Paic-in capital 13,51¢ 14,39¢
Retained Earning 576,12: 527,81:
Accumulated other comprehensive loss, net of t (6,447) (1,75))

Total Common Shareholders’ Equity 1,097,69: 65.0% 1,047,56. 62.4%
Preferred Stock
WGL Holdings, Inc., without par value, 3,000,00@s#s authorized,

none issue - -
Washington Gas Light Company, without par valué0@,000 share

authorize—issued and outstandin

$4.80 series, 150,000 sha 15,00( 15,00(

$4.25 series, 70,600 shal 7,17: 7,17:

$5.00 series, 60,000 shal 6,00( 6,00(

Total Preferred Stock 28,17: 1.7% 28,171 1.7%
Long-Term Debt
Washington Gas Light Company Unsecured Me(«-Term Notes

Due fiscal year 2009, 5.49% to 6.9: - 75,00(

Due fiscal year 2010, 1.19% and 3.6 50,00( 50,00(

Due fiscal year 2010, 7.70 24,00( 24,00(

Due fiscal year 2011, 6.64 30,00( 30,00(

Due fiscal year 2012, 5.90% to 6.0" 77,00( 77,00(

Due fiscal year 2014, 4.88% to 5.1° 67,00( 67,00(

Due fiscal year 2015, 4.83 20,00( 20,00(

Due fiscal year 2016, 5.17 25,00( 25,00(

Due fiscal year 2019, 7.46 50,00( -

Due fiscal year 2023, 6.65 20,00( 20,00(

Due fiscal year 2025, 5.44 40,50( 40,50(

Due fiscal year 2027, 6.40% to 6.8: 125,00( 125,00(

Due fiscal year 2028, 6.57% to 6.8! 52,00( 52,00(

Due fiscal year 2030, 7.50 8,50( 8,50(

Due fiscal year 2036, 5.70% to 5.7¢ 50,00( 50,00(

Total Unsecured Medium Termr-Notes 639,00( 664,00(
Other lon¢-term debt 5,46¢ 15,78¢
Unamortized discour (43 (53
Les«——current maturitie: 82,59: 75,99/

Total Long-Term Debt 561,83( 33.3% 603,73 35.%

Total Capitalization $1,687,70. 100.00% $1,679,47' 100.0(%

The accompanying notes are an integral part oférstatements.
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Accumulatec

Other
Comprehensiv:
Common Stocl Paic-In  Retainec Loss, Net o
(In thousands, except shart Shares Amount Capital Earnings Taxes Total
Balance at September 30, 20C 48,878,49 $477,67. $ 8,17¢ $440,58 $(4,629) $ 921,80
Net income - - — 107,90( - 107,90(
Minimum pension liability adjustment, net of ta - - - - 1,23( 1,23(
Comprehensive incomr 109,13(
Impact of initially applying SFAS No. 158 (ASC Tapr15),
net of taxes - - - - 207 207
Stocl-based compensatic 437,71: 12,58t 4,25(C - - 16,83¢
Dividends declared on common stock ($1.3650 peres - - - (67,21) - (67,219
Balance at September 30, 20C 49,316,21 490,25 12,42¢ 481,27: (3,199 980,76
Net income - - - 116,52: - 116,52:
Pos-retirement benefits adjustment, net of ta — — — — 1,441 1,441
Comprehensive incorr 117,96¢
Stocl-based compensatic 600,67: 16,84¢ 1,97(C - - 18,81¢
Dividends declared on common stock ($1.4075 pers - - — (69,989 - (69,985
Balance at September 30, 20C 49,916,88 507,10! 14,39¢ 527,81: (1,757 1,047,56
Net income - - - 120,37: - 120,37:
Pos-retirement benefits adjustment, net of ta - - - - (4,690 (4,690
Comprehensive incomrr 115,68
Impact of applying SFAS No. 157 (ASC Topic 8.
adjustment, net of taxe - - - 1,01z - 1,01z
Stocl-based compensatic 226,60: 7,39¢ (882) - - 6,51¢
Dividends declared on common stock ($1.4575 pees - - - (73,079 - (73,079
Balance at September 30, 20C 50,143,48 $514,50: $13,51¢ $576,12. $(6,44)) $1,097,69:

The accompanying notes are an integral part oférstatements.
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September 3(

(In thousands 2009 2008
ASSETS
Property, Plant and Equipment

At original cost $3,206,571 $3,152,25!

Accumulated depreciation and amortizat (950,709 (954,97:)
Net property, plant and equipme 2,255,87! 2,197,28!

Current Assets

Cash and cash equivalel 5,16( 3,68(

Receivable:
Accounts receivabl 70,38: 105,13:
Gas costs and other regulatory as 77,17: 26,54
Unbilled revenue 20,90¢ 18,58¢
Allowance for doubtful accoun (18,617 (15,736
Net receivable 149,84: 134,52:

Materials and suppli—principally at average co 23,57 21,06¢

Storage ge—at cosi(first-in, first-out) 168,80( 322,61°

Deferred income taxe - 8,42¢

Other prepayment 39,69( 34,37t

Receivables from associated compal 10,44: 4,63¢€

Other 11,53: 4,83:
Total current asse 409,03¢ 534,15¢

Deferred Charges and Other Asset
Regulatory asse

Gas cost: 13,99¢ 50,79
Pension and other pr-retirement benefit 306,91¢ 133,32¢
Other 53,90 58,40(
Prepaid qualified pension benel - 24,61:
Other 11,84¢ 24,18¢
Total deferred charges and other as 386,66 291,32:
Total Assets $3,051,57.  $3,022,76!

CAPITALIZATION AND LIABILITIES
Capitalization

Common sharehold’s equity $ 966,43¢ $ 935,04¢
Preferred stoc 28,17 28,17:¢
Long-term debt 561,83( 603,74!
Total capitalizatior 1,556,44. 1,566,96
Current Liabilities
Current maturities of lor-term debt 82,59: 75,00(
Notes payabli 124,81 231,01:
Accounts payable and other accrued liabili 125,29! 166,06(
Wages payabl 14,62: 13,63¢
Accrued interes 3,59¢ 4,20(
Dividends declare 18,00¢ 17,69
Customer deposits and advance paym 52,90¢ 46,07+
Gas costs and other regulatory liabilit 14,84. 12,18(
Deferred income taxe 9,28t -
Accrued taxe: 15,43« 11,28:
Payables to associated compai 11,39( 22,74¢
Other 12,92¢ 38,24¢
Total current liabilities 485,71 638,13¢
Deferred Credits
Unamortized investment tax cred 10,46: 11,35¢
Deferred income taxe 326,92: 279,81¢
Accrued pensions and bene 271,85¢ 130,47¢
Asset retirement obligatior 31,627 29,46¢
Regulatory liabilities
Accrued asset removal co! 319,17: 306,01
Other 14,307 14,97:
Other 35,06" 45,55¢
Total deferred credit 1,009,41i 817,66:
Commitments and Contingencies (Note 12
Total Capitalization and Liabilities $3,051,57.  $3,022,76!

The accompanying notes are an integral part ofétstatements.

77



REGIE 2.1 Attachment 9 WGL 10-K.2009

Page 126 of 255



REGIE 2.1 Attachment 9 WGL 10-K 2009
Page 127 of 255

Washington Gas Light Company
Statements of Income
Part Il

Item 8. Financial Statements and Supplementary (2atainued)

Years Ended September {

(In thousands 2009 2008 2007
OPERATING REVENUES
Utility $1,505,87' $1,552,34. $1,513,83!
Non-utility 41 66 242
Total Operating Revenues 1,505,911 1,552,411  1,514,08.
OPERATING EXPENSES
Utility cost of gas 829,90! 885,23 892,37¢
Operation and maintenan 257,87 252,91 248,81°
Depreciation and amortizatic 93,56: 93,18¢ 88,89:
General taxes and other assessm 109,52: 98,721 96,49
Total Operating Expenses 1,290,86.  1,330,05¢ 1,326,57!
OPERATING INCOME 215,05: 222,35: 187,50:
Other Income—Net 1,68: 1,89¢ 2,56(
Interest Expense
Interest on lon-term deb 40,42¢ 39,89( 39,95¢
Other—net 3,70¢ 5,46¢€ 5,10¢
Total Interest Expense 44,13: 45,35¢ 45,06
INCOME BEFORE INCOME TAXES 172,60: 178,88¢ 144,99
INCOME TAX EXPENSE 66,01¢ 64,707 54,49
NET INCOME BEFORE PREFERRED STOCK DIVIDENDS $ 106,58! $ 114,18: $ 90,50(
Dividends on preferred stock 1,32( 1,32 1,32(
NET INCOME APPLICABLE TO COMMON STOCK $ 105,26! $ 112,86: $ 89,18(

The accompanying notes are an integral part ofétstatements.
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Item 8. Financial Statements and Supplementary (2atainued)

Year Ended September &

(In thousands 2009 2008 2007
OPERATING ACTIVITIES
Net income before preferred stock dividel $106,58" $114,18. $ 90,50(
ADJUSTMENTS TO RECONCILE NET INCOME TO NET CASH PR@ED
BY OPERATING ACTIVITIES
Depreciation and amortizatic 93,56: 93,18¢ 88,89:
Amortization of:
Other regulatory assets and liabili—net 3,35(C 2,66€ 1,61
Debt related cost 78t 88t 947
Deferred income tax—net 69,00¢ 13,55¢ 4,24¢
Accrued/deferred pension cc (2,19¢) (4,199 1,48¢
Compensation expense related to equity aw 2,052 3,547 4,827
Provision for doubtful accoun 18,567 16,76: 7,88¢
Other nol-cash credi—net (419) (1,899 (1,762)
CHANGES IN ASSETS AND LIABILITIES
Accounts receivable, unbilled revenues and recégafipom associated compan 10,93¢ (66,382) (12,389
Gas costs and other regulatory assets/liabi—net (47,96¢) (29,099 5,127
Storage ga 153,81°  (106,84¢) 1,471
Other prepayment (8,070 (5,18¢) (14,599
Accounts payable and other accrued liabilities pawhbles to associated compar (57,35() 34,38 14,654
Wages payabl 984 25E (150)
Customer deposits and advance paym 6,83¢ (3,072 (349
Accrued taxe: 4,152 26C (74)
Accrued interes (602) (26) 91¢
Other current asse (9,20€) 611 2,55¢
Other current liabilitie: (25,320) 19,05¢ 9,831
Deferred gas cos—net 36,801 (24,55¢) (14,29)
Deferred asse—other (10,50%) (13,879 (5,210
Deferred liabilitie—other (24,24) (4,87)) (5,26))
Othe—net 3,89:¢ 85C (929
Net Cash Provided by Operating Activiti 325,45: 50,22 179,95(
FINANCING ACTIVITIES
Long-term debt issue 64,87t 63,28t 1,44¢
Long-term debt retiret (76,01) (20,11°) (15)
Debt issuance cos (282) - (16)
Notes payable issued (retir—net (106,207  108,96! 49,27:
Dividends on common stock and preferred si (71,457 (69,717) (68,139
Other financing activitie—net (830) 513 681
Net Cash Provided by (Used in) Financing Activil (189,806 82,93t (16,769
INVESTING ACTIVITIES
Capital expenditures (excluding Allowance for Fukiied During Constructior (134,165 (133,63) (162,049
Other investing activitie—net — — (1,067
Net Cash Used in Investing Activitit (134,16) (133,63) (163,110
INCREASE IN CASH AND CASH EQUIVALENTS 1,48( 477 71
Cash and Cash Equivalents at Beginning of ® 3,68( 4,157 4,08¢
Cash and Cash Equivalents at End of Period $ 516 $ 368 $ 4,15%
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION
Income taxes pai $ 26,897 $ 59,10¢ $ 56,61¢
Interest paic $ 43,61t $ 4544¢ $ 43,82¢
SUPPLEMENTAL DISCLOSURES OF NON-CASH INVESTING AND FINANCING ACTIVITIES
Retirement of debt related to project financ $ 24,49 $ - $ =
Capital Expenditures included in accounts payabteaher accrued liabilitie $ (3,479 $ (7,537 $ (1,009

The accompanying notes are an integral part oférstatements.
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Statements of Capitalization

Part Il

Item 8. Financial Statements and Supplementary (2atainued)

September 3(
(In thousands, except shart 200¢ 200¢
Common Shareholde’s Equity
Common stock, $1 par value, 80,000,000 shares argioo
46,479,536 shares issued, respecti $ 46,47¢ $ 46,47¢
Paic-in capital 469,02t 467,76.
Retained Earning 457,37! 422 ,56(
Accumulated other comprehensive loss, net of t (6,447 (1,75)
Total Common Shareholde’s Equity 966,43¢ 62.1%  935,04¢ 59.7%
Preferred Stock
Washington Gas Light Company, without par valubp@,000 shares
authorize—issued and outstandin
$4.80 series, 150,000 sha 15,00( 15,00(
$4.25 series, 70,600 shal 7,17: 7,17:
$5.00 series, 60,000 shal 6,00( 6,00(
Total Preferred Stock 28,171 1.8% 28,171 1.8%
Long-Term Debt
Washington Gas Light Company Unsecured Me(«-Term Notes
Due fiscal year 2009, 5.49% to 6.9: - 75,00(
Due fiscal year 2010, 1.19% and 3.6 50,00( 50,00(
Due fiscal year 2010, 7.70 24,00( 24,00(
Due fiscal year 2011, 6.64 30,00( 30,00(
Due fiscal year 2012, 5.90% to 6.0" 77,00( 77,00(
Due fiscal year 2014, 4.88% to 5.1° 67,00( 67,00(
Due fiscal year 2015, 4.83 20,00( 20,00(
Due fiscal year 2016, 5.17 25,00( 25,00(
Due fiscal year 2019, 7.46 50,00( -
Due fiscal year 2023, 6.65 20,00( 20,00(
Due fiscal year 2025, 5.44 40,50( 40,50(
Due fiscal year 2027, 6.40% to 6.8: 125,00( 125,00(
Due fiscal year 2028, 6.57% to 6.8! 52,00( 52,00(
Due fiscal year 2030, 7.50 8,50( 8,50(
Due fiscal year 2036, 5.70% to 5.7¢ 50,00( 50,00(
Total Unsecured Medium Term-Notes 639,00( 664,00(
Other lon¢-term debt 5,46t 14,79:
Unamortized discour 43 (46)
Les«——current maturitie: 82,59: 75,00(
Total Long-Term Debt 561,83(  36.1% 603,74' 38.2%

Total Capitalization

$1,556,44. 100.0% $1,566,96 100.0(%

The accompanying notes are an integral part oférstatements.
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Accumulatec

Other
Comprehensiv
Common Stocl Paic-In  Retainer Loss,
(In thousands, except shart Shares Amount Capital Earnings Net of Taxes  Total
Balance at September 30, 20C 46,479,53 $ 46,47¢ $ 458,907 $356,59¢ $ (4,629 $857,35!
Net income - - - 90,50( - 90,50(
Minimum pension liability adjustment, net of tay - - - - 1,23( 1,23(
Comprehensive incorr 91,73(
Impact of initially applying SFAS No. 158 (ASC Tay
715), net of taxe - - - - 207 207
Stocl-based compensati(@ - - 4,63 - - 4,63
Dividends declarec
Common stocl - - - (67,219 - (67,219
Preferred stoc - - - (1,320 - (1,320
Balance at September 30, 20C 46,479,53 46,47¢ 463,54( 378,56: (3,197 885,39(
Net income - - - 114,18: - 114,18:
Pos-retirement benefits adjustment, net of ta — — — — 1,441 1,441
Comprehensive incomrr 115,62
Stocl-based compensati(@) - - 4,221 - - 4,221
Dividends declarec
Common stocl - - - (68,86%) - (68,86%
Preferred stoc - - - (1,320 - (1,320
Balance at September 30, 20C 46,479,53 46,47¢ 467,76. 422,56( (1,757 935,04¢
Net income - - — 106,58! - 106,58!
Pos-retirement benefits adjustment, net of ta - - - - (4,690 (4,690
Comprehensive incorr 101,89
Stocl-based compensati(@ - - 1,26 - - 1,26¢
Dividends declarec
Common stocl - - - (70,450 - (70,450
Preferred stoc - - - (1,320 - (1,320
Balance at September 30, 20(C 46,479,53 $ 46,47¢ $ 469,02¢ $457,37' $ (6,447) $966,43¢

@ stock-based compensation is based on the stock awall¥&afHoldings that are allocated to Washington Gaght. Company for its pi-rata share

The accompanying notes are an integral part ofétstatements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. ACCOUNTING POLICIES

GENERAL

WGL Holdings, Inc. (WGL Holdings) is a holding coampy that owns all of the shares of common stodWa$hington
Gas Light Company (Washington Gas), a regulatedrabgias utility, and all of the shares of commtatk of Washington
Gas Resources Corporation (Washington Gas ResgukaEspshire Gas Company (Hampshire) and Crab Rasm G
Company. Washington Gas Resources owns all oftthees of common stock of three unregulated sub&dithat include
Washington Gas Energy Services, Inc. (WGEServia¥ggshington Gas Energy Systems, Inc. (WGESystents) a
Washington Gas Credit Corporation. Except wherectident clearly indicates otherwise, “WGL Holdifigsve,” “us” or
“our” refers to the holding company or the consatet! entity of WGL Holdings and all of its subsiita. Unless otherwise
noted, these notes apply equally to WGL Holdings &fashington Gas.

NATURE OF OPERATIONS

Our core business is the delivery and sale of ahgas through Washington Gas. We also offer retegrgy-related
products and services that are closely relatedit@ore business. The majority of these energyadlactivities are
performed by wholly owned unregulated subsidiaoie#/ashington Gas Resources.

Washington Gas is a regulated public utility theltssand delivers natural gas to approximatelynillion customers
primarily in the District of Columbia, and the somnding metropolitan areas in Maryland and Virgimaliveries to firm
residential and commercial customers accounte@8dr% of the total therms delivered to customer®¥agshington Gas in
fiscal year 2009. Deliveries to interruptible custers accounted for 16.0% and deliveries to custembo use natural gas
to generate electricity accounted for 5.9%. Theseumts do not include deliveries related to Wastongsas’s asset
optimization program discussed further below. Hammgsoperates an underground natural gas storagiyféhat provides
services exclusively to Washington Gas. Hampskiregulated under a cost of service tariff by thddfal Energy
Regulatory Commission (FERC). Both Washington Gastdampshire comprise our regulated utility segment

The retail energy-marketing segment consists obtierations of WGEServices which competes with letgd utilities
and other unregulated third party marketers torssliral gas and electricity directly to residentammercial and industri
customers with the objective of earning a profibtigh competitive pricing. The commodities that W&&Evices sells are
delivered to retail customers through assets ovlaya@gulated utilities. Washington Gas deliversriagority of natural gas
sold by WGEServices, and unaffiliated electricititié deliver all of the electricity sold. Durinbd fiscal year ended
September 30, 2009, WGEServices contracted focampleted the construction of one Solar PV fagilithich includes
ownership of the operational asset, and has cdattdor two additional facilities that are expectede completed by
December 31, 2009. Other than these facilities, W&Wices does not own or operate any natural gakectric generation,
production, transmission or distribution assetsSAptember 30, 2009, WGEServices served approXiyrikié,000
residential, commercial and industrial natural gastomers and approximately 113,000 residentiahnaercial and
industrial electricity customers located in Marydawirginia, Delaware and the District of Columbia.

The design-build energy systems segment comprigeg8ystems, which provides design-build energy iefficand
sustainable solutions to government and commech@its under construction contracts. Refer to Nidte- Operating
Segment Reportinfgr further discussion of our segments.

CONSOLIDATION OF FINANCIAL STATEMENTS

The consolidated financial statements include tw@ants of WGL Holdings and its subsidiaries dutimg fiscal years
reported. Inter-company transactions have beeriredied.

USE OF ESTIMATES IN THE PREPARATION OF FINANCI AL STATEMENTS

In accordance with generally accepted accountimgiples in the United States of America (GAAP), make certain
estimates and assumptions regard{i)greported amounts of assets and liabilit{@}; disclosure of contingent assets and
liabilities at the date of the financial statemeantsl(iii) reported amounts of revenues, revenues subjeefund, and
expenses during the reporting period. Actual reszduld differ from those estimates.
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PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment (comprised princypatlutility plant) is stated at original cost, lading labor, materials,
taxes and overhead costs incurred during the aangin period. The cost of utility and other plaftwashington Gas
includes an allowance for funds used during coesitn (AFUDC) that is calculated under a formulaguribed by our
regulators. Washington Gas capitalizes AFUDC asnaponent of construction overhead. The beforedtesrfor AFUDC
for fiscal years 2009, 2008 and 2007 were 0.35%§%.and 6.27%, respectively. As a result of dee@asnstruction
balances and significant decreases in short-tebideerest rates, Washington Gas made an adjuswh&383,800 to
reduce the amount of capitalized AFUDC for thedlsear ended September 30, 2009. Washington Gutslized AFUDC
of $999,000 and $869,000 during the fiscal yeadedrSeptember 30, 2008 and 2007, respectively.

As approved by our regulators, Washington Gas ascan annual amount of asset removal costs thrdeygfeciation
expense with a corresponding credit to “Regulaliadyilities—Accrued asset removal costs.” When Wiagton Gas retires
depreciable utility plant and equipment, it charthesassociated original costs to “Accumulated éejtion and
amortization” and any related removal costs inaiaee charged to “Regulatory liabilities—Accruedetsemoval costs.”

Washington Gas charges maintenance and repaipetating expenses, except those charges applicatnsportatio
and power-operated equipment, which it allocatesprating expenses, construction and other acetasied on the use of
the equipment. Washington Gas capitalizes betteisrard renewal costs, and calculates depreciagiplicable to its utility
gas plant in service primarily using a straightlimethod over the estimated remaining life of th@tp The composite
depreciation and amortization rate of the regulatdidy segment was 3.12% during fiscal year 2088] 3.23% and 3.19%
during fiscal years 2008 and 2007, respectivelyadoordance with regulatory requirements, suclsriadude a component
related to asset removal costs for Washington @ashington Gas periodically reviews the adequadisafepreciation
rates by considering estimated remaining livesa@hdr factors. Refer to Note 13€ommitments and Contingencies a
discussion of depreciation-related contingencies.

At September 30, 2009 and 2008, 99.7% and 99.8peotively, of WGL Holdings’ consolidated origir@ist of
property, plant and equipment was related to thelated utility segment as shown below.

Property, Plant and Equipment at Original Cost

At September 3( 2009 2008
(In millions) Dollars % Dollars %
Regulated utility segment
Distribution, transmission and stora $2,890.¢ 89.z $2,791.. 87.7
General, miscellaneous and intangik 293.1 9.C 314.1 9.9
Construction work in progress (CWI 49.4 1E 716 2.2
Total regulated utility segment 3,233.. 99.7 3,177.. 99.t
Unregulated segmentt 9.2 0.3 71 0.2
Total $3,242.« 100.C $3,184.. 100.(

OPERATING LEASES

We have classified the lease of our corporate hemtieys as an operating lease. We amortize teergrense the total of
all scheduled lease payments (including lease payeasealations) and tenant allowances on a stréiighbasis over the
term of the lease. For this purpose, the lease bexgan on the date when the lessor commenced gotiisty the leasehold
improvements which allowed us to occupy our corfheeadquarters. Leasehold improvement costs assifibd as
“Property, Plant and Equipment” on the Balance &jemd are being amortized to depreciation andt@aton expense
on a straight-line basis over the 15-year non-dabte period of the lease. Refer to Note 1&emmitments and
Contingenciedor financial data for all of our operating leases.

REGULATED OPERATIONS

Washington Gas accounts for its regulated opersiioaccordance with Financial Accounting Stand&uiard
Accounting Standards Codification (ASC) Topic 9B@gulated Operation@SC Topic 980). This standard includes
accounting principles for companies whose rateslatermined by independent third party regulatdfsen setting rates,
regulators may require us to record costs as egperdifferent periods than may be appropriateufmegulated enterprises.
When this occurs, Washington Gas defers the agsdatasts as assets (regulatory assets) on itsdeatdheet and records
them as expenses on its income statement aséctothe
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revenues designed to recover these costs throwggbroars’ rates. Further, regulators can also impabdities upon a
company for amounts previously collected from costs and for recovery of costs that are expectée tacurred in the
future (regulatory liabilities).

Effective January 1, 2008, Washington Gas revitserkgulatory practice associated with the treatroéoertain indirec
overhead costs related to its construction aatiwifor its fixed assets. The new treatment wilhpplicable to the
determination of the revenue required to recovehsosts in accordance with ASC Topic 980 for alisequent periods a
has been adopted for all jurisdictions. The revisionsists of measuring internal labor costs theaspent on the
administration of the construction program andudaig these costs in the overhead rates that lmeatdd to its constructe
assets. This treatment is in accordance with régylaules applicable to fixed asset accounting isr@bmmon practice
within the public utility industry. The result diis treatment for the fiscal year ended Septembg2@08 was to capitalize
$1.1 million (pre-tax) of costs.

In fiscal year 2009, Washington Gas adopted a eevigactice associated with the capitalizatiomoéntive
compensation costs related to its constructiorvitiets for fixed assets. This accounting is in ademce with the regulatory
rules applicable to fixed asset accounting anaisraon place within the public utility industry. Thesult of this treatment
for the fiscal year ended September 30, 2009 waapdalize $1.4 million (pre-tax) of costs.

At September 30, 2009 and 2008, we had recordefibliogving regulatory assets and liabilities onhigance sheets.
These assets and liabilities will be recognizedxgenses or revenues in future periods as therefieeted in customers’
rates.

Regulatory Assets and Liabilities

Regulatory Regulatory
(In millions) Assets Liabilities
At September 3( 2009 2008 2009 2008
Current:
Gas costs due from/to custom $ 717 $ 19.2 $ 7.C $ 74
Interruptible sharing 3.8 5.8 4.1 -
Earnings Sharing Mechanism (ES@®) - - 3.3 4.8
Weather Normalization Adjustment (WNA) billing meaafism(®) - 2.0 - -
Capacity Allocation Charg 1.7 - - -
Revenues Normalization Adjustment (RNA) billing rheaism(©) - - 0.4 -
Total current 77.2 26.5 14.¢ 12.2
Deferred:
Accrued asset removal co - - 319.2 306.(
Deferred gas cos 14.C 50.¢ - -
Pension and other p-retirement benefit
Other pos-retirement benefit cos—trackersd) 6.1 8.7 - -
Deferred pension costs/inco—trackers() 20.2 13.¢ - -
ASC Topic 715 unrecognized costs/inca®©
Pension: 173.t 52.€ - -
Other pos-retirement benefit 106.7 56.2 - -
Other curtailment costs for pensions & ot
pos-retirement benefit() 2.0 2.5 - -
Total pension and other p-retirement benefit 308.t 134.( - -
Other
Income ta-related amounts due from/to custom 22.¢ 26.4 9.3 9.7
Losses/gains on issuance and extinguishments ofatehintere-rate derivative instrumen() 8.3 8.2 17 1.6
Deferred gain on sale of ass - - 3.C 3.2
Environmental response co: 2.8 2.8 - -
Rights-of-way fees 0.5 1.1 - -
Other cost—Business Process Outsourcing (BF 13.2 12.€ - -
Sabbatical leave and other similar bene 3.1 6.1 - -
Other regulatory expens 3.2 1.2 0.3 0.5
Total other 53.€ 58.4 14.: 15.C
Total deferred 376.4 243.% 333.t 321.C
Total $ 453.€ $269.7 $348.% $333.2
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@ Refer to the section entitied “Performance-BaBade Plans” under Note 13—Commitments and Conticigerfor a further discussion of these
amounts.
(b) Relates to the Virginia jurisdictiol

(©) Relates to the Maryland jurisdictio
(d) Relates to the District of Columbi
() Refer to Note 1—Pension and Other Post-Retirement Benefit Plana farther discussion of these amounts.

() Represents curtailment costs related to Virginid daryland associated with our BPO plan. Curtailmheasts related to the District of Columbia ¢
included in“ Other pos-retirement benefi—trackers” and“ Deferred pension costs/inco—tracker<” .

@ The losses or gains on the issuance and extingeishaf debt and interest-rate derivative instrunsentlude unamortized balances from transactions
executed in prior fiscal years. These transactiomste gains and losses that are amortized overghwining life of the debt as prescribed by
regulatory accounting requiremen

With the exception of gas costs due from custorandsdeferred gas costs, there are no materialategulassets that
reflect an outlay of cash by Washington Gas forowhiVashington Gas does not earn its overall ratetafn. Washington
Gas is allowed to recover and is required to paingushort-term interest rates, the carrying cadtted to gas costs due
from and to its customers in the District of Coluanand Virginia jurisdictions.

As required by ASC Topic 980, Washington Gas masiits regulatory and competitive environment ttedaine
whether the recovery of its regulatory assets aols to be probable. If Washington Gas were torehirte that recovery of
these assets is no longer probable, it would waifitthe assets against earnings. We have deterntia¢d\SC Topic 980
continues to apply to our regulated operations,thadecovery of our regulatory assets is probable.

CASH AND CASH EQUIVALENTS

We consider all investments with original matusti three months or less to be cash equivalengésdid/not have any
restrictions on our cash balances that would imffecpayment of dividends by WGL Holdings or ounsdiaries as of
September 30, 2009.

REVENUE AND COST RECOGNITION
Regulated Utility Operations

Revenues. For regulated deliveries of natural gas, Waslongsas reads meters and bills customers on a nyantble
basis. The billing cycles for customers do not cima with the accounting periods used for finanmglorting purposes;
therefore, Washington Gas accrues unbilled revefuregas delivered, but not yet billed, at the ehéach accounting
period.

Cost of Gas. Washington Gas'’s jurisdictional tariffs contaiechanisms that provide for the recovery of the obgas
incurred on behalf of firm customers, includingateld pipeline transportation and storage capab#yges. Under these
mechanisms, Washington Gas periodically adjusfiritscustomers’ rates to reflect increases andeateses in these costs.
Under or over-collections of gas costs in the autrogcle are charged or credited to deferred clsaogeredits on the
balance sheet as naorrent regulatory assets or liabilities. Amourd$edred at the end of the cycle, August 31 of gesr,
are fully reconciled and transferred to currenegssr liabilities under the balance sheet capti@as costs and other
regulatory assets” and “Gas costs and other regyléitibilities.” These balances are recoveredefumded to customers
over the subsequent 12 month period.

Revenue Taxes.Revenue taxes such as gross receipts taxescBarlrice Commission (PSC) fees, franchise fees and
energy taxes are reported gross in operating regemefer to Note 15-Operating Segment Reportif@y amounts
recorded related to revenue taxes.

Transportation Gas Imbalance.Interruptible shippers and third party market@ppers transport gas on Washington
Gas’s distribution system as part of the unbundkttices that it offers. The delivered volumesad rom third party
shippers into Washington Gas’s distribution systétan do not equal the volumes delivered to thastarners, resulting in
transportation gas imbalances. These imbalancassaedly short-term in duration, and Washington @asitors the
activity and regularly notifies the shippers whbait accounts have an imbalance. In accordanceregghlatory treatment,
Washington Gas does not record a receivable frolatatity to third party marketers associated wifds volumes related to
these transportation imbalances but, rather, rsftbe financial impact as a regulatory assetatnility related to its gas cost
adjustment mechanism, thereby eliminating any posfloss that would occur as a result of the irabaé. The regulatory
treatment combines the imbalance for all marke
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including WGEServices, into a single “net” adjustihto the regulatory asset or liability. Refer totBl 16—Related Party
Transactiondor a further discussion of the accounting for thasbalance transactions.

Asset Optimization Program.Washington Gas optimizes the value of its lorrgitaatural gas transportation and
storage capacity resources by entering into phlyaité financial transactions in the form of forwsrdwaps and option
contracts for periods when these resources arbaiog used to physically serve utility customersteR to“Derivative
Activities” below for a further discussion of the accountingderivative transactions entered into under thigam.
Regulatory sharing mechanisms in all three jurisais allow the profit from these transactions ¢éoshared between
Washington Gas'’s customers and shareholders. temer portion does not affect earnings.

Prior to May 1, 2008, Washington Gas contractedifermanagement of a portion of Washington Gasstas
optimization program with non-affiliated asset mges. These asset managers paid Washington Gas@uélize the
related capacity resources for their own accourgmthey were not required to meet customer supgdygs. On April 30,
2008, the last of these asset management congnguited, and Washington Gas retained the use of &8 capacity
resources to manage the asset optimization progntamally with the assistance of external consuiia

All unrealized fair value gains and losses and nargenerated from the physical and financial egtént of these asset
optimization contracts are recorded in utility cobgas or, in the case of amounts to be sharddnaie payers, regulatory
liabilities. In conjunction with optimizing Washitan Gas's storage capacity, storage gas inventagyle subject to lower
of cost or market adjustments. Washington Gas dexba lower of cost or market adjustment afterefifects of regulatory
sharing of $8.4 million and $2.5 million during tfiscal years ended September 30, 2009 and 2088 ctvely related to
its storage gas inventory, which was recorded tilitiJcost of gas.” No such adjustments were mddeng the fiscal year
ended September 30, 2007.

Non-Utility Operations

Retail Energy-Marketing Segment.WGEServices sells natural gas and electricitpiomnregulated basis to residen
commercial and industrial customers both inside @ndide the Washington Gas service territory.

WGEServices enters into indexed or fixed-rate @s with residential, commercial and industrisgdtomers, for sales
of natural gas and electricity. Customer contrastsch typically have terms less than 24 monthsnbay extend up to five
years, allow WGEServices to bill customers basethupetered gas and electricity usage, measurectpc@basis, ¢
customer premises or based on quantities delierdtk local utility, either of which may vary byomth. The billing cycles
for customers do not coincide with the accountiagqas used for financial reporting purposes; tfogegs WGEServices
accrues unbilled revenues for gas and electri@tivered, but not yet billed, at the end of eactoaating period. Revenues
are reflected in “Operating Revenues—Non utility.”

WGEServices procures natural gas and electricipplsuunder contract structures in which it assembie various
components of supply from multiple suppliers to chats customer requirements. The cost of natuaaland electricity for
these purchases is recorded using the contractaches and prices in “Non-Ultility cost of energyaedd sales.”

Design-Build Energy Systems SegmentWGESystems recognizes income and expenses fooratruction contracts
using the percentage-of-completion method in “OfiegaRevenues—Non-utility” and “Non-Utility cost ehergy-related
sales.”

RATE REFUNDS DUE TO CUSTOMERS

When Washington Gas files a request with certagulegory commissions to modify customers’ ratess fiermitted to
charge customers new rates, subject to refund,thetregulatory commission renders a final decigia the amount of the
authorized change in rates. During this interimqukrWashington Gas records a provision for a refiend regulatory
liability based on the difference between the amduwollects in rates and the amount it expectetmver from a final
regulatory decision. Similarly, Washington Gas péically records provisions for rate refunds redati® other transactions.
Actual results for these regulatory contingenciesddten difficult to predict and could differ sifjoantly from the estimate
reflected in the financial statements. When necgs¥dashington Gas establishes a liability for atineated refund to
customers. Refer to Note 13€ommitments and Contingencfes a further discussion of regulatory matters esldted
contingencies.
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REACQUISITION OF LONG-TERM DEBT

Washington Gas defers gains or losses resulting the reacquisition of longerm debt as regulatory liabilities or ass
for financial reporting purposes, and amortizesrtloeer future periods as adjustments to intergs¢iese in accordance
with established regulatory practice. For incomeparposes, Washington Gas recognizes these gaihesses when they
are incurred.

WEATHER-RELATED INSTRUMENTS

Periodically, we purchase certain weather-relatsttuments, such as weather insurance policieingedegree day
(HDD) derivatives and cooling degree day (CDD) datives. We account for these weather relatedunstnts in
accordance with ASC Subtopic 815-fxrivatives and Hedging- Weather DerivativesFor weather insurance policies
and HDD derivatives, benefits or costs are ultityatecognized to the extent actual HDDs fall abovdelow the
contractual HDDs for each instrument. Benefitsasts are recognized for CDD derivatives when treragye temperature
exceeds a contractually stated level during théraotperiod. Premiums for weatheslated instruments are amortized b
on the pattern of normal temperature days ovectiverage period. Weather-related instruments fachwve collect a
premium are carried at fair value. Washington Ga&ather related instrument premium expense orflve@me not
considered in establishing retail rates. Washin@ias does not purchase such instruments for jatisds in which it has
received rate mechanisms that compensate it omnaah@veather basis. Refer to Note erivative and Weather-Related
Instrumentsfor a further discussion of our weather-relatedrimaents.

CONCENTRATION OF CREDIT RISK
Regulated Utility Segment

Washington Gas has a relatively low concentratiotustomer credit risk due to its large numberudtomers, none of
which is singularly large as a percentage of Wagbim Gas’s total customer base. Although Washin(as has credit
monitoring policies and procedures which are desigio limit its exposure, it has credit risk to théent the
implementation of such controls are not effectivenitigating all of its risk. Certain wholesale @liprs that sell natural gas
to Washington Gas either have relatively low credliings or are not rated by major credit ratingragjes. In the event of a
supplier’s failure to deliver contracted volumegak, Washington Gas may need to replace thoseneslat prevailing
market prices, which may be higher than the oridirmasaction prices, and pass these costs thrmuigh sales customers
under the purchased gas cost adjustment mechamsldisionally, Washington Gas enters into contraeith wholesale
counterparties to buy and sell natural gas foptimpose of optimizing the value of its long-ternpaeity and storage assets,
as well as for hedging natural gas costs and istteasts. In the event of a default by these copatées, Washington Gas
may be at risk for financial loss to the extenstheosts are not passed through to its customers.

Retail Energy-Marketing Segment

WGEServices has credit monitoring policies and edores which are designed to limit its credit esposure;
however, it has credit risk to the extent the immatation of such controls are not effective inigiiting all of its risk.
Certain suppliers that sell natural gas or eleityrio WGEServices have either relatively low ctedtings or are not rated
by major credit rating agencies. Depending on thktyof these suppliers to deliver natural gaelactricity under existing
contracts, WGEServices could be financially expdsedhe difference between the price at which W@éiRes has
contracted to buy these commodities and their oephent cost from another supplier. Additionally, B&&rvices enters
into contracts with third parties to hedge the saétnatural gas and electricity. Depending onatbiéity of the third parties
to fulfill their commitments, WGEServices could &erisk for financial loss.

WGEServices is also exposed to the risk of papment of invoiced sales by its retail custom@f&EServices manag
this risk by evaluating the credit quality of neustomers as well as by monitoring collections frexisting customers. To
the extent necessary, WGEServices can obtain edldtom, or terminate service to, its customers.

DERIVATIVE ACTIVITIES

WGEServices enters into both physical and finarmialtracts for the purchase and sale of naturahgdslectricity. W
designate a portion of these physical contractgedlto the purchase of natural gas and electtizitgerve our customers as
“normal purchases and normal sales;” thereforey #ine not subject to the mark-to-market account@ggirements of ASC
Topic 815,Derivatives and Hedgin. The financial contracts and the portion of thggital contracts that qualify
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are subject to the mark-to-market accounting reauémts are recorded on the balance sheet at fa@ aad are reflected in
earnings. Washington Gas enters into both phyaitdlfinancial derivative contracts for the purchaise sale of natural gi
which are subject to mark-to-market accounting.r@eas in the fair value of derivative instrumentsorerable or
refundable to customers and therefore subject 16 A&pic 980, are recorded as regulatory assetaldlities while change
in the fair value of derivative instruments noteatied by rate regulation are reflected in earnings.

As part of its asset optimization program, WaslongBas enters into derivative contracts relatetiecsale and purche
of natural gas at a future price to substantiabktin operating margins that Washington Gas wilmately realize. The
derivatives used under this program may causefgignt period-to-period volatility in earnings ftire portion of net profits
retained for shareholders; however, this volatiilf not change the margins that Washington Gdkultimately realize
from these transactions. In accordance with ASQcT8p5, all financially and physically settled catts under our asset
optimization program are reported on a net bastiBarstatements of income in “Utility cost of gas”.

From time to time Washington Gas also utilizes\gdive instruments that are designed to minimizeribk of interest-
rate volatility associated with planned issuanddd@dium-Term Notes (MTNSs). Gains or losses asgediavith these
derivative transactions are deferred as regulaesgts or liabilities and amortized to interestesmee in accordance with
regulatory accounting requirements. Refer to NeteBerivative and Weather-Related Instrumefiotsa further discussion
of our derivative activities.

INCOME TAXES

We recognize deferred income tax assets and tiabifior all temporary differences between theriial statement
basis and the tax basis of assets and liabilitieljding those where regulators prohibit defeliredme tax treatment for
ratemaking purposes of Washington Gas. Regula&sgta or liabilities, corresponding to such adddlaleferred income
tax assets or liabilities, may be recorded to tierd recoverable from or payable to customersudinche ratemaking
process. Refer to the table under “Regulated Ojpasitabove that depicts Washington Gas’s regwaassets and
liabilities associated with income taxes due framd to customers at September 30, 2009 and 2008uAts@pplicable to
income taxes due from and due to customers priynafiresent differences between the book and tsis o net utility
plant in service. We amortize investment tax ceeds reductions to income tax expense over the&sti service lives of
the related properties. Refer to Note %reome Taxewhich provides detailed financial information reldtto our income
taxes.

STOCK-BASED COMPENSATION

We account for stock-based compensation expernseciordance with ASC Topic 718pmpensation—Stock
CompensatiofASC Topic 718) which requires us to measure andgeize stock-based compensation expense in our
financial statements based on the fair value atittte of grant for our share-based awards, whiclide performance
shares, performance units, stock options granteertain employees and shares issued to diredtoasldition, we estimate
forfeitures over the requisite service period whetognizing compensation expense; these estimaggredodically
adjusted to the extent to which actual forfeitutéger from such estimates. Refer to Note 15teck-Based Compensation
for a further discussion of the accounting for stack-based compensation plans.

ASSET RETIREMENT OBLIGATIONS

Washington Gas accounts for its asset retiremdigations (AROSs) in accordance with ASC Subtopi©-4£D,Asset
Retirement and Environmental Obligati—Asset Retirement ObligatiorBur asset retirement obligations include the ¢
to cut, purge and cap our natural gas distributiggstem, remove asbestos and plug storage wellsthporretirement.
These standards require recording the estimatedment cost over the life of the related asseddyyreciating the present
value of the retirement obligation, measured atithe of the asset’s acquisition, and accretingitiglity until it is settled.
There are timing differences between the ARG®ted accretion and depreciation amounts beicgrded pursuant to GAA
and the recognition of depreciation expense faallegset removal costs that we are currently recayén rates. These
timing differences are recorded as a reductiorRegulatory liabilities—Accrued asset removal costsdccordance with
ASC Topic 980. We do not have any assets thaegadly restricted related to the settlement of astement obligations.
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PENSION AND OTHER POST-RETIREMENT BENEFIT PLAN S

In September 2006, the FASB issued Statement afi€ial Accounting Standards (SFAS) No. 1BB)ployers’
Accounting for Defined Benefit Pension and OthestRadirement Plan(part of ASC Topic 715Compensatiop—
Retirement Benefi) , which amended SFAS No. 8Zmployers’ Accounting for PensionSFAS No. 88Employers’
Accounting for Settlements and Curtailments of i@fiBenefit Pension Plans and for Termination Bes), SFAS No. 10¢
Employer’ Accounting for Postretirement Benefits Other Tiamsionsand SFAS 132 (revised 200BEmployers’
Disclosures about Pensions and Other PostretirerBemiefits SFAS No. 158 requires an employer to recognizeee-
funded or under-funded status of a defined bepegt-retirement plan as an asset or liability erbdlance sheet, and to
recognize changes in that funded status in theipeahich the changes occur through other comprsikierincome.
Additionally, upon adoption companies were requiececord the initial impact of SFAS No. 158 ditgt¢o accumulated
other comprehensive income (loss), net of taxeis dimount represents the initial recognition inllaéance sheet of
unrecognized costs associated with actuarial sseand gains, prior service costs and transitiigations which had
previously been presented for disclosure purposhs o

Washington Gas adopted SFAS No. 158 prospectiidgteave September 30, 2007. Almost all costs assed with
Washington Gas’s defined benefit post-retiremeanglhave historically been, and will continue tpreeovered through
Washington Gas’s rates. Therefore, following th&lgnce in SFAS No. 158, upon adoption of SFAS Ni& Washington
Gas established a regulatory asset or liabilityttiermajority of the unrecognized costs or incosepaiated with its defined
benefit post-retirement plans. To the extent treeseunts are not recovered through Washington Gaks, they were
recorded directly to “Accumulated other comprehea$bss, net of taxes.” At September 30, 2007jrtbeemental effect of
applying SFAS No. 158 on our balance sheet waselks\s:

Incremental Effects of Adopting SFAS No. 158

Before After
application of SFAS No. 15¢ Application of
(In thousands SFAS No. 15¢ Adjustments SFAS No. 15¢
Assets:
Regulatory assets—Pension and other post-retirement
benefits $ 21,68 $ 119,48( $ 141,16:
Prepaid qualified pension benel 70,612 19,41: 90,02t
Liabilities:
Deferred income taxe 298,40: (34,009 264,40(
Accrued pensions and benet 46,15( 153,68. 199,83:
Regulatory liabilities—Pension and other poetiremen
benefits - 19,00¢ 19,00¢
Common shareholder’ equity:
Accumulated other comprehensive loss, net of t (3,399 207 (3,197)

Refer to Note 10—Pension and Other Post-Retirement Benefit Pfanglisclosures regarding the funded status of
Washington Gas'’s defined benefit post-retiremeangl

ACCOUNTING STANDARDS ADOPTED IN FISCAL YEAR 20 09

Subsequent Events.In May 2009, the FASB issued SFAS No. 186hbsequent Evenfisow included in ASC Topic
855, Subsequent EventsSFAS No. 165 establishes general standardscoiuating for and disclosure of events that occur
after the balance sheet date but before finantgments are issued or are available to be isSAS No. 165 does not
apply to the accounting for and disclosure of sgbeat events addressed in other generally acceptainting principles.
Effective June 30, 2009, we adopted SFAS No. 168i&zlosures of events or transactions not withéxscope of other
applicable GAAP. Refer to Note 17-Subsequent Everfisr the required disclosure under this standard.

Fair Value. In April 2009, the FASB issued FASB Staff Positig-SP) No. FAS 107-1 and APB 28tterim
Disclosures about Fair Value of Financial Instrunt&(now part of ASC Topic 825;inancial Instruments) FSP
FAS 107-1 and APB 28-1 amends SFAS No. 107 to reqlisclosures about fair value of financial instants for interim
reporting periods. This rule also amends Accounfinigciples Board (APB) Opinion No. 28 to requiisabsures about fe
value of financial instruments in summariz
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financial information at interim reporting periodshis guidance was effective for us on June 3092&@fer to Note 14—
Fair Value of Financial Instrumenfor the required disclosure under this standard.

Effective October 1, 2008, we adopted SFAS No. Fait, Value Measurementsow part of ASC Topic 82@air
Value Measurements and Disclosurga$ amended, for our financial assets and ligslitSFAS No. 157 defines fair value,
establishes a framework for measuring fair valuBAAP and expands disclosures about fair value oreasents.
SFAS No. 157 applies under other accounting procements that require or permit assets or liakliteebe measured at
fair value, and does not require any new fair vahgasurements. Additionally, SFAS No. 157 requiedospective
application to financial instruments that were nuged at fair value upon initial recognition at thensaction price. Upon
adoption, the differences between the carrying artsoand the fair values of these instruments weregnized as a
cumulative-effect adjustment to the opening balasfaetained earnings or other appropriate compnainet assets. As a
result, WGL Holdings recorded a pre-tax $1.7 millcumulative-effect adjustment ($1.0 million aftax) to increase the
opening balance of retained earnings. AdditionaNashington Gas recorded a $4.7 million cumulagffect adjustment to
the opening balance of regulatory assets, as tlifeeences relate to gas costs that will be recaivie from customers.
Refer to Note 14—Fair Value of Financial Instrumenter the required disclosures under this standard.

In October 2008, the FASB issued FSP No. FAS 197e8¢rmining the Fair Value of a Financial Asset \Wltlee
Market for That Asset Is Not Acti. This FSP clarifies the application of SFAS No7 15 a market that is not active and
provides an example to illustrate key considerationdetermining the fair value of a financial dsgken the market for th
asset is not active. This standard was implementednjunction with our implementation of SFAS Né&7.

In April 2009, the FASB issued FSP No. FAS 15Défermining Fair Value When the Volume and Levédaiivity for
the Asset or Liability Have Significantly Decreasedl Identifying Transactions That are Not OrddigP
FAS 157-4). This FSP provides additional guidaroresktimating fair value in accordance with SFAS Mo/ when the
volume and level of activity for the asset or llapihave significantly decreased, and for identify circumstances that
indicate a transaction is not orderly. This FSRinex$ disclosure, in interim and annual periodshefinputs and valuation
techniques used to measure fair value and a discustchanges in valuation techniques and relatpdts, if any, during
the period. The guidance in this FSP was effedtiveis on June 30, 2009. Refer to Note 1Bair Value of Financial
Instrumentsfor the required disclosure under this standard.

Derivative Instruments. In March 2008, the FASB issued SFAS No. 1Bikclosures about Derivative Instruments ¢
Hedging Activities, an amendment of FASB Stateieni133(now part of ASC Topic 81%)erivatives and Hedging)
SFAS No. 161 establishes, among other things, idetodure requirements for derivative instrumemts for hedging
activities. This statement requir@s qualitative disclosures about how and why we uswaléve instruments(ii) how
derivative instruments and related hedged itemaeceunted for; angii) how derivative instruments and related hedged
items affect our financial position, financial pemhance, and cash flows. SFAS No. 161 was effeébtivas on January 1,
2009. Refer to Note 5-Berivative and Weather-Related Instrumefotsthe required disclosures under this standard.

In April 2007, the FASB issued FSP No. FIN 39Amendment of FASB Interpretation No..3%his FSP amends
FIN 39, Offsetting of Amounts Related to Certain Contrattsreplace the terms “conditional contracts” &xtchange
contracts” with the term “derivative instruments’ @efined in SFAS No. 133ccounting for Derivative Instruments and
Hedging Activities, as amended. Additionally, it permits a reportmgity to offset the fair value amounts recognifmdhe
right to reclaim cash collateral or the obligattorreturn cash collateral against fair value amsuatognized for derivative
instruments executed with the same counterpartentig same master netting arrangement. The gwedartbis FSP was
effective for us on October 1, 2008. As a resulhefimplementation of this standard, we net tlieviaue recorded for eac
of our cash collateral positions against the niet@ue amounts recorded for the associated dérevanstruments executed
under the same master netting arrangement. Thersrwematerial effects on prior periods. At Septen®D, 2009, and
September 30, 2008, WGL Holdings had collateratirables totaling $34.6 million and $400,000, resipely, which were
not eligible to be offset under master netting mgeaments. This collateral reflects lower marketgsifor energy, compared
to the contracted purchase price of energy suppsL Holdings had no collateral payables outstagdit either
September 30, 2009 or September 30, 2008. Washiiigsis had no collateral receivables or payablesrumdster netting
arrangements at either September 30, 2009 or Sbpte30, 2008. Refer to Note 5Berivative and Weather-Related
Instrumentdor other required disclosures under this standard.

Accounting Standards Codification.In June 2009, the FASB issued Accounting Stargdaiptate (ASU)
Topic 105—Generally Accepted Accounting Principlésrendments Based on SFAS No. 168—The FASB Acegpuntin
Standards Codification and the Hierarchy of Genlgrélccepted Accounting Principles (ASO)he ASC is now the single
source of authoritative U.S. GAAP recognized byRA&B, replacing all previous U.S. GAAP. The Cathfion does not
change U.S. GAAP, however
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significantly changes the way in which the accaugpliterature is organized. The adoption of thamsliard did not have a
material effect on our consolidated financial stetats.

OTHER NEWLY ISSUED ACCOUNTING STANDARDS

Post Retirement Benefits.In December 2008, the FASB issued FSP FAS 132(Ejnployers’ Disclosures about
Postretirement Benefit Plan Ass(FSP FAS 132(R)-1), now part of ASC Topic 715-2048SP FAS 132(R)-1 contains
amendments to ASC Topic 715 that are intended poaxe disclosures of postretirement benefit plasetss This ASU
requiresyi) increased disclosure on how investment allocatasisions are made, including the factors that arénent to
an understanding of investment policies and stiase(ii) the major categories of plan asséii§); the inputs and valuation
techniques used to measure the fair value of faetsfiv) the effect of fair value measurements using sigaift
unobservable inputs on changes in plan assethdqgudriod andv) significant concentrations of risk within plan assé& SF
FAS 132(R)-1 is effective for us on September 30,@ We are currently evaluating the possible e¢féthis standard on
our consolidated financial statements.

Fair Value. In February 2008, the FASB issued FSP No. FASZ Tffective Date of FASB Statement No. (B3P
FAS 157-2), now part of ASC Topic 820-10-55. Th&&H~was adopted on October 1, 2008 in conjunctidim @r
implementation of ASC 82®air Value Measurements and DisclosurésSC 820-10-55, delays the effective date of ASC
820 for the Company by one year (October 1, 2000hbn-financial assets and non-financial liakabti except for items
that are recognized or disclosed at fair valud@financial statements on a recurring basis. Wearrently evaluating the
possible effect on our consolidated financial steets of applying ASC Topic 820-10-55 to our namaficial assets and
liabilities.

In August 2009, the FASB issued ASU 2009-Bair Value Measurements and Disclosures—Measuriagilities at
Fair Value(ASU Topic 820-10). This ASU provides amendmentSuabtopic 820-10Fair Value Measurements and
Disclosure—Overall,for the fair value measurement of liabilities. A8R0-10 provides clarification that in circumstances
in which a quoted price in an active market forittentical liability is not available, a reportiegtity is required to measure
fair value using(i) a valuation technique that uses the quoted pri¢keoidentical liability when traded as an asset, o
quoted prices for similar liabilities or similaabilities when traded as assetgigr another valuation technique that is
consistent with the principles of Topic 820. ASUpi®820-10 is effective for us on October 1, 208& are currently
evaluating the possible effect of this standar@wnconsolidated financial statements.

Other. In December 2007, the FASB issued SFAS No. Madcontrolling Interests in Consolidated Financial
Statements, an Amendment of ARB NoSEAS No. 160 establishes accounting and reportargdards for the non-
controlling interest in a subsidiary and for thealesolidation of a subsidiary. ASC Topic 810-10i68&ffective for us on
October 1, 2009. We are currently evaluating thesjtade effect of this standard on our consolidditgghcial statements.

2. ACCOUNTS PAYABLE AND OTHER ACCRUED LIABILITIES

The tables below provide details for the amounttuhed in “Accounts payable and other accruedlligds” on the
balance sheets for both WGL Holdings and Washin@as.

WGL Holdings, Inc.

September 3(
(In thousands 2009 2008
Accounts payab—trade $174,09¢ $ 204,28:
Employee benefits and payroll accru 28,81 22,82
Other accrued liabilitie 10,61¢ 16,01%
Total $213,52¢ $ 243,12
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Washington Gas Light Company

September 3(
(In thousands 2009 2008
Accounts payab—trade $ 90,63( $ 131,63
Employee benefits and payroll accru 26,53( 20,63:
Other accrued liabilitie 8,13t 13,79¢
Total $125,29! $ 166,06!

3. SHORT-TERM DEBT

WGL Holdings and Washington Gas satisfy their stemn financing requirements through the sale of mential pape
or through bank borrowings. Due to the seasonalreaif the regulated utility and retail energy-n&titkg segments, short-
term financing requirements can vary significamhlying the year. We maintain revolving credit agneats to support our
outstanding commercial paper and to permit shont-teorrowing flexibility. Our policy is to maintaibank credit facilities
in an amount equal to or greater than our expeti@dmum commercial paper position. The followingisummary of our
committed credit available at September 30, 2009.

Committed Credit Available (In millions)
WGL Holdings Washington Ga

Committed credit agreemer

Unsecured revolving credit facility, expires Aug8s2012(@) $ 400.( $ 300.(
Total committed credit agreemel 400.( 300.(
Less: Commercial Pap (59.0 (124.9
Net committed credit availab $ 341.( $ 175.2

(@ Both WGL Holdings and Washington Gas have the tighéquest extensions with the be’ approval. WGL Holdings’ revolving credit facilifyermits
it to borrow an additional $50 million, with the bks’ approval, for a total of $450 million. Washtog Gas'’s revolving credit facility permits it to
borrow an additional $100 million, with the bar approval, for a total of $400 millior

At September 30, 2009 and September 30, 2008, W@tihys and its subsidiaries had outstanding npdgsble in thi
form of commercial paper and/or bank loans fronoheing credit facilities of $183.8 million and $2D1million,
respectively. Of the outstanding notes payablerfzg@lat September 30, 2009, all borrowings werberfarm of commercii
paper in the amount of $59.0 million issued by Wigtldings and $124.8 million issued by Washingtors G&t
September 30, 2009 there were no outstanding lmeams Ifrom WGL Holdings’ or Washington Gas'’s revotyicredit
facilities. Of the outstanding notes payable bataatcSeptember 30, 2008, $23.0 million and $231llimwas commercie
paper issued by WGL Holdings and Washington Gapestively. In addition, WGL Holdings had $17.0lmih in
outstanding bank loans under its revolving credfiility and there were no outstanding bank loaosfkVashington Gas'’s
revolving credit facility.

Depending on the type of borrowing option chosetleurour revolving credit facilities, loans may bederest at
variable rates based on the Eurodollar rate, thledniof the prime lending rate or the Fed Fundsctffe rate, or at a
competitive rate determined through auction. WGLdHms and Washington Gas may elect to have theipal balance of
the loans outstanding at maturity continue as mwolving term loans for a period of one year frdma maturity date. An
additional 0.25% premium shall be applied to theipg of the non-revolving term loans. Facility $eeelated to these
revolving credit facilities for both companies &@sed on the long-term debt ratings of Washingtas. G the event the
long-term debt of Washington Gas is downgradedvbelertain levels, WGL Holdings and Washington Gasild be
required to pay higher facility fees.

During fiscal year 2009, Washington Gas had fiveropredit agreements with commercial banks thahijteed
Washington Gas to borrow up to $125 million. Depegan the type of borrowing option chosen, loarsy tvear interest ¢
variable rates based on the Eurodollar rate ohidjeer of the prime lending rate or the Fed Furftictve rate plus a
margin, or a combination thereof.
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During the fiscal year ended September 30, 200%Higton Gas did not borrow from any of the cregiteements. As of
September 30, 2009, each of the five credit agraetes expired.

Under the terms of our credit agreements, the ddtamnsolidated financial indebtedness to constdid total
capitalization can not exceed 0.65 to 1.0 (65.0#6addition, WGL Holdings and Washington Gas acpieed to inform
lenders of changes in corporate existence, finhnoraditions, litigation and environmental warrastithat might have a
material adverse effect. The failure to inform kxeders’ agent of changes in these areas deemediahét nature might
constitute default under the agreements. Additign®/GL Holdings’ or Washington Gas'’s failure toyparincipal or
interest when due on any of its other indebtednessbe deemed to be a default under our credieatgats. A default, if
not remedied, may lead to a suspension of furtteard and/or acceleration in which obligations bezammediately due
and payable. At September 30, 2009, we were in tamge with all of the covenants under our revadvaredit facilities.

4. LONG-TERM DEBT

FIRST MORTGAGE BONDS

The Mortgage of Washington Gas dated January 13 (id8rtgage), as supplemented and amended, seamingirst
Mortgage Bonds (FMBSs) it issues, constitutes adfliien on substantially all property and franckisevned by Washington
Gas, other than a small amount of property thekmessly excluded. Washington Gas had no debtamalisig under the
Mortgage at September 30, 2009 and 2008. Any FNMBEmay be issued in the future will represent mel@éness of
Washington Gas.

SHELF REGISTRATION

At September 30, 2009, Washington Gas had the tgpaaer a shelf registration to issue up to $@54illion of
additional MTNSs.

UNSECURED MEDIUM-TERM NOTES

Washington Gas issues unsecured MTNs with indiViterens regarding interest rates, maturities afidocaut options
These notes can have maturity dates of one or yeanes from the date of issuance. At September @9 2nd 2008,
outstanding MTNs were $639.0 million and $664.0ionl, respectively. At September 30, 2009 and 2888 weighted
average interest rate on all outstanding MTNs wé2% and 5.95%, respectively.

The indenture for these unsecured MTNs provideSWashington Gas will not issue any FMBs undeMtetgage
without securing all MTNs with the Mortgage.

Certain of Washington Gas’s outstanding MTNs hapeteoption. Certain other MTNs have a make-whaléfeature
that pays the holder a premium based on a sprezdioe yield to maturity of a U.S. Treasury seguinidving a comparable
maturity, when that particular note is called bydhiagton Gas before its stated maturity date. \tfighexception of this
make-whole call feature, Washington Gas is notirequo pay call premiums for calling debt priorthe stated maturity
date.

The table below shows MTN issuances and retirenfenthe years ended September 30, 2009 and 2008.
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MTN Issuances and Retirement:

Interes Nominal
(In millions) Principa Rate Maturity Date
Year Ended September 30, 2(
Issuances
12/5/200€ $ 50.C 7.46% 12/5/201¢
Total $ 50.C
Retirements
10/21/200¢ $ 5.C 5.49% 10/21/200:
10/21/200¢ 20.C 5.49% 10/21/200:
7/9/2009 10.C 6.92% 7/9/200¢
7/9/2009 10.C 6.92% 7/9/200¢
7/9/2009 10.C 6.92% 7/9/200¢
7/9/2009 7.2 6.92% 7/9/200¢
7/9/2009 12.€ 6.92% 7/9/200¢
Total $ 75.C
Interes Nominal
(In millions) Principa Rate Maturity Date
Year Ended September 30, 2(
Issuances
8/26/200¢ $ 50.C 3.61% 08/26/201(@)
Total $ 50.C
Retirements
8/11/200¢ $ 12.1 6.60% 8/11/2008
8/12/200¢ 3.C 6.61% 8/12/2008
8/18/200¢ 3.5 6.55% 8/18/200¢8
8/18/200¢ 1.5 6.51% 8/18/2008
Total $ 20.1

@ Floating rate MTN at 80 basis points over 3-month LIBOR with a call option at 100 percenpaf value to redeem the MTNs on
after February 26, 2009. Interest rate resets gedyton November, February, May, and August 26acheyear until maturity
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LONG-TERM DEBT MATURITIES

Maturities of longterm debt for each of the next five fiscal yeard Hrereafter as of September 30, 2009 are summnd
in the following table.

Long-Term Debt Maturities @

(In millions) MTNs Other®) Total

20100 $ 82t $ 01 $ 82.€
2011 30.C 0.1 30.1
2012 77.C 0.1 77.1
2013 - - -
2014 67.C - 67.C
Thereafte 382.t - 382.f
Total (before project debt financin 639.( 0.3 639.:
Project debt financin(@) - 5.1 5.1
Total 639.( 5.4 644..
Less: current maturitie 82.t 0.1 82.€
Total nor-current $ 556.£ $ 53 $561.¢

@ Excludes unamortized discounts of $43 thousaneptegber 30, 200!
() Includes the current portion of capital lease ohbtigns.
(© Assumes the exercise of a put option by the MTMNrdetlers of $8.5 million in 201!

(@) Project debt financing is anticipated to be a -cash extinguishment. Refer to Note 13—CommitnagatContingencies for a furthe
discussion of this construction project financi

5. DERIVATIVE AND WEATHER -RELATED INSTRUMENTS

DERIVATIVE INSTRUMENTS

To the extent that the information below is beiggbsed under the requirements of SFAS No. 16 (nart of ASC
Topic 815,Derivatives and Hedging)no prior period information is presented. Under standard, only information after
the date of implementation, January 1, 2009, isired to be disclosed. Therefore, only SeptembefB09 balances are
being disclosed for the balance sheet informatiah anly activity for the nine month period endezp&mber 30, 2009 is
being disclosed for the income statement infornmatio

Regulated Utility Operations

Washington Gas enters into physical and finan@atracts related to the sale and purchase of dajasahat qualify as
derivative instruments and are accounted for uAGE Topic 815. Additionally, from time to time, Whaegton Gas utilize
derivative instruments that are designed to mingntiie risk of interest-rate volatility associatethvplanned issuances of
debt. These derivative instruments are recordéairatalue on our balance sheet and Washingtondas not designate
any derivatives as hedges under ASC Topic 815. igsin Gas’s derivative contracts relate(tp: Washington Gas' asse
optimization program(ii) managing price risk associated with the purchagmsfto serve utility customers afiig)
managing interest rate risk.

Asset Optimization. Washington Gas optimizes the value of its lb@gn natural gas transportation and storage ca
resources during periods when these resourceoaileimg used to physically serve utility custom&pecifically,
Washington Gas utilizesi) its transportation capacity assets to benefit ffamorable natural gas price differentials
between different geographic locations 4ifd its storage capacity assets to benefit from faverahtural gas price
differentials between different time periods. Astyd this asset optimization program, Washingtas @nters into physical
and financial derivative transactions in the forhficswards, swaps and option contracts to lockperating margins that
Washington Gas will ultimately realize. Regulatsharing mechanisms in all three jurisdictions altbe profit from these
transactions to be shared between Washington Glhaireholders and customers; therefore, any chamdais value are
recorded through earnings, or as regulatory asséigbilities, to the extent that gains and losaesociated with these
derivative instruments will be included in the stdharged to customers. The derivatives used uhidgprogram are subje
to mark-to-marketaccounting treatment. This treatment may causefiignt perioc-to-period
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volatility in earnings from unrealized gains anddes associated with these valuation changesdqrdtiion of net profits t
be retained for shareholders; however, this vithatiloes not change the locked-in operating martfias Washington Gas
will ultimately realize from these transactions aecordance with ASC Topic 81%ll physically and financially settled
contracts under our asset optimization programregerted on a net basis in the statements of indnrigtility cost of
gas”. Total net margins recorded to “Utility co$tgas” after sharing and management fees associatiedll asset
optimization transactions for 2009 were $12.2 willi

Managing Price Risk. As a part of managing price risk associated wdtimatural gas supply to utility customers,
Washington Gas enters into forward contracts, aptantracts, financial swap contracts and othetraots that are
accounted for as derivative instruments. Any gaims losses associated with these derivatives aoeded as regulatory
liabilities or assets, respectively, to reflect thee treatment for these economic hedging aaiviti

Managing Interest Rate Risk.Washington Gas utilizes derivative instrumentsrfitime to time that are designed to
minimize the risk of interest-rate volatility asgted with planned issuances of debt securitiey. gains and losses
associated with these types of derivatives arerdecbas regulatory liabilities or assets, respebtivand amortized in
accordance with regulatory requirements, whiclygscglly over the life of the newly issued debt.

Non-Utility Operations

WGEServices enters into certain derivative congrastpart of managing the price risk associateld thé sale and
purchase of natural gas and electricity to itsiretesstomers. These derivatives may cause sigmifica
period-to-period volatility in earnings; howevdrig volatility will not change the operating margithat WGEServices will
ultimately realize from the sales to its customBmyrivative instruments are recorded at fair valneur consolidated
balance sheets. WGEServices does not designatedbesatives as hedges under ASC Topic 815; thexrethanges in the
fair value of these derivative instruments areaet#d in the earnings of our retail energy-markesegment.

Consolidated Operations

Reflected in the tables below is information for WBoldings as well as Washington Gas. The infororafor WGL
Holdings includes derivative instruments for botladhington Gas and WGEServices.

At September 30, 2009, the absolute notional ansoeinbur derivatives are as follows.

Absolute Notional Amounts
of Open Positions on Derivative Instruments

Notional Amounts

Derivative transactions WGL Holdings Washington Ga
Natural Gas (In millions of therms
Asset Optimizatior 1,445.¢ 1,445.¢
Retail sale: 4.C -
Other risk-management activitie 477 301.7
Electricity (in kWhs)
Retail sale: 2,057.( -
Other risk-management activitie 6,006.( -
Interest Rate swaps(notional amount in millions $ 24.C $ 24.C
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The following tables present the balance sheesifieation for all derivative instruments.

WGL Holdings, Inc.
Balance Sheet Classification of Derivative Instrummets
As of September 30, 200

(In millions)
Derivative Derivative  Netting of
Balance Sheet locatiot Assets Liabilities Collateral Total
Other current asse $ 23.€ $ (7.8 $ = $ 15.¢
Deferred charges and other as—other 13.2 (5.9 - 7.€
Other current liabilitie(@ 5.4 (26.0) 1.4 (19.2)
Deferred credit—other 24.4 (48.0 3.7 (19.9
Total $ 66.€ $ (872 % 5.1 $(15.5)
Washington Gas Light Company
Balance Sheet Classification of Derivative Instrumets
As of September 30, 200
(In millions)
Derivative Derivative  Netting of
Balance Sheet locatiol Assets Liabilities Collateral Total
Other current asse $ 19.1 $ (76 $ = $11.5
Deferred charges and other as—other 8.C (5.9 - 2.€
Other current liabilitie(@ 2.6 (8.5) - (5.6
Deferred credit—other 23.¢ (27.5) - (3.6
Total $ 53.¢ $ (49.0 % = $ 4.¢

@ Includes liability for interest rate swaps of $0rifllion.

The following tables present all gains and lossseaated with derivative instruments for the nimenths ended
September 30, 2009.

Gains and Losses on Derivative Instrument
Nine Months Ended September 30, 20C

(In millions) WGL Holdings Washington Ga
Recorded to incom
Operating revenu—nor-utility $ 87 $ -
Utility cost of gas 0.1 0.1
Non-utility cost of energ-related sale (19.9) -
Recorded to regulatory ass
Gas cost: (6.€) (6.€)
Other® (0.4 (0.4
Total $ (359 % (6.9

@ Represents net loss from interest rate sw

Certain of Washington Gas’s derivative instrumemistain contract provisions that require collatéoabe posted if the
credit rating of Washington Gas’s debt falls belmrtain levels. Certain of WGEServices derivativetiuments contain
contract provisions that require collateral to bstpd if the credit rating of WGL Holdings fallslbe certain levels or if
counterparty exposure to WGEServices exceeds aircdégivel. Due to counterparty exposure level§egitember 30, 2009,
WGEServices’ posted $5.1 million of collateral tethto its derivative liabilities that containeedit-related contingent
features. Washington Gas was not required to postallateral at September 30, 2009. The followtaigle shows the
aggregate fair value of all derivative instrumenith credit-related contingent features that ara Irability position, as well
as the maximum amount of collateral that woulddwpuired to be
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posted related to the net fair value of our deiveginstruments if the most intrusive credit-risated contingent features
underlying these agreements were triggered on Bdyaie30, 2009.

Potential Collateral Requirements for Derivative Liabilities
with Credit -risk-Contingent Features

(In millions) WGL Holdings  Washington Ge
Derivative liabilities with cred-risk-contingent feature $ 67 % 38.¢
Maximum potential collateral requiremel 29.C 3.1

Neither Washington Gas nor WGEServices entersdativative contracts for speculative purposes.

Concentration of Credit Risk

Both Washington Gas and WGEServices are exposedit risk associated with agreements with whdéesa
counterparties that are accounted for as derivaisteuments. We have credit policies in place #ratdesigned to mitigate
credit risk associated with wholesale counterpsuttieough a requirement for credit enhancementadirgy, but not limited
to, letters of credit, parent guarantees and cakfiteral when deemed necessary. For certain copartées or their
guarantors that meet this policy’s credit worthiesteria, both Washington Gas and WGEServicestgnasecured credit
which is continuously monitored. Additionally, cagreements with wholesale counterparties contatingeprovisions
which allow the receivable and payable exposurgedito each counterparty to be offset. At Septerd@£2009, four
counterparties each represented over 10% of Wasirgas's credit exposure to wholesale derivatoumnterparties, for a
total credit risk of $12.1 million related to thoeir counterparties. WGEServices did not havesgyificant
concentrations of credit risk associated with itolesale counterparties at September 30, 2009.

WEATHER-RELATED INSTRUMENTS

Regulated Utility Operations

On October 1, 2008, Washington Gas purchased dddheating degree day (HDD) derivatives to proteginst
variations from normal weather in the District afl@mbia from October 1, 2008 through Septembe2809. During fiscal
year 2008, Washington Gas also purchased weathetaince to protect against war-than normal weather in the District
of Columbia.

During the fiscal year 2009, Washington Gas read@alpre-tax loss of $3.3 million including amortipa expense,
related to its weather derivatives as a resulbfer-than-normal weather. For the fiscal year 208shington Gas
recorded a pre-tax benefit, net of premium costslaok-back provision, of $1.1 million, relatedits insurance policy as a
result of the warmer-than-normal weather. Duringfikcal year ended September 30, 2007, Washir@ssnrecorded a pre-
tax expense of $3.6 million related to both its theainsurance policy and weather derivative assalt of colder-than-
normal weather. Benefits and expenses associatbdMashington Gas’s weather-related instrumentser@rded to
“Operation and maintenance” expense.

On September 21, 2009, Washington Gas executedandérivative contract to manage its exposure t@atians from
normal weather in the District of Columbia duringchl year 2010. This derivative contract resulted premium payment
to Washington Gas of $2.1 million recognized onlibkance sheet as a liability.

Non-Utility Operations

WGEServices utilizes weather-related derivativesrianaging the financial effects of weather riSksese derivatives
cover a portion of WGEServices’ estimated revenuenergy-related cost exposure to variations inihgar cooling
degree days. These contracts provide for paymemGa Services of a fixed-dollar amount for every egday over or
under specific levels during the calculation periephending upon the type of contract executed. WEBESS recorded a
pre-tax benefit of $1.6 million and amortizatiorperse of $2.4 million related to these derivativefiscal year 2009. For
fiscal year 2008, WGEServices recorded a pre-taefiteof $1.3 million and amortization expense af@million related to
these derivatives. For fiscal year 2007, WGESesvieeorded amortization expense of $1.7 millioates to these
derivatives.
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6. COMMON STOCK — WGL HOLDINGS

COMMON STOCK OUTSTANDING
Shares of common stock outstanding were 50,14348419,916,883 at September 30, 2009 and 2008catasye.

COMMON STOCK RESERVES

At September 30, 2009, there were 3,390,670 aubrbut unissued, shares of common stock reseneer the
following plans.

Common Stock Reserves

Reserve for Number of Share
1999 Incentive compensation pl@) 426,06:
Omnibus incentive compensation p®) 1,700,00!
Dividend reinvestment and common stock purchase 607,83(
Employee savings plai 637,19¢
Directors stock compensation plz 19,58
Total common stock reserv 3,390,67!

@ Included are shares that potentially could be issaed that would reduce the 1999 Incentive Compé@ns®&lan shares authorized. These sh:
include 846,207 shares dedicated to stock optissisad but not exercised, and 91,171 shares deditaggerformance shares granted but not veste
stock options exercised or performance shares destder this Plan exceed amounts in reserve, WAHikgs may settle these obligations in cash.
Effective March 1, 2007, no further awards willgranted under the 1999 Pla

() Effective March 1, 2007, WGL Holdings adopted arshalde-approved Omnibus Incentive Compensation Plan pta on a prospective basis the
1999 Plan. Included are shares that potentiallylddee issued and that would reduce the Omnibusniinge Compensation Plan shares authorized.
These shares include 186,725 shares dedicatedtorpeance shares granted but not ves

Refer to Note 11-Stock-Based Compensatifim a discussion regarding our stock-based compiensalans.

7. PREFERRED STOCK

Washington Gas has three series of cumulative peefestock outstanding, and each series is sutgjgetlemption by
Washington Gas. All three series have a dividerdigpence that prohibits Washington Gas from dewngaind paying
dividends on shares of its common stock unlessldivds on all outstanding shares of the prefermkdtave been fully
paid for all past quarterly dividend periods. Ird#in, all outstanding shares of preferred stogkeha preference as to the
amounts that would be distributed in the event lidEdation or dissolution of Washington Gas. Takowing table
presents this information, as well as call pricasefach preferred stock series outstanding.

Preferred Stock

Preferrec Liguidation Preferenc
Series Shares Per Shart Call Price
Outstanding Outstanding Involuntary Voluntary Per Shart
$4.80 150,00( $10C $101 $101
$4.25 70,60( $10C $10E $10E
$5.00 60,00( $10C $102 $102
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8. EARNINGS PER SHARE

Basic earnings per share (EPS) is computed byidiyidet income by the weighted average number wincon shares
outstanding during the reported period. Diluted BBSumes the issuance of common shares pursugtntiebased
compensation plans at the beginning of the appkcpériod unless the effect of such issuance wbaldnti-dilutive (refer
to Note 11—Stock-Based CompensatipriThe following table reflects the computationoofr basic and diluted EPS for the
fiscal years ended September 30, 2009, 2008 and 200

Basic and Diluted EPS

Years Ended September .

(In thousands, except per share de 2009 2008 2007
Basic earnings per average common shar
Net Income applicable to common stc $120,37. $116,52: $107,90(
Average common shares outstan—basic 50,10¢  49,60:  49,17:
Basic earnings per average common s $ 24C $ 235§ 2.1¢
Diluted earnings per average common share
Net Income applicable to common stc $120,37. $116,52. $107,90(
Average common shares outstan—basic 50,10¢ 49,607 49,17:
Stocl-based compensation pla 27¢ 30& 20E
Total average common shares outstar—diluted 50,38: 49,91: 49,37:
Diluted earnings per average common sl $ 23¢$ 232 ¢ 21¢

For the fiscal years ended September 30, 2009 @08, 2ve did not exclude any weighted average audtg stock
options from the calculation of diluted EPS. Far flscal years ended September 30, 2007, we haghteei average stock
options outstanding totaling 398,000 shares, whiere not included in the calculation of diluted E&Xheir effect would
be anti-dilutive.

9. INCOME TAXES

Washington Gas adopted the provisions of FIN 48v(part of ASC Topic 740ncome Taxeyon October 1, 2007. As
result of the implementation, Washington Gas rezasghno change in our recorded assets or liatslftie unrecognized
income tax benefits. As of September 30, 2009 &@B2we did not have a liability for unrecognized benefits, and we «
not anticipate that this will change materially idgrthe next year.

Washington Gas recognizes any accrued interestiagso with uncertain tax positions in interestenge and
recognizes any accrued penalties associated withriain tax positions in other expenses in theestahts of income.
During the fiscal year ended September 30, 2002808, we did not recognize any expense for intenepenalties on
uncertain tax positions, and do not have any ansoatrued as of September 30, 2009 and 2008, tasghecfor the
payment of interest and penalties on uncertaimptesktions.

We file consolidated federal and District of Columbeturns and various state income tax returnsak#eno longer
subject to income tax examinations by the InteR&lenue Service for years before September 30, Ztantially all
state income tax years in major jurisdictions dosexd for years before September 30, 2005.

We file a consolidated federal income tax returrisMHoldings and each of its subsidiaries also pigdite in a tax
sharing agreement that establishes the methodldaating tax benefits from losses to various sdiasies that are utilized
on a consolidated federal income tax return. lodliyear 2009, Washington Gas realized $534,0@@xo$avings from this
tax sharing agreement that was reflected as ada&fth on Washington Gas’s Statements of Incomeinguiscal years
2008 and 2007, Washington Gas realized $1.2 milioch $1.5 million, respectively, of tax savingsaagsult of this tax
sharing agreement. The effect of this allocatiobafefits to Washington Gas has no effect on onsadalated financial
statements. State income tax returns are filed separate
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company basis in most states where we have opesadiod/or a requirement to file. For the DistricColumbia, we file a
consolidated return.

The tables below provide the following for WGL Huolds and Washington Ga§) the components of income tax
expense(ii) a reconciliation between the statutory federal inedax rate and the effective income tax rate(@ndthe
components of accumulated deferred income taxsasetliabilities at September 30, 2009 and 2008.

WGL Holdings, Inc.
Components of Income Tax Expens

Years Ended September :

(In thousands 2009 2008 2007
INCOME TAX EXPENSE
Current:
Federa $ 4,637 $54,68! $53,91¢
State 6,142 9,84( 10,25:
Total curreni 10,77¢ 64,52! 64,16
Deferred:
Federa
Accelerated depreciatic 46,33: 5,57¢ 4,52¢
Other 14,28( (3,829 (3,155
State
Accelerated depreciatic 3,88( 2,351] 2,30z
Other 2,91( 1,75¢ 3,19(C
Total deferrec 67,40: 5,86: 6,86¢
Amortization of investment tax cred (90€) (895) (89€)
Total income tax expen: $77,27¢  $69,49. $70,13i
WGL Holdings, Inc.
Reconciliation Between the Statutory Federal Incom&ax Rate and Effective Tax Rate
Years Ended September :
(In thousands 2009 2008 2007
Income taxes at statutory federal income tax $69,63¢  35.0% $65,567 35.0% $62,77¢ 35.0(%
Increase (decrease) in income taxes resulting f
Accelerated depreciation less amount defe 2,511 1.2¢ 2,032 1.0¢ 2,42z 1.3t
Amortization of investment tax cred (90€)  (0.4¢) (895)  (0.49 (89€) (0.50
Cost of remova (747  (0.3%) (27¢)  (0.09) (319 (0.19)
State incomdaxe«-netof federal benefi 8,491 4.27 8,01: 4.2¢ 7,97( 4.44
Medicare D subsid (1,872) (0.99 (2,109 (1.19 (2,060 (1.15
Otheritems-net 152 0.0¢ (2,94)  (1.59) 24E 0.14
Total income tax expense and effective tax $77,27¢  38.8%% $69,49. 37.0% $70,137 39.1(%
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WGL Holdings, Inc.

Components of Deferred Income Tax Assets (Liabili&s)

September 3(
(In thousands 2009 2008
ACCUMULATED DEFERRED INCOME TAXES Current Non-current Curreni Non-curren
Deferred Income Tax Assel
Pensions and other p-retirement benefit $ - $ 123,16 $ - $ 63,48¢
Uncollectible account 8,28: - 6,80¢ -
Inventory overhead 6,64¢ - 4,611 -
Capital gains/loss-net 1,96¢ - 1,96¢ -
Valuation allowanct (1,96¢) - (1,966 -
Employee compensation and bene 5,25¢ 26,707  4,96( 22,76¢
Customer advance - 3,76 - 4,27¢
Other 2,47 464 - -
Total asset 22,66 154,09¢ 16,38( 90,53:
Deferred Income Tax Liabilitie!
Accelerated depreciation and other plant relatet$ - 332,55: - 281,80(
Losses/gains on reacquired d - 2,28 - 2,49¢
Income taxes recoverable through future r - 139,73: - 72,88(
Deferred gas cos 27,81¢ 3,03C 8,13t 3,772
Other - - 62¢ 1,811
Total liabilities 27,81¢ 477,60. 8,76/ 362,75¢
Net accumulated deferred income tax assets (liagsi) $ (5,155 % (323,509 $ 7,61€ $ (272,22)

Washington Gas Light Company
Components of Income Tax Expens

Years Ended September :

(In thousands

2009 2008 2007

INCOME TAX EXPENSE

Current:
Federa $(4,96€) $45,66: $44,94:
State 2,86¢ 6,37¢ 6,19¢
Total current (2,099 52,041 51,14
Deferred:
Federa
Accelerated depreciatic 46,01¢ 5,54¢ 4,52z
Other 15,82 2,314 (5,19¢)
State
Accelerated depreciatic 3,87¢ 2,351 2,30z
Other 3,28¢ 3,344 2,62(

Total deferrec

69,00¢ 13,55¢ 4,24¢

Amortization of investment tax cred

(897) (899 (899

Total income tax expen:

$66,01¢  $64,707  $54,49'
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Washington Gas Light Company
Reconciliation Between the Statutory Federal Incom&ax Rate and Effective Tax Rate
Years Ended September :
(In thousands 2009 2008 2007

Income taxes at statutory federal income tax $60,41. 35.0% $62,61: 35.0% $50,74¢ 35.0(%
Increase (decrease) in income taxes resulting f
Accelerated depreciation less amount defe 2,511 1.4t 2,032 1.1z 2,42 1.67
Amortization of investment tax cred (893 (0.52 (899  (0.50 (893 (0.62
Cost of remova (747  (0.43) (a7¢)  (0.10 (319 (0.29
State incomdaxe«-netof federal benefi 7,01C 4.0¢€ 7,54¢ 4.2z 6,11¢ 4.2z
Consolidated tax sharing allocati (534 (0.3)) (1,296 (0.67) (1,487  (1.02)
Medicare D subsid (1,865  (1.0%) (2,100 (1.19) (2,039 (1.4)
Otheritems-net 12t 0.07 (3,116 (1.79 (58) (0.09
Total income tax expense and effective tax $66,01¢  38.246 $64,707  36.19% $54,497 37.5%
Washington Gas Light Company
Components of Deferred Income Tax Assets (Liabili&s)
September 3(
(In thousands 2009 2008

ACCUMULATED DEFERRED INCOME TAXES Current Non-current Current Non-curren

Deferred Income Tax Asse!

Pensions and other p-retirement benefit $ - $ 12241 % -$ 63,07¢
Uncollectible account 7,33¢ - 6,24¢ -
Inventory overhead 6,64¢ - 4,61 -
Employee compensation and bene 5,16¢ 23,26: 4,93/ 15,917
Customer advance - 3,76: - 4,27¢
Other - - 772 -
Total asset 19,15: 149,44( 16,56¢ 83,261
Deferred Income Tax Liabilitie:
Accelerated depreciation and other plant relatm$ - 331,82: - 281,92¢
Losses/gains on reacquired d - 2,281 - 2,49t
Income taxes recoverable through future r - 139,19: - 72,60¢
Deferred gas cos 27,81¢ 3,03C 8,13t 3,772
Other 61€ 27 - 2,28:
Total liabilities 28,43’ 476,36.  8,13¢ 363,08!
Net accumulated deferred income tax assets (ligsi) $(9,28) % (326,92) $ 8,42¢ $ (279,819

10. PENSION AND OTHER POST-RETIREMENT BENEFIT PLANS

Washington Gas maintains a qualified, trusteed;aantributory defined benefit pension plan (quatifipension plan)
covering substantially all active and vested foremaployees of Washington Gas. The non-contributiefined benefit
pension plan is closed to employees first hiredoafter January 1, 2009 who are covered undetdhective bargaining
agreements with the International Brotherhood dariisters and Office and Professional Employeesnatiemal Union
Local 2 and management employees first hired after July 1, 2009.

Executive officers of Washington Gas also partitgga a non-funded supplemental executive retirérmkm (SERP), a
non-qualified defined benefit pension plan. A ratthst has been established for the potential éutunding of the SERP

liability.
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Washington Gas provides certain healthcare andhigfigrance benefits for retired employees. Subistnall employee
of Washington Gas may become eligible for such tisnéthey attain retirement status while workiftg Washington Gas.
Washington Gas accounts for these benefits unégpritwisions of ASC 715-6@ompensation-Retirement Benefits—
Defined Benefit Plar-Other PostretiremeniVashington Gas elected to amortize the accumupaistiretirement benefit
obligation of $190.6 million existing at the Octolde 1993 adoption date of this standard, knowthagransition obligatiol
over a twenty-year period.

On September 29, 2008, Washington Gas announcedebao post-retirement medical benefits to inaé¢hs sharing
of costs with retirees who elect medical coverdgmgs amendment reduced Washington Gas’s postmting benefit
obligation by $43.8 million at September 30, 2088 will be effective January 1, 2010.

Certain of our subsidiaries offer defined-contribntsavings plans to all eligible employees. Thalsas allow
participants to defer on a pre-tax or after-taxdyasportion of their salaries for investment arious alternatives. We make
matching contributions to the amounts contributg@mmployees in accordance with the specific plavigions. These
contributions to the plans were $3.4 million, $1llion and $2.9 million during fiscal years 20008 and 2007,
respectively.

On July 20, 2009, Washington Gas announced chandghks non-contributory defined benefit pensiompiaintroduce
a new employer-provided retirement benefit underdéfined contribution savings plan for current agement employees.
With the introduction of the new retirement benedifective January 1, 2010, current managementaraes have the
option to either remain in the non-contributoryidetl benefit pension plan or cease participatintpénnon-contributory
defined benefit pension plan and receive an entthoaetribution under the defined-contribution sagmplan. Management
employees hired after July 1, 2009 are not eligiblparticipate in the qualified pension plan.

Washington Gas adopted SFAS No. 158 (now part & ABpic 715) prospectively effective SeptemberZm)7.
Almost all costs associated with Washington Gasfinéd benefit post-retirement plans have histdigideeen, and will
continue to be, recovered through Washington Gas&s. Therefore, following the guidance in ASC i€®80, upon
adoption of ASC Topic 715, Washington Gas estabtish regulatory asset/liability for the substantiajority of the
unrecognized costs/income associated with its ddfrenefit post-retirement plans. To the extergagt@nmounts will not be
recovered through Washington Gas'’s rates they vem@ded directly to “Accumulated other compreheasbss, net of
taxes.” ASC Topic 715 did not change the deternonatf pension and other post- retirement costéeiRe Note 1—
Accounting Policiefor further discussion of the implementation okthtandard.
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Washington Gas uses a measurement date of Sept8thfmrits pension, and retiree healthcare ardififurance
benefit plans. The following table provides certmformation about Washington Gas'’s post-retirentetefits:

Pos-Retirement Benefits

Health and Life
(In millions) Pension Benefi Benefits
Year Ended September & 2009 2008 2009 2008
Change in projected benefit obligatior
Benefit obligation at beginning of ye

$590.5 $680.2 $343.¢ $426.¢

Service cos 8.4 9.8 5.1 8.8
Interest cos 427 39.7 25.C 25.C
Change in plan benefi 1.7 - - (439
Actuarial (gain) los: 76.4  (99.59) 43.7 (52.29)
Retiree contribution - - aL{e 1.0
Medicare part D reimbursemer - 0.7 1.3

(41.6) (40.0 (20.) (22.9)
$678.0 $590.F $399.0 $343.

Benefits paic
Projected benefit obligation at end of yea
Change in plan asset

Fair value of plan assets at beginning of \
Actual return on plan asse

Company contribution

Retiree contribution

Medicare part D reimbursemer

Expense!

Benefits paic

$588.c $740.7 $241¢ $258.1
34 (1149 91 (22.])

2.4 1.8 157  26.8

- - 1c 1.1

- - 07 1.3
(2.4) - - -
(41.6)  (40.0 (20.1) (22.9

Fair value of plan assets at end of year

$550.C $588.2 $248.5 $241.C

Funded status at end of yea (128.0) (2.3 (151.0 (102.09
Total amounts recognized on balance sheet

Prepaid benefit co: - 247 - -
Current liability (20.2) (1.5 - -
Accrued benéefit liability (117.9 (25.5 (151.0 (102.0
Total recognized (128.7) (2.3) (151.00 (102.0

The projected benefit obligation (PBO) and accunealdenefit obligation (ABO) for the qualified péms plan was
$637.2 million and $603.9 million, respectively,asSeptember 30, 2009, and $563.6 million and $58iillion,
respectively, at September 30, 2008. The PBO an@ AB the non-funded SERP was $40.9 million and.&35illion,
respectively, as of September 30, 2009, and $26l@mand $23.8 million, respectively, as of Septeer 30, 2008. The
SERP, included in pension benefits in the tablesabbas no assets.
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The following table provides amounts recorded tutatory assets, regulatory liabilities and acclated other
comprehensive loss at September 30, 2009 and 2008:

Unrecognized Costs/Income Recorded on the Balancheet

Health and Life

(In millions) Pension Benefit Benefits
September 3( 2009 2008 2009 2008
Unrecognized actuarial net (gain)/lc $175.¢ $49.4 $170.2 $122.¢
Unrecognized prior service cost (cret 5.3 5.4 (39.9 (43.9
Unrecognized transition obligatic — - 4.3 5.4
Total $181.2 $54.¢ $135.1 $ 84.€
Regulatory asst $173F  $52.¢ $106.7 $ 56.c
Deferred income tax bene - - 25.C 25.7
Accumulated other comprehensive loss -tax) @) 7.7 2.2 3.4 2.6
Total $181.2 $54.¢ $135.1 $ 84.€

(@ The total amount of accumulated other comprehersasrecorded on our balance sheets at Septenthed®9 and 2008 is net of an income tax
benefit of $4.7 million and $3.0 million, respeetix

The following table provides amounts that are ideldiin regulatory assets/liabilities and accumdiatider
comprehensive loss associated with our unrecogmeadion and other posttirement benefit costs that were recognize
components of net periodic benefit cost duringdigear 2009.

Amounts Recognized During Fiscal Year 2009

Accumulated othe

Regulatory assets/liabilitie comprehensive los
Health anc Health anc
(In millions) Pension Benefit Life Benefits Pension Benefit Life Benefits
Actuarial net lost $ 0.3 $ 4.8 $ 0.1 $ 0.1
Prior service cos 1.7 (3.9 - (0.2
Transition obligatior - 0.9 - 0.2
Total $ 2.C $ 1.8 $ 0.1 $ 0.2

The following table provides amounts that are idelthin regulatory assets/liabilities and accumdiatiaer
comprehensive loss associated with our unrecogmieadion and other post-retirement benefit costswil be recognized
as components of net periodic benefit cost durisaf year 2010.

Amounts to be Recognized During Fiscal Year 201

Accumulated othe

Regulatory assets/liabilitie comprehensive los
Health anc Health anc
(In millions) Pension Benefit Life Benefits Pension Benefit Life Benefits
Actuarial net los: $ 6.1 $ 4.8 $ 1.2 $ 0.1
Prior service cost (credi 1.1 (3.9 - (0.2)
Transition obligatior - 0.8 - 0.2
Total $ 7.2 $ 1.7 $ 1.2 $ 0.2
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The significant increase in the actuarial net faspension benefits to be recognized in fiscar&& 0 when compared
to fiscal year 2009 is due to the commencemen@it0f amortization of unrecognized actuarial neses associated with
our qualified pension plan and an expected settienoebe recorded in fiscal year 2010 as a resuheretirement of
certain executive officers, including the chairnaend chief executive officer.

Realized and unrealized gains and losses for assdes Washington Gas’s post-retirement benefiiplre spread over
a period of five years. Each year, 20% of the piiigr years’ asset gains and losses are recognitedmarketelated value
of assets is equal to the market value of assedsthe following percentages of prior yeaesilized and unrealized gains
losses on equities: 80% of the prior year, 60%efdecond prior year, 40% of the third prior yaat 20% of the fourth
prior year.

Washington Gas employs a total return investmeptagzh whereby a mix of equities, fixed income atiter
investments can be used to maximize the long-tetarm of plan assets for a prudent level of righe intent of this strategy
is to minimize plan expenses through asset growsh the long run. Risk tolerance is establishedugh consideration of
plan liabilities, plan funded status, and corpofatencial condition. Investment risk is measured anonitored on an
ongoing basis through annual liability measuremepesiodic asset/liability studies, and quartenydastment portfolio
reviews.

The asset allocations for the qualified pensiom jglad healthcare and life insurance benefit trastsf September 30,
2009 and 2008, and the weighted average targetalksmtions as of September 30, 2009, by assegosy, are as follow:

Posi-Retirement Investment Allocations

Pension Benefit Health and Life Benefit
Target Actual Target Actual

Allocation Allocation  Allocation Allocation
September 3( 2009 200¢ 200¢& 2009 200¢ 2008
Asset Category
Equity @ 60% 58% 57% 50% 53% 44%
Debt 35% 3% 38% 50% 47% 56%
Real Estati 5% 3% 5% - — —
Total 100% 100% 10(% 10(% 10(% 100%

(@ None of WGL Holdin¢ common stock is included in these ple

Expected benefit payments, including benefitstaitable to estimated future employee service, whrehexpected to |
paid over the next ten years are as follows:

Expected Benefit Payments

Pensior Health and Lifi

(In millions) Benefits Benefits

2010 $ 50¢ % 19.F
2011 44.C 20.7
2012 45.2 22.1
2013 47.C 23.¢
2014 48.c 247
2015—2019 258.¢ 137.¢

During fiscal year 2010, Washington Gas does npeekto make any contributions related to its diealipension plan.
Washington Gas expects to make payments totalid@$tillion in fiscal year 2010 on behalf of paipiants in its non-
funded SERP. Washington Gas expects to contribl@eD3million to its health and life insurance bénpfans during fiscal
year 2010. The significant increase in the expectedributions for the nc-funded SERP in fiscal year 2010 when
compared to fiscal year 2009 is due to an expesstbement to be recorded in fiscal year 2010 @sualt of the retirement
of certain executive officers, including the chaammand chief executive officer.
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The components of the net periodic benefit cosisofine) for fiscal years 2009, 2008 and 2007 reladguobnsion and
other postretirement benefits were as follows:

Components of Net Periodic Benefit Costs (Incoms

(In millions) Pension Benefit Health and Life Benefit
Year Ended September @ 2009 2008 2007 2009 2008 2007
Components of net periodic benefit costs (incom:
Service cos $ 84 $ 98 $11¢ $ 51 $ 88 $10.€
Interest cos 4207 39.7 39.C 25.C 25.C 25.2
Expected return on plan ass (515 (529 (0. (@79 (@174 (159
Recognized prior service cc 1.7 1.7 2.3 (4.0 - -
Recognized actuarial lo: 0.4 1.C 3.7 4.9 7.9 11.
Amortization of transition obligatio - - - 1.1 1.2 15
Curtailment los: - - 2.4 - - 1.6
Net periodic benefit cost (income 1.7 (0.7) 8.6 14.2 25.5 35.C
Amount allocated to construction proje 0.2 0.4 (0.9 2.9 (3.9 4.2
Amount deferred as regulatory asset (liabi-net (3.9 (3.5 (4.7) 2.8 15 0.3
Amount charged (credited) to expens ($ 20 $@B8 $ 35 $147 $23€ $31.1

The curtailment loss in 2007 relates to our busimEscess outsourcing (BPO) plan and the tableeabgeludes certain
adjustments to capitalize and amortize these arsoAntounts included in the line item “Amount deéatras regulatory
asset/liability-net,” represent the difference betw the cost of the applicable pension benefitdlamtiealth and life
benefits and the amount that Washington Gas isiftedhio recover in rates that it charges to cusiegnn the District of
Columbia.

As a sponsor of a retiree health care benefit fhlanis at least actuarially equivalent to Medid@Medicare Part D),
Washington Gas is eligible to receive a federakgljpunder the Medicare Prescription Drug, Improeatand
Modernization Act of 2003. All amounts receivedated to this subsidy are contributed by Washin@ias to its retiree
healthcare plan. Expected receipts attributabtbedviedicare subsidy to be received over the reaxiears are as follows:

Medicare Subsidy Receipts

Health and Life
(In millions) Benefits

2010 $
2011

2012

2013

2014

20152019

0D B O~ n

AN PE PP

=

The weighted average assumptions used to detemeingeriodic benefit obligations and net periodiadfit costs were
as follows:

Benefit Obligations Assumptions

Health and Life

Pension Benefit Benefits
September 3( 2009 2008 200¢ 2008
Discount rate® 6.5(% 7.5(% 6.5(% 7.5(%
Rate of compensation increz®) 3.0(% 4.0(% 3.0% 4.0(%

@ The decrease in the discount rate at Septembe2@® compared to 2008 primarily reflects the deseei lon¢term interest rates
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(®) The decrease in the rate of compensation increase September 30, 2009 compared to 2008 primagiliects the decrease in inflation rates in fiscal
year 2009

Net Periodic Benefit Cost Assumption:

Health and Life

Pension Benefit Benefits
Years Ended September : 200¢ 200¢ 2007 200¢ 200¢ 2007
Discount rate(@) 7.5(% 6.0(% 5.75% 7.5(% 6.0(% 5.75%
Expected lon-term return on plan asse®) 8.25% 8.25% 8.25% 7.28% 7.25% 7.25%
Rate of compensation incree 4.00% 4.0(% 4.0(% 4.0(% 4.0(% 4.0(%

@ The increase in the discount rate in 2009 from 2pA@harily reflects the increase in lortgrm interest rates primarily due to the tightenisfghe credi
markets in fiscal year 200
®) For health and life benefits, the expected retdanscertain funds may be lower due to certain pms of income that are subject to tax

Washington Gas determines the expected long-tetlerofaeturn on plan assets by averaging the eggezarnings for
the target asset portfolio. In developing the eigeecate of return assumption, Washington Gas awaduan analysis of
historical actual performance and long-term refunojections, which gives consideration to our ass&tand anticipated
length of obligation of our plan.

Washington Gas assumed the healthcare cost trezglredated to the accumulated post-retirementflieridigation for
Medicare and noMedicare eligible retirees to be 9.0% for fiscahly2009 and 10.0% for fiscal year 2008. Washin@@as
expects these rates to decrease gradually to 51@%li3 and remain at those levels thereafter.

The assumed healthcare trend rate has a signiféfatt on the amounts reported for the healthp&mes. A one
percentage-point change in the assumed healtheme ftate would have the following effects:

Healthcare Trends

One One
Percentac-Poini Percentac-Point
(In millions) Increase Decreast
Increase (decrease) total service and interestcoogponent: $ 4& $ (3.€)
Increase (decrease) p-retirement benefit obligatio $ 54.18% (44.9)

REGULATORY MATTERS

A significant portion of the estimated pension aodt-retirement medical and life insurance benefitsly to our
regulated activities. Each regulatory commissioviri@jurisdiction over Washington Gas require®ifund amounts
reflected in rates for post-retirement medical Bfiednsurance benefits into irrevocable trustse Bxpected pre-tax long-
term rate of return on the assets in the trustsa&o for fiscal years 2009, 2008 and 2007. WagbhmGas assumes a
41.5% income tax rate to compute taxes on the teo@drtion of the income in the trusts.

District of Columbia Jurisdiction

Washington Gas recovers all costs allocable tdik#ict of Columbia associated with its qualifipdnsion plan and
other post-retirement medical and life insuranaeefites. Expenses of the SERP allocable to the iBisif Columbia are not
recovered through rates. The Public Service Coniomigs the District of Columbia (PSC of DC) grantibe recovery of
post-retirement medical and life insurance berefits determined in accordance with GAAP throufiieayear phase-in
plan that ended September 30, 1998. Washingtord&fasred the difference generated during the phaperiod as a
regulatory asset. Effective October 1, 1998, th€ BEDC granted Washington Gas full recovery oftsaetermined under
GAAP, plus a fifteen-year amortization of the regjaty asset established during the phase-in period.
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Virginia Jurisdiction

On September 28, 1995, the Virginia State Corponalommission (SCC of VA) issued a generic ordat #filowed
Washington Gas to recover most costs determinedrU®AAP for post-retirement medical and life ingura benefits in
rates over twenty years. The SCC of VA, howeveradertyyear recovery period of the transition obligatiés. prescribe:
by GAAP, Washington Gas amortizes these costsawenty-year period. With the exception of thesition obligation,
the SCC of VA has approved a level of rates su#fitio recover annual costs for all pension andrgbost-retirement
medical and life insurance benefit costs determumader GAAP.

Maryland Jurisdiction

The Public Service Commission of Maryland (PSC @)Nhas not rendered a decision that specificaltresses
recovery of post-retirement medical and life insiw@benefit costs determined in accordance with BAAowever, the
PSC of MD has approved a level of rates suffictenmecover these costs and pension costs as daezimnder GAAP.

11. STOCK-BASED COMPENSATION

STOCK-BASED COMPENSATION FOR KEY EMPLOYEES

We have stock-based awards outstanding in the édstock options, performance shares and performanis. We
have issued stock options and performance shades onr shareholder-approved 1999 Incentive CongiemsPlan, as
amended and restated (1999 Plan). The 1999 PamsaiWGL Holdings to issue up to 2,000,000 shareofmon stock to
persons designated by the Human Resources Comiwittee Board of Directors, including officers akely employees.
Effective March 1, 2007, WGL Holdings adopted arshalder-approved Omnibus Incentive Compensatian FDmnibus
Plan). The Omnibus Plan was adopted to replaca,mospective basis, the 1999 Plan. The Omnibus@tavides similar
benefits as provided under the 1999 Plan. Stodbmagtstock appreciation rights, restricted stalekerred stock, stock
granted as a bonus in lieu of other awards, diddsguivalents, other stock-based awards and castdawnay be granted
under the Omnibus Plan. The Omnibus Plan allows WBIdings to issue up to 1,700,000 shares of comstock, subjec
to adjustment as provided by the plan, to persesgdated by the Human Resources Committee of dlaedBof Directors,
including officers and key employees. Refer to N&te Common Stock—WGL Holdinfyg amounts remaining to be isst
under these plans.

During the fiscal year ended September 30, 2009ynated performance shares and performance umitr the
Omnibus Plan; however, we did not issue any st@tions. As of September 30, 2009, there are peary stock option
grants outstanding with an exercise price at th&ketaralue of our common stock on the date of ttamg

For both performance shares and performance wvetanpose performance goals based on certain meokelitions,
which if unattained, may result in no performanicares or units being earned for the applicableopedince period. These
performance awards generally vest over three yearsthe date of grant. The actual number of pentoice shares and
units that may be earned varies based on thesiogakholder return of WGL Holdings relative to kested peer group of
companies over the three year performance periog.p&rformance shares that are earned will beipastiares of commc
stock of WGL Holdings. Any performance units thatynbe earned pursuant to terms of the grant wifldid in cash and
are valued at $1.00 per performance unit. Our stptions generally have a vesting period of thregrg, and expire ten
years from the date of the grant. Performance upéiformance shares and stock option awards pedeidaccelerate
vesting upon a change in control of WGL Holdingsldiionally, stock options provide for acceleratesting upon
retirement, death or disability. We generally isse& shares of common stock in order to satisfgkstesuances related to
performance shares and stock options; however, aye from time to time, repurchase shares of ourmomstock on the
open market in order to satisfy these issuanceth Berformance shares and stock options are aceddot as equity
awards, and performance units are accounted fialzikty awards as they will settle in cash.

During the year ended September 30, 2009, forfestincreased as a result of the retirement ofineztaecutive officer:
including the chairman and chief executive offiCene increase in forfeitures decreased total shaded compensation
expense for performance shares and performancg unit

For the year ended September 30, 2009, we recabsinek-based compensation expense related toeoformance
shares, performance units and stock options of $In, net of a related income tax benefit of Binillion. For the year
ended September 30, 2008, we recognized stock-loasegensation expense related to our performararesh
performance units ar



REGIE 2.1 Attachment 9 WGL 10-K 2009
110 Page 172 of 255




REGIE 2.1 Attachment 9 WGL 10-K 2009
Page 173 of 255

WGL Holdings, Inc.
Washington Gas Light Company
Part Il
Item 8. Financial Statements and Supplementary (2atainued)
Notes to Consolidated Financial Statements

stock options of $4.6 million, net of a relateddnte tax benefit of $1.8 million. For the year en&shtember 30, 2007, we
recognized stock-based compensation expense rétated performance shares and stock options & @fllion, net of a
related income tax benefit of $2.0 million.

As of September 30, 2009, there was $5.1 milliototsl unrecognized compensation expense relatethti-based
awards granted. Performance shares and perfornugitsecomprised $2.2 million and $2.9 million ofgbunrecognized
compensation expense, respectively. There was rezognized compensation expense for stock optisrs a
September 30, 2009. The total unrecognized compensaxpense is expected to be recognized ovelightesl average
period of 1.7 years for performance shares anapaence units. As of September 30, 2008, thereSsasmillion of total
unrecognized compensation expense related to slaaed awards granted. Performance shares, perfeemaits and stoc
options comprised $3.1 million, $1.8 million andl$3000 of total unrecognized compensation expeasegectively. Durin
the fiscal years ended September 30, 2009 and 289Baid $1.0 million and $1.1 million, respectiyeior income taxes
withheld in connection with the settlement of shbased awards. During fiscal year 2007, there wereash payments in
connection with the settlement of our share-basextds.

Performance Shares

The following table summarizes information regagdperformance share activity during the fiscal yezded
September 30, 2009.

Performance Share Activity

Year Endec
September 30, 20(

Weighted

Average

Number o Gran-Date

Shares@® Fair Value

Non-vested and outstanding, beginning of y 274,25¢ $ 32.0¢
Grantec 101,78: $ 3271
Vested (82,229 $ 32.6-
Cancelled/forfeitet (15,920 $  32.0¢
Non-vested and outstanding, end of y 277,89t $ 32.1t

@ The number of common shares issued related torpeaftce shares may range from zero to 200 perceifiteofiumber of shares shown in the table
above based on our achievement of performance goatstal shareholder return relative to a seletigeer group of companie

The number of forfeited shares is expected to asgesignificantly in fiscal year 2010 after therezhent of certain
executive officers, including the chairman and thieecutive officer.

The total intrinsic value of performance sharegsegsluring the years ended September 30, 2009G0®i\Ras
$2.8 million and $3.2 million, respectively. No coran shares were issued related to performancesstiarevested in fisc
year 2007. Performance shares-vested and outstanding at September 30, 2009 hesiphted average remaining
contractual term of one year.

We measure compensation expense related to periomshares based on the fair value of these awattsir date of
grant. Compensation expense for performance shgaresognized for awards that ultimately vest, snaot adjusted based
on the actual
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achievement of performance goals. We estimateéathgalue of performance shares on the date oftgraing a Monte
Carlo simulation model based on the following agstions:

Fair Value Assumptions

Years Ended September : 2009 2008 2007
Expected stoc-price volatility 21.4% 17.7(% 15.7(%
Dividend yield 438% 4.0(% 4.3(%
Risk-free interest rat 22% 4.00% 4.6(%
Weighted average fair value of performance sharastgd during the ye: $32.71 $34.01 $29.6¢

Expected stock-price volatility is based on thdydhistorical volatility of our common shares ftwet past three fiscal
years. The dividend yield represents our annualitéidend yield on the closing market price of gommon stock at th
date of the grant. The risk-free interest rateaisddl on the zero-coupon U.S. Treasury bond, wihna equal to the
remaining contractual term of the performance share

Performance Units

Our performance units are liability awards as thetfle in cash; therefore, we measure and recambensation expen:
for these awards based on their fair value at titkod each period until their vesting date. Thig/roause fluctuations in
earnings that do not exist under the accountingirements for both our stock options and performessttares.

The following table summarizes information regagdperformance unit activity during the fiscal yeaded
September 30, 2009.

Performance Unit Activity

Year Endec
September 30, 20!

Number of Units

Non-vested and outstanding, beginning of y 3,218,58!
Granted 3,302,79:
Vested -
Cancelled/forfeitec (334,359
Non-vested and outstanding, end of y 6,187,01.

The number of forfeited units is expected to inseesignificantly in fiscal year 2010 after the rethent of certain
executive officers, including the chairman and thiecutive officer.

The weighted average fair value of our performanués outstanding at September 30, 2009 for thts unipected to
vest was $6.5 million. As of September 30, 2009 20@8, we had recorded a liability of $2.9 milliand $898,000,
respectively, related to our performance unitssTiability is recorded in “Deferred credits—other”

We estimated the fair value of performance unitegia Monte Carlo simulation model. The followirabte provides tr
yearend assumptions used to value our performancs:unit

Fair Value Assumptions

September 3( 2009

10/1/2008 Grar  10/1/2007 Grat
Expected stoc-price volatility 33.3% 39.54%
Risk free interest rai 0.71% 0.44%
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Expected stock-price volatility is based on thdydhistorical volatility of our common shares fopariod equal to the
remaining term of the performance units. The rigefinterest rate is based on the zero-couponTWeasury bond, with a
term equal to the remaining contractual term ofg@gormance units.

Stock Options

The following table summarizes information regagd#étock option activity during the fiscal year edd&eptember 30,
20009.

Stock Option Activity

Weighted
Weighte( Average
Number Average Remaining Aggregate

of Exercise Contractua Intrinsic Value
Options Price Term (In years (In thousands
Outstanding at September 30, 2( 1,017,127 $ 30.57 6.87 $ 1,913
Granted -
Exercisec (159,27() 29.6:
Cancelled/forfeitec (11,700 31.3¢
Outstanding at September 30, 2( 846,20 30.74 577 % 2,03t
Exercisable at September 30, 2( 459,00¢ 30.2: 4.7 $ 1,33¢

We received $4.7 million, $14.1 million, and $1iillion related to the exercise of stock optionsing the years ende
September 30, 2009, 2008, and 2007, respectivaly r@lated tax benefits realized for the fiscalrgemded September 30,
2009, 2008 and 2007 were $383,000, $1.8 million$3tP,000, respectively.

We measure compensation expense related to stdickgpased on the fair value of these awardseit dlate of grant.
Compensation expense for stock options is recodritzeawards that ultimately vest. We estimatedfétievalue of stock
options on the date of the grant using the Bladke®xs option-pricing model.

Expected stock-price volatility is based on thdydhistorical volatility of our common shares oweperiod that
approximates the expected term of the stock optidhe dividend yield represents our annualizeddgind yield on the
closing market price of our common stock at the aditgrant. The risk-free interest rate is basetherzero-coupon
U.S. Treasury bond, with a term equal to the exgzbtdrm of the stock options. The expected optom tis based on our
historical experience with respect to stock opgarrcises and expectations about future exercises.

STOCK GRANTS TO DIRECTORS

Non-employee directors receive a portion of thamual retainer fee in the form of common stock tigto the Directors’
Stock Compensation Plan. Up to 120,000 sharesrofraan stock may be awarded under the plan. Shaaesegt to
directors totaled 12,600 for fiscal years 2009,&280d 2007. For those years, the fair value oktbek on the grant dates
was $32.77, $32.55, and $32.72, respectively. Stesarded to the participan(g: vest immediately and cannot be
forfeited, (i) may be sold or transferred afii) have voting and dividend rights. For the years driéieptember 30, 2009,
2008 and 2007, WGL Holdings recognized stock-basedpensation expense related to these stock grafitkl 3,000,
$410,000 and $412,000, respectively, net of relatedme tax benefits of $148,000, $148,000 and RO respectively.

12. ENVIRONMENTAL MATTERS

We are subject to federal, state and local lawsragdlations related to environmental matters. €lmmlving laws and
regulations may require expenditures over a lomgftiame to control environmental effects. Alimosbéathe environment:
liabilities we have recorded are for costs expetddak incurred to remediate sites where we oedewessor affiliate
operated
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manufactured gas plants (MGPs). Estimates of Itadsifor environmental response costs are diffitudetermine with
precision because of the various factors that ffaetaheir ultimate level. These factors inclublat are not limited, to the
following:

» the complexity of the site
» changes in environmental laws and regulationseafeteral, state and local leve
» the number of regulatory agencies or other paitieslved,;

* new technology that renders previous technologylelxs or experience with existing technology thaves
ineffective;

» the level of remediation required a

» variations between the estimated and actual pefitidhe that must be dedicated to respond to air@mwentally-
contaminated site

Washington Gas has identified up to ten sites whemeits predecessors may have operated MGPshWgen Gas las
used any such plant in 1984. In connection witls¢h@perations, we are aware that coal tar andicettaer by-products of
the gas manufacturing process are present at osoee former sites, and may be present at otBased on the
information available to us, we have concluded tate of the sites are likely to present an unaeddgrisk to human
health or the environment.

At one of the former MGP sites, studies show thlesence of coal tar under the site and an adjoimiagerty.
Washington Gas has taken steps to control the merntaf contaminants into an adjacent river by itiataa water
treatment system that removes and treats contamdiiggoundwater at the site. Washington Gas receippdoval from
governmental authorities for a comprehensive reatidi plan for the majority of the site that pesribmmercial
development of Washington Gas'’s property. Washim@as entered into an agreement with a nationaldper for the
development of this site in phases. The first thhages have been completed, with Washington Ganirgta ground lease
on each phase. A Record of Decision for that portibthe site not owned by Washington Gas was é#udugust, 2006.
Negotiations on a consent agreement regarding riemad of that property were postponed when the wis transferred i
late 2007 to a new governmental owner and the gowental entities involved agreed to review howttaasfer impacts th
Record of Decision. On September 21, 2006, goventathauthorities notified Washington Gas of thaiside to have the
utility investigate and remediate river sedimentshie area directly in front of the former MGP siAa of September 30,
2009, there has been no agreement among Washi@gt®and governmental authorities as to the typdesad of sediment
investigation and remediation that should be urdtert for this area of the river; accordingly, wargat estimate at this tin
the potential future costs of such investigatiod esmediation.

At a second former MGP site and on an adjacengpafdand, Washington Gas developed a “monitoondy”
remediation plan for the site. This remediatiomplaceived approval under a state voluntary cloptmgram.

We do not expect that the ultimate impact of thasgters will have a material adverse effect onaaynital expenditure
earnings or competitive position. At the remaing@ight sites, either the appropriate remediatidseiag undertaken, or no
remediation should be necessary.

At both September 30, 2009 and 2008, Washingtonr&@asded a liability of $6.9 million on an undiscied basis
related to future environmental response costsgiwimicluded the estimated costs for the ten MGEssithese estimates
principally include the minimum liabilities assotsd with a range of environmental response cogiea®d to be incurred
at the sites identified. At both September 30, 280 2008, Washington Gas estimated the maximubilitigassociated
with all of its sites to be approximately $13.5lioit. The estimates were determined by Washingtas'$Senvironmental
experts, based on experience in remediating M@&B aitd advice from legal counsel and environmewotagultants.
Variations within the range of estimated liabiligsult primarily from differences in the numberyefars that will be
required to perform environmental response prosegseach site and the extent of remediation tlagtime required.

Regulatory orders issued by the PSC of MD allow Nifegton Gas to recover the costs associated watlsites
applicable to Maryland over periods ranging frowefto thirty years. Rate orders issued by the P.S@Coallow
Washington Gas a three-year recovery of prudentyrred environmental response costs, and allowhifg®n Gas to
defer additional costs incurred between rate cé&egulatory orders from the SCC of VA have gengrallowed the
recovery of prudent environmental remediation ctsthe extent they were included in a test year.

At both September 30, 2009 and 2008, Washingtonr€asted a regulatory asset of $2.8 million fa portion of
environmental response costs that are expecteel tedoverable in future rates. Washington Gas doesxpect that the
ultimate impact of these matters will have a mateadverse effect on its financial stateme
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13. COMMITMENTS AND CONTINGENCIES

OPERATING LEASES

Minimum future rental payments under operatingdsasver the next five years and thereafter arelbsifs:

Minimum Payments Under Operating Leases

(In millions)

2010 $ 4.2
2011 4.3
2012 4.4
2013 4.4
2014 4.2
Thereaftel 15.2
Total $36.7

Rent expense totaled $4.7 million, $4.9 million &4d8 million in fiscal years ended September DX 2008 and
2007, respectively.

REGULATED UTILITY OPERATIONS

Natural Gas Contracts—Minimum Commitments

At September 30, 2009, Washington Gas had sergieeements with four pipeline companies that prodilect service
for firm transportation and/@torage services. These agreements, which haveaBapidates ranging from fiscal years 2
to 2029, require Washington Gas to pay fixed chaggeh month. Additionally, Washington Gas had emgents for other
pipeline and peaking services with expiration dadéeging from 2010 to 2027. These agreements weszex into based ¢
current estimates of growth of the Washington Gasesn, together with other factors, such as cuegpéctations of the
timing and extent of unbundling initiatives in téashington Gas service territory.

The following table summarizes the minimum contratpayments that Washington Gas will make undepifteline
transportation, storage and peaking contracts guhia next five fiscal years and thereafter.

Washington Gas Contract Minimums

(In millions) Pipeline Contract
2010 $ 159.2
2011 158.t
2012 158.€
2013 161.]
2014 183.2
Thereafte 1,573.¢
Total $ 2,394 ..

Not included in the table above are short-term minh commitments of $8.1 million to purchase natges in fiscal
year 2010, as well as lo-term obligations to purchase fixed quantities afunal gas totaling 193.3 million therms for the
period from 2010-2011 at prices based on markeditions at the time the natural gas is purchaséds& commitments
relate to purchases of natural gas to serve utilistomers. Additionally, excluded from the tali@wee are purchases under
our asset optimization program totaling 412.3 milltherms from 2010-2017, which are mostly offsetrtatching sales
contracts of 436.3 million therms over that samgge Contracts under our asset optimization pnogaae accounted for as
derivatives (refer to Note 1-Accounting Policieor a description of our asset optimization programl Note 5—
Derivative and Weath-Related Instrument®r a discussion of our derivative instruments).
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When a customer selects a third party marketerawvigle supply, Washington Gas generally assignslipip and storag
capacity to unregulated third party marketers fovdegas to Washington Gas’s city gate. In oraepriovide the gas
commodity to customers who do not select an uneggdlthird party marketer, Washington Gas has aroauiity
acquisition plan to acquire the natural gas suppkerve the customers.

Currently, Washington Gas recovers its cost oftgaerve its customers through the purchased gasewmvery
mechanisms included in its retail rate schedulesath of its jurisdictions. However, the timing andent of Washington
Gas'’s initiatives or regulatory requirements toasape the purchase and sale of natural gas fromietiveery of gas could
cause its gas supply commitments to exceed itsra@d sales obligations.

Washington Gas has rate provisions in each ofiitsgictions that would allow it to continue to oeer these
commitments in rates. Washington Gas also activelpages its supply portfolio to ensure its salessapply obligations
remain balanced. This reduces the likelihood thatcontracted supply commitments would exceed guggigations.
However, to the extent Washington Gas were to deter that changes in regulation would cause iigoahtinue recovery
of these costs in rates, Washington Gas would dpgined to charge these costs to expense withoutamgsponding
revenue recovery. If this occurred, depending upertiming of the occurrence, the related impacbonfinancial position,
results of operations and cash flows would likedysignificant.

Regulatory Contingencies

Certain legal and administrative proceedings intiakto our business, including regulatory contimges, involve WGI
Holdings and/or its subsidiaries. In our opiniore kave recorded an adequate provision for probasses or refunds to
customers for regulatory contingencies relatedhésée proceedings.

District of Columbia Jurisdiction

Recovery of HHC Costs.On May 1, 2006, Washington Gas filed two targphcations with the PSC of DC requesting
approval of proposed revisions to the balancinggdarovisions of its firm and interruptible deliyeservice tariffs that
would permit the utility to recover from its deliyeservice customers the costs of heavy hydrocaiidiriCs) that are beil
injected into Washington Gas’s natural gas distitiusystem to treat vaporized liquefied natura fyfam the Dominion
Cove Point Facility. Washington Gas had been retogehe costs of HHCs from sales customers irltisgrict of
Columbia through its Purchased Gas Charge (PG@)gioa in this jurisdiction. On October 2, 2006etRSC of DC issued
an order rejecting Washington Gas’s proposed taifisions until the PSC of MD issued a final ordelated to this matter.
On October 12, 2006, Washington Gas filed a MotarClarification requesting that the PSC of DCrafifthat Washingto
Gas can continue collecting HHC costs from salasoeners through its PGC provision or to record SdEIC costs
incurred as a regulatory asset pending a rulinthbyPSC of DC on future cost recovery. On May 1TD72 the PSC of DC
directed Washington Gas to cease prospective regof¢he cost of HHCs through the PGC provisioithviuture HHC
costs to be recorded as a “pending” regulatoryta€seNovember 16, 2007 the PSC of MD issued al Ender in the
relevant case supporting full recovery of the HH(Gts in Maryland. On March 25, 2008, the PSC ofi€¥Ded an order
stating that the consideration of Washington GB$IC strategy will move forward and directed intéeesparties to submit
filings reflecting a proposed procedural schedOle.June 6, 2008, Washington Gas and the Distri€tabfimbia Office of
the People’s Counsel (DC OPC) filed a joint respaiesthe order proposing a procedural scheduleadistl of issues for
consideration in the case. The PSC of DC adoptegithposed issues list and approved a proceduratiste. Washington
Gas and other parties subsequently filed commeatgjucted discovery and the parties filed reply mamts. On April 30,
2009, the PSC of DC ruled that there were unresabsues and directed that they should be addrésssddentiary
hearings. The PSC of DC issued an order estabjshiprocedural schedule to address these unresshigek in the case.
Initial testimony was filed May 29, 2009, and rebutestimony was filed on July 24, 2009.

On October 2, 2009, the Company and DC OPC filédiat Motion for Approval of Unanimous Agreement of
Stipulation and Full Settlement with the PSC of (Bipulation). The parties to the Stipulation agré®at hexane
commodity costs incurred by the Company to condiliquefied natural gas received in the Compang®iral gas system
are recoverable expenses and that the Companyhisreaed to achieve full cost recovery from saled delivery service
customers of hexane commodity costs incurred poi&@eptember 30, 2009. Additionally, the Stipulatio

(i) approves the recovery of hexane commodity costgiiad after September 30, 2009 from sales andetgliv
service customers, subject to review as a comparfehe Compar’s cost of gas
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(i) establishes the implementation of a coupling repteent and encapsulation program (program), whehein
Company will replace or encapsulate a portion®fiechanically coupled pipe in the District of Gohia.
The program is expected to conclude in approxirgegeVven years with total spending not to exceed
$28 million;

(iii) provides for the cost of the program to be recavéineough an annual surcharge based on actual ditpers
for coupling replacement and encapsulation thdtheitome effective at the end of the existing base freez
(October 1, 2011). The cost will include both airetof and return on the cost of coupling replacenaad
encapsulation, computed in accordance with theg@fthe rates currently in effect a

(iv) establishes periodic reporting on the level of Inexajected at each of the Company’s hexane faslivith
the associated commaodity costs, and continuedyfdineal-related information with the PSC of D

On October 16, 2009, the PSC of DC published addaif Public Interest Hearing, held on OctoberZt®)9. Although
there is no established time frame, the Companga&sghe PSC of DC to issue a decision on the [&tipa during the first
quarter of fiscal year 2010.

As of September 30, 2009 Washington Gas has imteumulative total HHC costs of $1.8 million reldt® the Distric
of Columbia of which approximately $0.5 million hlasen recovered, $0.7 million has been chargegperese and
$0.6 million has been deferred as a regulatorytassgect to the outcome of the most recent PSB®brder. Should the
PSC of DC approve the Stipulation, the $0.7 milladrihexane costs previously charged to expensedimrireversed to
income.

Maryland Jurisdiction

Order on Previously Disallowed Purchased Gas ChageéEach year, the PSC of MD reviews the annual gatsc
collected from customers in Maryland to determin&ashington Gas’s purchased gas costs are redsoabMarch 14,
2006, in connection with the PSC of MD’s annualieevof Washington Gas’s gas costs that were bitbeclistomers in
Maryland from September 2003 through August 2004earing Examiner of the PSC of MD issued a progasder
approving purchased gas charges of Washington @ dke twelvemonth period ended August 2004 except for $4.6oni
(pre-tax) of such charges that the Hearing Exanmeesmmended be disallowed because, in the opofitime Hearing
Examiner, they were not reasonably incurred. Assalt, during the fiscal year ended September @06 2Washington Gas
accrued a liability of $4.6 million (pre-tax) redat to the proposed disallowance of these purchgaggdharges. Washington
Gas filed appeals with the PSC of MD asserting tth@tHearing Examiner’s recommendation was withoetit. On
February 5, 2009, the PSC of MD issued an Ordermtzanted the appeal and reversed the findingseoHearing Examine
Accordingly, the gas costs at issue were deemexveeable from rate payers. The PSC of MD’s Orderctaded that the
responsibility for recovery of these costs showddabsigned to the specific group of customers &gsoowith unbundled
firm delivery service, directing Washington Gatlh such costs to those customers over a 24-mpettod and to provide
credit to firm bundled sales customers over theespatiod. As a result of this Order, the liabiligcorded in fiscal year
2006 for this issue was reversed in the quartee@ftecember 31, 2008, and Washington Gas recondede of
$4.6 million (pre-tax) to “Operating revenues-yilt On February 25, 2009, Washington Gas fileccampliance plan with
the PSC of MD which outlined the plan for returnthgse funds to its firm sales customers, as vgatiaflecting funds from
firm delivery service customers beginning with Wagiton Gas’s May 2009 billing cycle and ending witthApril 2011
billing cycle. On April 29, 2009, the PSC of MD apped the Company’s plan.

Performance-Based Rate Plans

In recent rate case proceedings in all jurisdicjdfashington Gas requested permission to implepenfiirmance-
based rate (PBR) plans that include performancesunea for customer service and an earnings shargafanism (ESM)
that enables Washington Gas to share with sharetsothd customers the earnings that exceed a tatgedf return on
equity.

Effective October 1, 2007, the SCC of VA approveel implementation of a PBR plan through the accegtaf a
settlement stipulation, which includ€g: a four-year base rate freefi} service quality measures to be determined in
conjunction with the Staff of the SCC of VA (VA $eand reported quarterly for maintaining a safe aeliable natural gz
distribution system while striving to control opting costs{iii) recovery of initial implementation costs associatith
achieving Washington Gas’s BPO initiatives overftha-year period of the PBR plan afid an ESM that enables
Washington Gas to share with shareholders andniagiustomers the earnings that exceed a tardel. 68 return on
equity. The calculation of the ESM excludes $2.4iom of asset management revenues that are befogded to custome
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On May 4, 2009, the VA Staff issued a report, comting on the amount of the ESM liability that hagkh reported for
the fiscal year ending September 30, 2008. Wastin@ias filed its response to the Staff report areJiB, 2009. On
July 17, 2009, Washington Gas and the VA StaftifdeJoint Motion to Approve Stipulation and Closedeeding with the
SCC of VA whereby the VA Staff and Washington Gagsead upon the appropriate refund to ratepayersrthd ESM.
The overall difference between the Staff positiod the Company position was not material to tharfoial statements of
Washington Gas. On July 24, 2009, the SCC of VA the Joint Motion and accepted the Stipulatidomitted by
Washington Gas and the VA Staff in its Final Ordpproving the ESM liability.

On an interim basis, the Company records the effeicthe ESM based on year-to-date earnings itioalto estimated
annual earnings as calculated for regulatory papoat September 30, 2009, Washington Gas hadeatergustomer
liability of $3.3 million for estimated sharing uadthe Virginia ESM related to fiscal year 2008abtordance with the
provisions of its VA tariff, the Company began dtex) customers’ bills in April 2009 for the fiscgear 2008 ESM
liability. The credits will continue through MarcB10.

On November 16, 2007, the PSC of MD issued a Fimder in a rate case, which established a phaseiteaeeding to
review Washington Gas’s request to implement a BBR and issues raised by the parties associatadMashington
Gas’s BPO agreement. On September 4, 2008, a Rrd@rsler of Hearing Examiner was issued in thisptao
proceeding. Consistent with Washington Gas’s ctir@enounting methodology, the Proposed Order agglov
10-year amortization accounting for initial implemtion costs related to Washington Gas’s BPO @aiseptember 30,
2009 and 2008, we had recorded a regulatory a6$&t4 million and $6.8 million, respectively, reftamortization, related
to initial implementation costs allocable to Marydbassociated with our BPO plan. Washington Gagdication seeking
approval of a PBR plan was denied. Additionally Broposed Ordéi) directs Washington Gas to obtain an independent
management audit related to issues raised in thgeptwo proceeding arfil) directs the initiation of a collaboration
process in which Washington Gas is directed to gagadiscussions with the Staff of the PSC of MID( Staff), the
Maryland Office of Peopls’ Counsel (MD OPC) and interested parties to d@vappropriate customer service metrics @
periodic form for reporting results similar to thnetrics filed by Washington Gas as part of the apgd settlement in
Virginia. This Proposed Order has been appealaétidD Staff, the MD OPC and other parties. Wastiingsas’s Reply
Memorandum on Appeal was filed on November 5, 2@08nal decision by the PSC of MD is pending.

The Final Order issued by the PSC of DC on Decer28e2007 approved amortization accounting forahit
implementation costs related to the BPO plan imr@ppg the stipulated agreement filed in the prodeg. As part of that
approved agreement, Washington Gas withdrew iticgpion seeking approval of a PBR plan. Washinggas is
prohibited from seeking approval of a PBR plarnhia District of Columbia until the filing of its nekase rate case;
however, the settling parties may not seek a chang®es during the rate case filing moratoriurmgaeunder the terms of
the approved rate settlement.

Depreciation Study

In October 2006, Washington Gas completed a degtienirate study based on its property, plant andpement
balances as of December 31, 2005. The resulteafdpreciation study concluded that Washington G@epreciation rates
should be reduced due to asset lives being extemelgmhd previously estimated lives. Under regulatequirements, these
depreciation rates must be approved before theplaced into effect.

On April 13, 2007, Washington Gas filed the portadrthe depreciation study related to the Marylanasdiction. A
separate proceeding was established on May 2, 2p@ve PSC of MD to review Washington Gas'’s reqteginplement
new depreciation rates. On October 25, 2007, WgshinGas filed a 2007 technical update of the Margldepreciation
study based on property, plant and equipment bataas of December 31, 2006. Hearings were held1and 13, 2008.
Initial briefs were filed on July 16, 2008 and neptiefs were filed on August 6, 2008. On Octobgr 2008, a Proposed
Order of Hearing Examiner was issued in Marylankiiciv would reduce Washington Gas’s annual deplieci@xpense
related to the Maryland jurisdiction by approximgt®11.2 million when new depreciation rates arplemented, with a
corresponding decrease in annual revenues on pgutdse basis to be reflected in future billingesatReflected in this
reduction in depreciation expense, among othegshiare{i) a change in methodology for calculating accrueétass
removal costs anfli) the designation of certain insurance and relocatimbursements as salvage value. This reduction in
depreciation expense will not impact annual opegaiticome and will not prevent the recovery of capital investment;
however, it will have the effect of deferring fullcovery of our capital investment into future ye#&n November 14, 2008,
Washington Gas and MD OPC noted appeals of theb@ctth, 2008 Proposed Order, thus suspendingféstise date.
Both Washington Gas and the MD OPC filed Memorami&ppeal on November 24, 2008; Washington Gas
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MD OPC and the MD Staff filed Reply Memoranda orcBmber 15, 2008. We are currently awaiting a fiteadision by th
PSC of MD.

NON-UTILITY OPERATIONS

WGEServices enters into contracts to purchase alajas and electricity designed to match the domadf its sales
commitments, and effectively to lock in a marginestimated sales over the terms of existing salegacts. As listed
below, natural gas purchase commitments are basedisting fixed-price purchase contracts using géte equivalent
deliveries, the majority of which are for fixed uates. Also listed below are electricity purchasegotments that are
based on existing fixed-price purchase commitmettit®f which are for fixed volumes.

The following table summarizes the contractualgdtions and minimum commitments of WGEServicedbfith nature
gas and electricity for the next five years anddhbéer:

WGEServices Contract Minimums

Gas Purchas Pipeline Electric Purchas

(In millions) Commitments(@ Contractt Commitments®) Total

2010 $ 306.4 $ 2.9 $ 474.5 $ 784(
2011 152.% 1.3 273.( 426.¢
2012 69.€ 1.1 116.3 187.2
2013 8.1 0.8 21.1 30.C
2014 - 04 0.7 1.1
Thereafte - 1.8 - 1.6
Total $ 536.¢ $ 8.4 $ 885.¢ $ 1,431.(

(@ Represents fixed price commitments with city gatévalent deliveries
®) Includes $6.5 million of commitments related toewable energy credit

Construction Project Financing

To fund certain of its construction projects, Wasjtion Gas enters into financing arrangements it party lenders.
As part of these financing arrangements, Washin@as's customers agree to make principal and istt@@yments over a
period of time, typically beginning after the prciig are completed. Washington Gas assigns thesanueispayment streat
to the lender. As the lender funds the construgbiaject, Washington Gas establishes a note releivapresenting its
customers’ obligations to remit principal and ietgrand a long-term note payable to the lender.iMese projects are
formally “accepted” by the customer as completedstington Gas transfers the ownership of the reateivable to the
lender and removes both the note receivable anbtigeterm financing from its financial statemerfs. of September 30,
2009, work on these construction projects that mescompleted or accepted by customers was valu®8. & million,
which is recorded on the balance sheet as a nodéveble in “Deferred Charges and Other Assets—Othith the
corresponding long-term obligation to the lendefliong-term debt.” At any time before these contsaare accepted by the
customer, should there be a contract default, ascamong other things, a delay in completing togept, the lender may
call on Washington Gas to fund the unpaid principaxchange for which Washington Gas would recéieeright to the
stream of payments from the customer. Once thegre§ accepted by the customer, the lender wileh® recourse agair
Washington Gas related to this long-term debt.

Financial Guarantees

WGL Holdings has guaranteed payments primarilycrtain purchases of natural gas and electricitpeaimalf of the
retail energy-marketing segment. At September 8092these guarantees totaled $539.5 million. Theust of such
guarantees is periodically adjusted to reflect gearin the level of financial exposure relatechiese purchase
commitments. We also receive financial guaranteegher collateral from suppliers when requiredololy credit policy.
WGL Holdings also issued guarantees totaling $3l0om at September 30, 2009 that were made onlbehaertain of oul
non-utility subsidiaries associated with their bagktransactions. Of the total guarantees of $5#41lllon, $20.0 million
and $17.0 million are due to expire on December 31,
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2009 and December 31, 2010, respectively. The r@ngaguarantees do not have specific maturity détesall of its
financial guarantees, WGL Holdings may cancel anglicfuture obligations imposed by the guarantgesn written notice
to the counterparty, but WGL Holdings would congrto be responsible for the obligations that haehtmeated under the
guarantees prior to the effective date of the déatamn.

14. FAIR VALUE OF FINANCIAL INSTRUMENTS

Effective October 1, 2008, we adopted SFAS No. 6w part of ASC Topic 820, for our financial assand liabilities
that are required to be measured at fair value mt@rring basis. These financial assets and iisilprimarily consist of
(i) derivatives recorded on our balance sheet un@& Aopic 815(ii) weather derivatives for which we receive a
premium payment an(i) long-term debt and preferred stock outstandingahatrequired to be disclosed at fair value.
Under ASC Topic 820, fair value is defined as tki¢ jgrice, representing the amount that would leeieed in the sale of ¢
asset or paid to transfer a liability in an orderjnsaction between market participants at thesareanent date. To value
our financial instruments, we use market data su@ptions that market participants would use inipg the asset or
liability, including assumptions about credit riddoth our own credit risk and the counterpartysditr risk) and the risks
inherent in the inputs to our valuation technicghe,income approach.

We enter into derivative contracts in the overtbenter (OTC) wholesale and retail markets. Theakkets are the
principal markets for the respective wholesale @adil contracts. We have determined that all afexisting counterparties
and others who have participated in energy tramsechat our delivery points are the relevant mapegticipants. These
participants have access to the same market ddtéGasHoldings. We value our derivative contractsdxon an “in-
exchange” premise and valuations are generallycbasgoricing service data or indicative broker gsodepending on the
market location. We measure the net credit expostuaecounterparty level where the right to giétexists. The net expost
is determined using the mark-to-market exposuresaelfl for collateral, letters of credit and pagudrantees. We use
published default rates from Standard & Poor’s RegiServices and Moody’s Investors Service as sfuutthe
determination of credit adjustments.

ASC Topic 820 establishes a fair value hierarclay fhioritizes the inputs used to measure fair @althe hierarchy
gives the highest priority to unadjusted quotedg®iin active markets for identical assets or liteds and the lowest priori
to unobservable inputs. The three levels of theviaiue hierarchy under ASC Topic 820 are descrhpdw:

Level 1. Level 1 of the fair value hierarchy consists edets or liabilities that are valued using obsdevatputs
based upon unadjusted quoted prices in active rnsafeidentical assets or liabilities at the rejpay date. Level 1
assets and liabilities primarily include exchangeléd derivatives and securities. At Septembe2B09, we do not hay
any financial assets or liabilities in this catggor

Level 2. Level 2 of the fair value hierarchy consists edets or liabilities that are valued using direotlyndirectly
observable inputs that are corroborated with matkéd or based on exchange traded market datal 2é@veludes fair
values based on industry-standard valuation teciesithat consider various assumptions includjiiigquoted forward
prices, including the use of mid-market pricinghiita bid/ask spreadij) discount rateg(jii) implied volatility and
(iv) other economic factors. Substantially all of theassumptions are observable throughout the full tfrthe
instrument, can be derived from observable data@isupported by observable levels at which trditsecare executed
in the relevant market. At September 30, 2009,|I2\famancial assets and liabilities included nowteange traded
energy-related derivatives such as financial sveayosoptions and physical forward contracts fondegles at active
market locations. Additionally, at September 30020Level 2 financial assets and liabilities inadd weather
derivative as well as interest rate swaps valu@wjuzbservable data.

Level 3. Level 3 of the fair value hierarchy consists séets or liabilities that are valued using sigaific
unobservable inputs at the reporting date. Thesbservable assumptions reflect our assumptionstastimates that
market participants would use in pricing the assdiability, including historical volatility andnicing data when
delivery is to inactive market locations. Theseuitspmay be used with industry standard valuatiothounlogies that
result in our best estimate of fair value for tieeds or liabilities at the reporting date. At emter 30, 2009, OTC
derivative assets and liabilities in this categotuded:(i) physical contracts valued with significant basigiatinents
to observable market data when delivery is to imaanarket locationdji) long-dated positions where observable
pricing is not available over the life of the caf; (iii) contracts valued using historical volatility assuioms and(iv)
valuations using indicative broker quotes for ingetnarket locations.
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The following table sets forth financial instrumenécorded at fair value on a recurring basis &egptember 30, 2009.
A financial instrument’s classification within tli@ir value hierarchy is based on the lowest le¥ealny input that is
significant to the fair value measurement. Our s&®ent of the significance of a particular inputhis fair value
measurement requires judgment, and may affectahmtion of fair value assets and liabilities ahneit placement within
the fair value hierarchy.

Fair Value Measurements Under the Fair Value Hierachy at September 30, 2009
WGL Holdings Washington Ga

(In millions) Asset: Liabilities Asset: Liabilities
Level 1 $ - 8 - $ - 3 —
Level 2 314 (26.5) 28.¢ (19.¢)
Level 3 35.2 (62.¢) 25.C (31.3)
Counterparty and cash collateral nett (43.0 48.1 (39.9) 39.¢
Total $23€ $ (412 $141 $ (119

The following table is a summary of the changethafair value of our derivative assets (liabiklieghat are measured at
net fair value on a recurring basis in accordanitle ASC Topic 820 using significant Level 3 inpuiisring the fiscal year
ended September 30, 2009.

Reconciliation of Fair Value Measurements Using Sigficant Level 3 Inputs

(In millions) WGL Holdings Washington Ge
Balance at October 1, 20! $ 9.)% 17.0
Realized and unrealized gains (los¢
Recorded to incom (54.7) (1.9
Recorded to regulatory ass<—gas cost: 2.1 2.1

Transfers in and/or out of Level - -
Purchases and settlements, 33.F 10.C
Balance at September 30, 20C $ (27.6) $ (6.9

The table below sets forth the line items on tteedhents of Income of the amounts recorded to iecimmthe fiscal
year ended September 30, 2009, related to faievaleasurements using significant level 3 ing

Realized and Unrealized Gains (Losses) Recorded limcome for Level 3 Measurement:

Year Endec
September 30, 20C
(In millions) WGL Holdings Washington Ge
Operating revenu—nor-utility $ 42 $ =
Utility cost of gas (1.9 (1.9
Non-utility cost of energ-related sale (48.5) -
Total $ 540 $ (1.9
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Unrealized gains (losses) for the fiscal year erffiggtember 30, 2009 attributable to derivativetasagd liabilities
measured using significant Level 3 inputs were méed as follows:

Unrealized Gains (Losses) Recorded for Level 3 Meaments

Year Endec
September 30, 20(
(In millions) WGL Holdings Washington Ge
Recorded to incom
Operating revenu—nor-utility $ 81 % -
Utility cost of gas 3.4 34
Non-utility cost of energ-related sale (26.7) -
Recorded to regulatory ass—gas cost: (4.0 (4.0
Total $ (19.2 $ (0.6)

The following table presents the carrying amounts estimated fair values of our financial instrunseat September 3
2009. The carrying amount of current assets aneticuliabilities approximates fair value becauséhefshortterm maturity
of these instruments, and therefore are not shawimei table below.

Fair Value of Financial Instruments

At September 3( 2009 2008
Carrying Fair Carrying Fair

(In millions) Amount Value Amount Value

Long-term debi@ $ 561.8 $627.6 $ 603.6 $564.¢

@ Excludes current maturities and unamortized distst

Washington Gas’s long-term debt is not activelgéd The fair value of long-term debt was estimétaskd on the
guoted market prices of U.S. Treasury issues haisigilar term to maturity, adjusted for Washingt®as’s credit quality.

15. OPERATING SEGMENT REPORTING

We identify and report on operating segments utiftefmanagement approach.” Our chief operatingsi@cimaker is
our Chief Operating Officer. Operating segments gese revenue-generating components of an enterfoisvhich we
produce separate financial information internatigttwe regularly use to make operating decisionlsaasess performance.
We report three operating segmefifs:regulated utility (ii) retail energy-marketing ar(di) design-build energy systems.

With approximately 91% of WGL Holdings’ consoliddttotal assets, the regulated utility segment iscote business
and comprises Washington Gas and Hampshire. Thiated utility segment, through Washington Gasyjdles regulated
gas distribution services (including the sale aelivdry of natural gas, meter reading, respondinguistomer inquiries, bill
preparation and the construction and maintenands patural gas distribution system) to custonpeisarily in the District
of Columbia and the surrounding metropolitan aieddaryland and Virginia. Hampshire, an undergromatural gas
storage company that is regulated under a cogruice tariff by the FERC, provides services exsfely to Washington
Gas.

Through WGEServices, the retail energy-marketinggreent sells natural gas and electricity directlyatail customers,
both inside and outside of Washington Gas's tradéi service territory, in competition with regddtutilities and
unregulated gas and electricity marketers. ThroWM§BESystems, the design-build energy systems segmewvitles design-
build energy efficient and sustainable solutiongdeernment and commercial clients under constiaatbntracts.
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Transactions that are not significant enough ofa@adsalone basis to warrant treatment as an opgragigment, and that
do not fit into one of our three operating segmeaits aggregated as “Other Activities” and includsgart of non-utility
operations as presented below in the Operating 8egRinancial Information.

The same accounting policies applied in preparimgconsolidated financial statements, as discusshidte 1—
Accounting Policiealso apply to the reported segments. While netnrecor loss applicable to common stock is the pryt
criterion for measuring a segment’s performancealse evaluate our operating segments based onrelegant factors,
such as penetration into their respective marksdsreturn on equity. The following tables preseperating segment
information for the fiscal years ended Septembe2809, 2008 and 2007.

Operating Segment Financial Information
Non-Utility Operations

Retail
Regulatec  Energy- Desigr-Build Other
(In thousands Utility Marketing Energy Systen Activities Eliminations Consolidate
Year Ended September 30, 200
Operating Revenues $1,505,87! $1,192,02. $ 33,73 % 10 $ (24,786 $2,706,85
Operating Expenses
Cost of Energy-Related Sales 829,90 1,127,40 25,751 - (24,78¢)  1,958,28!
Operation 211,77: 35,04 2,83t 4,14¢ - 253,79
Maintenance 43,67+ - - - - 43,67+
Depreciation and Amortization 94,54* 75¢ 59 - - 95,351
General Taxes and Other Assessment
Revenue Taxe: 61,05! 1,07¢ - - - 62,12°¢
Other 48,73¢ 3,02t 141 27 - 51,92¢
Total Operating Expenses 1,289,68. 1,167,30: 28,79: 4,17¢ (24,78¢)  2,465,16'
Operating Income (Loss) 216,19. 24,72( 4,94: (4,166 - 241,68¢
Other Income—Net 1,662 101 14z 91¢ (642) 2,181
Interest Expense 44,14( 654 1 75C (642) 44,90:
Dividends on Washington Gas Preferred Stoc 1,32( - - - - 1,32(
Income Tax Expense (Benefit 66,44: 9,192 1,93( (290 - 77,27¢
Net Income (Loss) Applicable to Common Stoc $ 10595 $ 1497t $ 3,15¢ $ (3,709 $ - $ 120,37:
Total Assets $3,059,83 $ 300,49: $ 21,517 $83,26( $ (115,21f) $3,349,89
Capital Expenditures/Investments $ 13648:$ 2,39¢ 3 32 $ - $ - $ 138,90¢
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Operating Segment Financial Information
Non-Utility Operations

Retail
Regulatec  Energy- Desigr-Build Other
(In thousands Utility Marketing Energy Systen Activities Eliminations Consolidate
Year Ended September 30, 2(
Operating Revenue $1,552,34- $1,062,69. $ 29,05 $ 8 $ (15,90) $2,628,19.
Operating Expense
Cost of Energ-Related Sale 885,23: 1,023,29 23,84¢ - (15,907) 1,916,47
Operatior 205,31 26,53 2,621 3,27¢ - 237,73¢
Maintenance 44 ,81¢ - - - - 44 ,81¢
Depreciation and Amortizatic 94,15¢ 80:3 48 - - 95,007
General Taxes and Other Assessme -
Revenue Taxe 55,34¢ 54¢ - - - 55,891
Other 43,68¢ 2,841 92 29 - 46,647
Total Operating Expens: 1,328,55. 1,054,02 26,61( 3,30t (15,907) 2,396,58!
Operating Income (Los! 223,79 8,67 2,441 (3,297 - 231,60¢
Other Incom—Net 1,91 93 38¢ 1,25¢ (1,120 2,52k
Interest Expens 45,39 1,13¢ - 1,381 (1,120 46,797
Dividends on Washington Gas Preferred St 1,32( - - - - 1,32(
Income Tax Expens 65,26( 2,81 1,03¢ 38( - 69,49!
Net Income (Loss) Applicable to Common St $ 113,720 4381:$ 1,791 $ (3,809 $ - $ 116,52
Total Assett $3,020,47. $ 231,83¢ $ 21,647 $60,46: $ (90,87¢) $3,243,54.
Capital Expenditures/Investmetr $ 13457( $ 231 % 16C $ - $ - $ 134,96:
Year Ended September 30, 2(
Operating Revenue $1,513,83! $1,138,44' $ 10,178 $ 11¢ $ (16,56% $2,646,00
Operating Expense
Cost of Energ-Related Sale 892,37¢ 1,071,56: 7,81¢ - (16,565 1,955,18
Operatior 206,62: 23,25 2,05: 3,73( - 235,65¢
Maintenance 39,68¢ - - - - 39,68¢
Depreciation and Amortizatic 89,90 674 24 - - 90,60¢
General Taxes and Other Assessme
Revenue Taxe 55,94¢ 758 - - - 56,70:
Other 40,64¢ 2,561 87 25 - 43,32!
Total Operating Expensi 1,325,18! 1,098,830 9,97¢ 3,75¢ (16,565 2,421,16.
Operating Income (Los! 188,65: 39,63¢ 19¢ (3,636 - 224.84°
Other Incom—Net 2,61¢ 39 44¢ 3,22( (2,942 3,37¢
Interest Expens 45,157 2,93( - 3,722 (2,947 48,86¢
Dividends on Washington Gas Preferred Si 1,32(C - - - - 1,32(
Income Tax Expens 54,90( 14,31¢ 27¢ 643 - 70,13
Net Income (Loss) Applicable to Common St $ 89,88($ 2242t $ 367 $ (4,789 $ - $ 107,90(
Total Assett $2,836,49: $ 224,15( $ 12,47 $70,32¢ $ (97,08H $3,046,36.
Capital Expenditures/Investmetr $ 16256.$ 188t 3 85 $ - $ - $ 164,53:

16. RELATED PARTY TRANSACTIONS

WGL Holdings and its subsidiaries engage in trati@as during the ordinary course of business. totanpany
transactions and balances have been eliminatedtirernonsolidated financial statements of WGL Hugdi. Washington
Gas provides accounting, treasury, legal and @tisrinistrative and general support to affiliates] &iles consolidated tax
returns that include affiliated taxable transaciorfhe actual costs of these services are bill¢det@ppropriate affiliates a
to the extent such billings are not yet paid, theyreflected in “Receivables from associated cangsd on Washington
Gas's balance sheets. Washington Gas
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assigns or allocates these costs directly to filasds and, therefore, does not recognize revemmuexpenses associated
with providing these services.

In connection with billing for unregulated thirdmpamarketers and with other miscellaneous bilimgcesses,
Washington Gas collects cash on behalf of affiiaed transfers the cash as quickly as reasonabsjlpe. Cash collected
by Washington Gas on behalf of its affiliates bot yet transferred is recorded in “Payables to ciaged companies” on the
Washington Gas balance sheets. These transactiomsied by Washington Gas impact the balance singet

At September 30, 2009 and 2008, Washington Gasdtanded receivables from associated companies@#$nillion
and $4.6 million, respectively. At September 3002@nd 2008, Washington Gas had recorded payabessbciated
companies of $11.4 million and $22.7 million, respeely.

Washington Gas provides gas balancing servicetetkta storage, injections, withdrawals and deieseto all energy
marketers participating in the sale of naturalgasn unregulated basis through the customer clpoagrams that operate
in its service territory. These balancing servioetude the sale of natural gas supply commoditésted to various peakil
arrangements contractually supplied to Washingtas &d then partially allocated and assigned byhiligson Gas to the
energy marketers, including WGEServices. Washin@aa records revenues for these balancing sempigssant to tariffs
approved by the appropriate regulatory bodiesohjunction with such services and the related sabespurchases of
natural gas, Washington Gas charged WGEService8 $2llion, $15.9 million and $16.6 million for tHescal years ended
September 30, 2009, 2008 and 2007, respectivebsdhelated party amounts have been eliminatdtindnsolidated
financial statements of WGL Holdings.

As a result of these balancing services, an imloalécreated for volumes of natural gas receiwe@hshington Gas
that are not equal to the volumes of natural géiseted to customers of the energy marketers. W@®&ESss has recognize
an accounts receivable from Washington Gas intheuat of $4.6 million and $5.4 million at SeptemB@r 2009 and
2008, respectively, related to an imbalance invgdismes. Due to regulatory treatment, these rebégaare not eliminated
in the consolidated financial statements of WGLdittgs. Refer to Note 1-Accounting Policie$or a further discussion of
these imbalance transactions.

17. SUBSEQUENT EVENTS

On November 2, 2009, Washington Gas Light Compautgred into a note purchase agreement by and aoestain
purchasers for the issuance and sale of $50.0omitif unsecured 4.76% fixed rate notes with a &ar ynaturity due
November 1, 2019 through a private placement agaxemt. The estimated effective cost of the noteduding
consideration of issuance fees and hedge procisetig9%. The note purchase agreement providessihigiect to certain
conditions, the repayment of the notes may be acateld in the event of default. The conditions tiwatstitute an “event of
default” are fully described in the note purchageeament. If the repayment of the notes is acdelémue to an event of
default, the notes will mature and the entire udgmaincipal amount plus all accrued and unpaidregethereon and a make
whole amount determined in respect of such prin@psount, will all be immediately due and payable.

The Company has evaluated all events or transactiai occurred after September 30, 2009 througreiber 25,
2009, the date the accompanying financial statesngate available to be issued. During this pefiloere were no material
subsequent events other than those disclosed above.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Shareholders of WGildihgs, Inc.

We have audited the accompanying consolidated balsineets and consolidated statements of capttatizat WGL
Holdings, Inc. and subsidiaries (the “Company”p&September 30, 2009 and 2008, and the relatesbtidated statements
of income, common shareholders’ equity and compreiie income, and cash flows for each of the tlyeses in the period
ended September 30, 2009. Our audits also incltidetinancial statement schedule listed in the xratdtem 15 under
Schedule Il. These financial statements and firirstatement schedule are the responsibility ofbepany’s
management. Our responsibility is to express aniopion the financial statements and financialkestant schedule based
on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamioUnited
States). Those standards require that we plan erfidrp the audit to obtain reasonable assurancetatitether the
financial statements are free of material misstatgmAn audit includes examining, on a test basiglence supporting the
amounts and disclosures in the financial statemé@msudit also includes assessing the accountiimgiples used and
significant estimates made by management, as weValuating the overall financial statement preg@n. We believe th
our audits provide a reasonable basis for our opini

In our opinion, such consolidated financial statetegresent fairly, in all material respects, tin@ricial position of
WGL Holdings, Inc. and subsidiaries as of Septen30e12009 and 2008, and the results of their ojmersiand their cash
flows for each of the three years in the periodegh8eptember 30, 2009, in conformity with accounpirinciples generally
accepted in the United States of America. Als@unopinion, such financial statement schedule,md¢ensidered in
relation to the basic consolidated financial staets taken as a whole, presents fairly, in all nteespects, the
information set forth therein.

As discussed in Note 1 to the consolidated findrst&ements, the Company adopted Statement oh&iglaAccounting
Standards No. 15&mployers’ Accounting for Defined Benefit Pensiad ®&ther Postretirement Plaifpart of Accounting
Standards Codification Topic 716pmpensation — Retirement Benéfitas of September 30, 2007.

We have also audited, in accordance with the stasdi the Public Company Accounting Oversight Bo@snited
States), the Compars/internal control over financial reporting as efp&mber 30, 2009, based on the criteria estahbliist
Internal Control— Integrated Frameworissued by the Committee of Sponsoring Organizatidrise Treadway
Commission and our report dated November 25, 2@f8essed an unqualified opinion on the Companytrital control
over financial reporting.

DELOITTE & TOUCHE LLP

McLean, Virginia
November 25, 200
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Shareholder of Wagoim Gas Light Company

We have audited the accompanying balance sheetstaiednents of capitalization of Washington Ga$t.i@ompany (the
“Company”) as of September 30, 2009 and 2008, heddlated statements of income, common sharefwleguity and
comprehensive income, and cash flows for eacheoftttee years in the period ended September 3@, ZD& audits also
included the financial statement schedule listetthéindex at Item 15 under Schedule Il. Thesenfife statements and
financial statement schedule are the responsilfithe Company management. Our responsibility is to expresspaman
on the financial statements and financial statersein¢dule based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamioUnited
States). Those standards require that we plan arfidrp the audit to obtain reasonable assurancetaffether the
financial statements are free of material misstatgnirhe Company is not required to have, nor werengaged to
perform, an audit of its internal control over firtéal reporting. Our audits included consideratidimternal control over
financial reporting as a basis for designing apdittedures that are appropriate in the circumstarmé not for the purpose
of expressing an opinion on the effectiveness @f@bmpany’s internal control over financial repagti Accordingly, we
express no such opinion. An audit also includesréxiag, on a test basis, evidence supporting theusms and disclosures
in the financial statements, assessing the acaayptinciples used and significant estimates mad@énagement, as well
as evaluating the overall financial statement priegmn. We believe that our audits provide a reabée basis for our
opinion.

In our opinion, such financial statements presainlyf in all material respects, the financial gimsi of Washington Gas
Light Company as of September 30, 2009 and 2008t results of its operations and its cash fleawsach of the three
years in the period ended September 30, 2009 nformity with accounting principles generally actapin the Unitec
States of America. Also, in our opinion, such fioi@hstatement schedule, when considered in relatidhe basic financial
statements taken as a whole, presents fairly] imatierial respects, the information set forth éirer

As discussed in Note 1 to the financial stateméhesCompany adopted Statement of Financial Acéogrgtandards
No. 158,Employers’ Accounting for Defined Benefit Pensiad ®&ther Postretirement Plarfpart of Accounting Standards
Codification Topic 715Compensation — Retirement Benéfitas of September 30, 2007.

DELOITTE & TOUCHE LLP

McLean, Virginia
November 25, 200

127




WGL Holdings, Inc.

Washington Gas Light Company

Part Il

Item 8. Financial Statements and Supplementary (2atzcluded)

REGIE 2.1 Attachment 9 WGL 10-K 2009
Page 198 of 255

SUPPLEMENTARY FINANCIAL INFORMATION (Unaudited)

QUARTERLY FINANCIAL DATA

All adjustments necessary for a fair presentat@vetbeen included in the quarterly information jied below. Due to
the seasonal nature of our business, we reportasulzd variations in operations on a quarterlyis©as

Quarter Ended

(In thousands, except per share de

December 3:@ March 310 June 3(® September 3(b)

Fiscal Year 200¢

Operating revenues $ 826,08¢{ $ 1,040,88! $ 427,03t $
Operating income (loss; 102,22: 134,73. 12,22:
Net income (loss) applicable to common stoc 54,62¢ 75,07( 1,807
Earnings (loss) per average share of common stoc
Basic(© 1.0¢ 1.5C 0.04
Diluted © 1.0¢ 1.4¢ 0.04
Fiscal Year 200!
Operating revenue $ 751,62¢ $ 1,020,03" $ 464,64
Operating income (los! 89,93: 145,00¢ 9,50z
Net income (loss) applicable to common st 47,19° 81,03¢ (492)
Earnings (loss) per average share of common s
Basic©) 0.9¢ 1.64 (0.07)
Diluted ©) 0.9t 1.62 (0.01)

412,84
(7,490)
(11,129

(0.22)
(0.22)

391,88:
(12,849)
(11,22()

(0.22)
(0.22)

@ Earnings for the regulated utility segment for thearter ended December 31, 2008 included reversalmeviously proposed disallowance
purchased gas charges as a result of a review tf@PSC of MD Hearing Examiner. This reversal resiin income of $4.6 million (p-tax) to

“ Operating revenue-utility” .

() Earnings for the regulated utility segment for thearters ended March 31, 2009 and June 30, 200@dtec accruals related to the Virginia ESM
$4.3 million and $1.5 million, respectively. Managent identified and reversed these accruals irfabeth quarter of 2009 to correct for an error in

the calculation. Management does not believe tfee®sf of these prior period corrections are mateeigher to the current period financial statements

or any prior period financial statemen

©  The sum of quarterly per share amounts may notleapuzual per share amounts as quarterly calculasiame based on varying numbers of common

shares

128




REGIE 2.1 Attachment 9 WGL 10-K 2009
Page 199 of 255

WGL Holdings, Inc.
Washington Gas Light Company
Part Il

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON
ACCOUNTING AND FINANCIAL DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES

EVALUATION OF DISCLOSURE CONTROLS AND PROCEDURES

Senior management, including the Chairman and Ghietutive Officer, and the Vice President and €Rirancial
Officer, evaluated the effectiveness of WGL Holdihdisclosure controls and procedures as of SepmeB® 2009. Based
on this evaluation process, the Chairman and Ghietutive Officer, and the Vice President and Ckieancial Officer
have concluded that WGL Holdings’ disclosure calstemd procedures were effective as of Septemhe2(BID.

MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER FINANC IAL REPORTING

Management of WGL Holdings is responsible for dighing and maintaining adequate internal contk@rdinancial
reporting as defined in Rules 13a-15(f) and 15d)15{der the Securities Exchange Act of 1934. WGildihgs’ internal
control over financial reporting is designed toypde reasonable assurance regarding the reliabflifynancial reporting
and the preparation of financial statements foemel purposes in accordance with generally acdegteounting principles
in the United States of America.

Because of the inherent limitations of internaltcohover financial reporting, including the posétip of human error
and the circumvention or overriding of controls temel misstatements may not be prevented or dedemt a timely basis.
Accordingly, even internal controls determined éodffective can provide only reasonable assuraritberespect to
financial statement preparation and presentatiarthErmore, projections of any evaluation of tHe&fveness to future
periods are subject to the risk that such contriy become inadequate due to changes in conditiotisat the degree of
compliance with the policies or procedures may ri@tate.

Management has assessed the effectiveness of W@GIing®' internal control over financial reporting af
September 30, 2009 based upon the criteria sét ifod report entitlethternal Control—Integrated Framewoiksued by
the Committee of Sponsoring Organizations of theativay Commission. Based on its assessment, maeagbas
concluded that WGL Holdings maintained effectivieinal control over financial reporting as of Sepber 30, 2009.

Deloitte & Touche LLP, our independent registerablit accounting firm, has audited the effectivenekour internal
control over financial reporting as of SeptemberZ9. Deloitte & Touche LLP’s report on the awafiinternal control
over financial reporting is included in Item 9Atbfs Form 10-K.

CHANGES IN INTERNAL CONTROL OVER FINANCIAL REPORTIN G

There have been no changes in the internal cooweal financial reporting of WGL Holdings during thearter ended
September 30, 2009 that have materially affectedr@reasonably likely to materially affect, théernal control over
financial reporting of WGL Holdings.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Shareholders of WGildihgs, Inc.

We have audited the internal control over financéglorting of WGL Holdings, Inc. and subsidiarigse(“Company”)as
of September 30, 2009, based on criteria estalolishiaternal Control — Integrated Framewoissued by the Committee
of Sponsoring Organizations of the Treadway ComimissThe Company’s management is responsible fontaiaing
effective internal control over financial reportingd for its assessment of the effectiveness efrial control over financial
reporting, included in the accompanying ManagenseRg€port on Internal Control over Financial RepaytiOur
responsibility is to express an opinion on the Canys internal control over financial reporting bdn our audit.

We conducted our audit in accordance with the stadedof the Public Company Accounting Oversightri8d@nited
States). Those standards require that we plan erfidrp the audit to obtain reasonable assurancetatiwether effective
internal control over financial reporting was mained in all material respects. Our audit includbthining an
understanding of internal control over financigloging, assessing the risk that a material weakegssts, testing and
evaluating the design and operating effectivenég#ernal control based on the assessed riskpanfdrming such other
procedures as we considered necessary in the @tanoes. We believe that our audit provides a redde basis for our
opinion.

A company’s internal control over financial repogiis a process designed by, or under the supenvigj the
company’s principal executive and principal finaiafficers, or persons performing similar funcgpand effected by the
company’s board of directors, management, and @iesonnel to provide reasonable assurance regattérreliability of
financial reporting and the preparation of finahstatements for external purposes in accordantiegeinerally accepted
accounting principles. A company’s internal conteér financial reporting includes those policies @rocedures that
(1) pertain to the maintenance of records thateasonable detail, accurately and fairly refleettdansactions and
dispositions of the assets of the company; (2) idmweasonable assurance that transactions anelegcas necessary to
permit preparation of financial statements in adaace with generally accepted accounting princj@asd that receipts and
expenditures of the company are being made ordg@ordance with authorizations of management amdtdirs of the
company; and (3) provide reasonable assurancediaggsrevention or timely detection of unauthorizedjuisition, use, or
disposition of the company’s assets that could lzanweterial effect on the financial statements.

Because of the inherent limitations of internaltcolhover financial reporting, including the pos§ti of collusion or
improper management override of controls, mateniastatements due to error or fraud may not beeprted or detected on
a timely basis. Also, projections of any evaluatidnthe effectiveness of the internal control ofieancial reporting to
future periods are subject to the risk that thetrodsm may become inadequate because of changesidtitions, or that the
degree of compliance with the policies or procedumnay deteriorate.

In our opinion, the Company maintained, in all mateespects, effective internal control over figa@l reporting as of
September 30, 2009, based on the criteria establistinternal Control — Integrated Framewoissued by the Committee
of Sponsoring Organizations of the Treadway Comiarss

We have also audited, in accordance with the stasdi the Public Company Accounting Oversight Bo@snited
States), the consolidated financial statementdfaméinancial statement schedule as of and foyttae ended September .
2009 of the Company and our report dated NovembBegP@09 expressed an unqualified opinion on thossalidated
financial statements and financial statement sdeedu

DELOITTE & TOUCHE LLP
McLean, Virginia

November 25, 200
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ITEM 9AT. CONTROLS AND PROCEDURES

Washington Gas is a nhon-accelerated filer; theegfimanagement has included this Iltem 9AT as pahiscombined
report being filed by the two separate registraWt&L Holdings and Washington Gas. Management’s Repolnternal
Control over Financial Reporting included belowiumished to, but not filed with, the SecuritiesldExchange
Commission.

EVALUATION OF DISCLOSURE CONTROLS AND PROCEDURES

Senior management, including the Chairman and Ghetutive Officer, and the Vice President and €ChRirancial
Officer, evaluated the effectiveness of Washind@s’s disclosure controls and procedures as ok8dr 30, 2009.
Based on this evaluation process, the ChairmarCéunef Executive Officer, and the Vice President &tdef Financial
Officer have concluded that Washington Gas’s diale controls and procedures were effective agpfegnber 30, 2009.

MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER FINANC IAL REPORTING

Management of Washington Gas is responsible fabéshing and maintaining adequate internal cortvelr financial
reporting as defined in Rules 13a-15(f) and 15d)1&{der the Securities Exchange Act of 1934. Wagloin Gas’s internal
control over financial reporting is designed toypde reasonable assurance regarding the reliabflifynancial reporting
and the preparation of financial statements foemel purposes in accordance with generally acdesateounting principles
in the United States of America.

Because of the inherent limitations of internaltcoihover financial reporting, including the pogitp of human error
and the circumvention or overriding of controls temal misstatements may not be prevented or dedemt a timely basis.
Accordingly, even internal controls determined éodffective can provide only reasonable assuraritberespect to
financial statement preparation and presentatiarthErmore, projections of any evaluation of tHe&fveness to future
periods are subject to the risk that such contriay become inadequate due to changes in conditotisat the degree of
compliance with the policies or procedures may ritmtate.

Management has assessed the effectiveness of WashiBas's internal control over financial repagtias of
September 30, 2009 based upon the criteria sét ifod report entitlethternal Control—Integrated Framewoigsued by
the Committee of Sponsoring Organizations of theativay Commission. Based on its assessment, maeagbas
concluded that Washington Gas maintained effedtiternal control over financial reporting as of &apber 30, 2009.

This annual report on Form 10-K does not includatestation report of Washington Gaségistered public accountil
firm regarding internal control over financial repog pursuant to temporary rules of the Securisied Exchange
Commission that permit Washington Gas to providg tris management’s report in this annual reparForm 10-K.

CHANGES IN INTERNAL CONTROL OVER FINANCIAL REPORTIN G

There have been no changes in the internal coowal financial reporting of Washington Gas durihg tuarter ended
September 30, 2009 that have materially affectedr@reasonably likely to materially affect, théesrnal control over
financial reporting of Washington Gas.
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ITEM 9B. OTHER INFORMATION

None.
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ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE
OF THE REGISTRANTS

Information concerning the Company’s Board of Dices and the audit committee financial expert ciowtg in WGL
Holdings’ definitiveProxy Statemerdand Washington Gas’s definitiveformation Statemerior the March 4, 2010 Annual
Meeting of Shareholders is hereby incorporateddigrence. Information related to Executive Offidsreeflected in Part |
hereof.

ITEM 11. EXECUTIVE COMPENSATION

Information concerning Executive Compensation coetdin WGL Holdings’ definitivdProxy Statemerand
Washington Gas’s definitivinformation Statemeribr the March 4, 2010 Annual Meeting of Sharehatderthereby
incorporated by reference. Information related xedutive Officers as of September 30, 2009 is ctdie in Part | hereof.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND
MANAGEMENT AND RELATED STOCKHOLDER MATTERS

The information captione8ecurity Ownership of Management and Certain Beia¢fDwnersand the information
captionedeEquity Compensation Plan InformatiomnWGL Holdings’ definitiveProxy Statemerand Washington Gas'’s
definitive Information Statemerior the March 4, 2010 Annual Meeting of Sharehaddsrhereby incorporated by reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS, AND
DIRECTOR INDEPENDENCE

The information captioneRelated Person Transactions During Fiscal Year 2008/GL Holdings’ definitiveProxy
Statemenand Washington Gas’s definitiveformation Statemerfor the March 4, 2010 Annual Meeting of Sharehdader
hereby incorporated by reference.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information captioneHBiscal Years 2009 and 2008 Audit Firm Fee Sumnral GL Holdings’ definitiveProxy
Statemenénd Washington Gas’s definitiveformation Statemerior the March 4, 2010 Annual Meeting of Sharehadder
hereby incorporated by reference.
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WGL Holdings, Inc.
Washington Gas Light Company
Part IV
Iltem 15. Exhibits and Financial Statement Schedules

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

Financial Statement Schedules

@1)
All of the financial statements and financial stagst schedules filed as a part of the annual repoFform 10-K are
included in Item 8.

()(2)
Schedule Il should be read in conjunction withfthancial statements in this report. Schedulesmatided herein have
been omitted because they are not applicable aetidred information is shown in the financialtetaents or notes there

Schedule
Exhibit Description

Il Valuation and Qualifying Accounts and Reservedlieryears ended September 30, 2009, 2008 and 2007—
WGL Holdings, Inc.

Valuation and Qualifying Accounts and Reservedlieryears ended September 30, 2009, 2008 and 2007—
Washington Gas Light Compar

@@®3) Exhibits
Exhibits Filed Herewith:

10.1 Amended Service Agreement, effective October 3082With Columbia Gas Transmission Company rel#dt
Firm Transportation Servic

10.2 Amended Service Agreement, effective October 3082With Columbia Gas Transmission Company rel#dt
Firm Transportation Servic

121 Computation of Ratio of Earnings to Fixed Cha—WGL Holdings, Inc.

12.2 Computation of Ratio of Earnings to Fixed Chargaes Breferred Stock Dividen—WGL Holdings, Inc.

12.3 Computation of Ratio of Earnings to Fixed Cha—Washington Gas Light Compar

12.4 Computation of Ratio of Earnings to Fixed Chargas Breferred Stock Dividends—Washington Gas Light
Company.

21 Subsidiaries of WGL Holdings, In

23 Consent of Deloitte & Touche LLI

24 Power of Attorney

31.1 Certification of Terry D. McCallister, the Chairmand Chief Executive Officer of WGL Holdings, Inc.,
pursuant to Section 302 of the Sarbi-Oxley Act of 2002

31.2 Certification of Vincent L. Ammann, Jr., the ViceeBident and Chief Financial Officer of WGL Hold&dnc.,
pursuant to Section 302 of the Sarbi-Oxley Act of 2002

31.3 Certification of Terry D. McCallister, the Chairmand Chief Executive Officer of Washington Gas ltigh
Company, pursuant to Section 302 of the Sart-Oxley Act of 2002

31.4 Certification of Vincent L. Ammann, Jr., the ViceeBident and Chief Financial Officer of Washing®as

Light Company, pursuant to Section 302 of the Saet-Oxley Act of 2002

32 Certification of Terry D. McCallister, the Chairmand Chief Executive Officer, and Vincent L. Ammaudn,
the Vice President and Chief Financial Officer,quamt to Section 906 of the Sarbe«-Oxley Act of 2002

Exhibits Incorporated by Reference:

2 Plan of Merger between WGL Holdings, Inc. and Wagton Gas Light Company, filed on Form S-4 dated
February 2, 200(
3 Articles of Incorporation & Bylaws

Washington Gas Light Company Charter, filedForm -3 dated July 21, 199!
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WGL Holdings, Inc.
Washington Gas Light Company
Part IV
Item 15. Exhibits and Financial Statement Schedidestinued)

Schedule

Exhibit Description

@)(@?3) Exhibits (continued)
WGL Holdings, Inc. Charter, filed cForm -4 dated February 2, 200
Bylaws of WGL Holdings, Inc. as amended on MarcB®)?9, filed as Exhibit 3(ii) to Form 8-K on Maréh
2009.
Bylaws of Washington Gas Light Company as amende8aptember 23, 2009, filed as Exhibit 3(ii) to
Form &K on September 25, 200
Code of Conduct of WGL Holdings, Inc. as amende&eptember 23, 2009, filed as Exhibit 14.1 to
Form &K on September 25, 200
Code of Conduct of Washington Gas Light Compangraended on September 23, 2009, filed as Exhibit 14.
to Form &K on September 25, 20C

4 Instruments Defining the Rights of Security Holdacduding Indentures
Indenture, dated September 1, 1991 between Washii@gs Light Company and The Bank of New York, as
Trustee, regarding issuance of unsecured noted,d8 an exhibit tForm ¢&-K on September 19, 199
Supplemental Indenture, dated September 1, 1998katWashington Gas Light Company and The Bank of
New York, as Trustee, regarding the addition oéa section to the Indenture dated September 1,,¥€d as
an exhibit tcForm &K on September 10, 199

10 Material Contracts

Other Services Contrac

Master Services Agreement, effective June 19, 28@H, Accenture LLP, related to business process
outsourcing, and service technology enhancemelad,ds Exhibit 10.1 to Form 10-Q for the quarteded
June 30, 2007. Portions of this exhibit were ordifgtersuant to a request for confidential treatnseibimitted to
the Securities and Exchange Commiss

Gas transportation and storage contr

Service Agreement, effective October 31, 2008, Withumbia Gas Transmission Company related to Firm
Storage Service, filed as Exhibit 10.1Form 1(-Q for the quarter ended June 30, 2C

Service Agreement, effective October 31, 2008, Withumbia Gas Transmission Company related to Firm
Transportation Service, filed as Exhibit 10.2Form 1(-Q for the quarter ended June 30, 2C

Service Agreement, effective October 31, 2008, Withumbia Gas Transmission Company related to Firm
Transportation Service, filed as Exhibit 10.:Form 1(-Q for the quarter ended June 30, 2C

Service Agreement, effective October 31, 2008, Withumbia Gas Transmission Company related to Firm
Transportation Service, filed as Exhibit 10.2Form 1(-Q for the quarter ended June 30, 2C

Service Agreement, effective April 1, 2007, withrba Storage Company related to Firm Storage Serfiled
as Exhibit 10.1 ttForm 1(-K for the fiscal year ended September 30, 2

Service Agreement, effective November 1, 2007, Withumbia Gas Transmission Company related to Firm
Transportation Service, filed as Exhibit 10.zForm 1(-K for the fiscal year ended September 30, 2

Service Agreement, effective November 1, 2007, Widinscontinental Gas Pipe Line Corporation rela&ted
Firm Transportation Service, filed as Exhibit 16@Form 1¢-K for the fiscal year ended September 30, 2!

Service Agreement, effective November 1, 2005, @ithumbia Gulf Transmission Company related to Firm
Transportation Service, filed as Exhibit 10.1Form 1(-K for the fiscal year ended September 30, 2

Service Agreement, effective November 1, 2005, Withumbia Gas Transmission Corporation relatedinm F
Storage Service (Agreement 85037), filed as ExHibiP to Form 10-K for the fiscal year ended Sejmen30,
2005.
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WGL Holdings, Inc.
Washington Gas Light Company
Part IV
Item 15. Exhibits and Financial Statement Schedidestinued)

Description

@)(3)

Exhibits (continued)

Service Agreement, effective November 1, 2005, @Wittumbia Gas Transmission Corporation related to
Storage Service (Agreement 85038), filed as ExHibiB to Form 10-K for the fiscal year ended Sejmen30,
2005.

Service Agreement, effective November 1, 2005, Withumbia Gas Transmission Corporation relatedinm F
Transportation Service (Agreement 85036), filedEakibit 10.4 to Form 10-K for the fiscal year ended
September 30, 200

Service Agreement, effective November 1, 2005, @itlve Point LNG FPS-2-related to Peaking Service, fil
as Exhibit 10.5 ttForm 1(-K for the fiscal year ended September 30, 2

Service Agreement, effective November 1, 2005, Witive Point LNG FPS-3-related to Peaking Service, fil
as Exhibit 10.6 ttForm 1(-K for the fiscal year ended September 30, 2

Service Agreement, effective May 1, 2005, as aménaéh Dominion Cove Point LNG, LP related to Firm
Transportation Service, filed as Exhibit 10.2Form 1(-K for the fiscal year ended September 30, 2

Service Agreement, effective November 1, 2004, Wittminion Transmission Inc. related to Firm
Transportation Service from the Mid Atlantic prdjefded as Exhibit 10.5 to Form 10-K for the fisgaar
ended September 30, 20!

Service Agreement, renegotiated and effective 1u2©04, as amended, with Columbia Gas Transmission
Corporation related to Firm Storage Service, fdsdExhibit 10.7 to Form 10-K for the fiscal yeaded
September 30, 2004. (Agreement 78€

Service Agreement, renegotiated and effective 1u2©04, as amended, with Columbia Gas Transmission
Corporation related to Firm Storage Service, fasdExhibit 10.7 to Form 10-K for the fiscal yeaded
September 30, 2004. (Agreement 78€

Service Agreement, renegotiated and effective Ju2004, as amended, with Columbia Gas Transmission
Corporation related to Firm Storage Service, fasdExhibit 10.7 to Form 10-K for the fiscal yeaded
September 30, 2004. (Agreement 78€

Service Agreement, renegotiated and effective 1u2©04, as amended, with Columbia Gas Transmission
Corporation related to Storage Service filed asiliikh0.8 to Form 10-K for the fiscal year ended
September 30, 2004. (Agreement 78€

Service Agreement, renegotiated and effective Ju2004, as amended, with Columbia Gas Transmission
Corporation related to Storage Service filed asiliikh0.8 to Form 10-K for the fiscal year ended
September 30, 2004. (Agreement 78€

Service Agreement, renegotiated and effective 1u2©04, as amended, with Columbia Gas Transmission
Corporation related to Storage Service filed asiliikh0.8 to Form 10-K for the fiscal year ended
September 30, 2004. (Agreement 78€

Service Agreement, renegotiated and effective Ju2004, as amended, with Columbia Gas Transmission
Corporation related to Firm Transportation Serviited as Exhibit 10.9 to Form 10-K for the fisgadar ended
September 30, 2004. (Agreement 78€

Service Agreement, renegotiated and effective Ju2004, as amended, with Columbia Gas Transmission
Corporation related to Firm Transportation Servfited as Exhibit 10.9 to Form 10-K for the fisgadar ended
September 30, 2004. (Agreement 78€

Service Agreement, renegotiated and effective 1u2©04, as amended, with Columbia Gas Transmission
Corporation related to Firm Transportation Serviited as Exhibit 10.9 to Form 10-K for the fisgadar ended
September 30, 2004. (Agreement 78€

Service Agreement, effective January 1, 1996, Witnscontinental Gas Pipe Line Corporation relabefirm
Transportation Service, filed as Exhibit 10.1JForm 1(-K for the fiscal year ended September 30, 2!
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WGL Holdings, Inc.
Washington Gas Light Company
Part IV
Item 15. Exhibits and Financial Statement Sched{destinued)

Description

@)(3)

Exhibits (continued)

Service Agreement effective November 1, 2002 with Transcontinental Gas Pipe Line CorporationHer t
MarketLink Firm Transportation Capacity, filed aghiibit 10.1 to Form 10-K for the fiscal year ended
September 30, 200

Service Agreement effective October 1, 1993 witariBcontinental Gas Pipe Line Corporation related to
General Storage Service filed as Exhibit 10.Form 1(-K for the fiscal year ended September 30, 1!

Service Agreement effective October 1, 1993 withmidvon Transmission, Inc. related to Firm Transption
Service, filed as Exhibit 10.11 Form 1(-K for the fiscal year ended September 30, 1!

Service Agreement effective October 1, 1993 withmidvon Transmission, Inc. related to General Sterag
Service, filed as Exhibit 10.13 Form 1(-K for the fiscal year ended September 30, 1!

Service Agreement effective August 1, 1991 withriB@ontinental Gas Pipe Line Corporation related to
Washington Storage Service, filed as Exhibit 1@dlForm 1(-K for the fiscal year ended September 30, 1!

Management Contracts, Compensatory Plans or Armraents with Executive Officers and Directt

WGL Holdings, Inc. and Washington Gas Light Comp@&tange in Control Severance Plan for Certain
Executives, as amended on September 24, 2008 afilékhibit 10.1 to Form 10-K for the fiscal yeaded
September 30, 2008

WGL Holdings, Inc. and Washington Gas Light Comp&mferred Compensation Plan for Outside Directors,
amended and restated effective January 1, 20G&rther amended on September 24, 2008, filed as
Exhibit 10.1 tcForm 1(-K for the fiscal year ended September 30, 20

Washington Gas Light Company Supplemental ExeciRierement Plan, amended and restated effective
January 1, 2005, as further amended on Septemb2028, filed as Exhibit 10.1 to Form 10-K for thecal
year ended September 30, 20C

WGL Holdings, Inc. Omnibus Incentive CompensatitemPfiled as Exhibit 10.2 to form 8-K dated
December 21, 2006

WGL Holdings, Inc. 1999 Incentive Compensation PEmamended and restated as of March 5, 2008 dile
Exhibit 10.15 tcForm 1(-K for the fiscal year ended September 30, 20

Form of Nonqualified Stock Option Award Agreemdiied as Exhibit 10.01 to Form 8-K dated October 5,
2004.*

Form of Performance Share Award Agreement, filefbasibit 10.01 tcForm 1(-Q dated February 11, 200¢
Form of Performance Units Award Agreement, filedeakibit 10.02 tcForm 1(-Q dated February 11, 200€

WGL Holdings, Inc. and Washington Gas Light Compamferred Compensation Plan for Outside Directors,
adopted December 18, 1985, and amended as of NeveimBOO0O, filed as Exhibit 10.2 to Form 10-K lre t
fiscal year ended September 30, 20(

Debt and Credit Agreemer

Form of Note Purchase Agreement dated Novembed@,Z2ntered into by and among Washington Gas Light
Company and certain purchasers, for the issuargtsala by Washington Gas Light Company of $50 onillof
unsecured fixed rate notes due November 1, 2016 Bs Exhibit 4.1 tForm &K dated November 5, 200

Form of Note issued in connection with the NotedRase Agreement dated November 2, 2009, by andgmon
Washington Gas Light Company and certain purchassgarding the issuance and sale by Washington Gas
Light Company of $50 million of unsecured fixedaaintes due November 1, 2019. Filed as Exhibital.2

Form &K dated November 5, 200
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WGL Holdings, Inc.
Washington Gas Light Company
Part IV
Item 15. Exhibits and Financial Statement Schedigdescluded)

Description

@)(3)

Exhibits (continued)

Form of Distribution Agreement, dated June 3, 2@fered into by and among Washington Gas Light
Company and Wachovia Capital Markets, LLC., BB&Tp@al Markets, a division of Scott & Stringfellow,
LLC., J.P. Morgan Securities Inc., Mitsubishi UReS8rities (USA), Inc., and The Williams Capital Gpo L.P.
regarding the issuance and sale by Washington @&#a$ Company of up to $450 million of Medium-Term
Notes, Series |. Filed as Exhibit 1.1Form &K dated June 4, 200

Amended and Restated Credit Agreement dated as@digt 3, 2007 among WGL Holdings, Inc., the Lenders
Wachovia Bank, National Association, as administeadgent; Bank of Tokyo-Mitsubishi Trust Compaag,
syndication agent; Citibank, N.A., SunTrust Bankl &ells Fargo Bank, National Association, as
documentation agents; and Wachovia Capital Mark&t€, as lead arranger and book runner, filed as
Exhibit 10.2 tcForm 1(-Q for the quarter ended June 30, 2C

Amended and Restated Credit Agreement dated as@digt 3, 2007 among Washington Gas Light Company,
the Lenders, Wachovia Bank, National Associatiena@ministrative agent; Bank of Tokyo-Mitsubishi

Trust Company, as syndication agent; Citibank, NSAinTrust Bank, and Wells Fargo Bank, National
Association, as documentation agents; and Wacloagatal Markets, LLC, as lead arranger and bookeun
filed as Exhibit 10.3 tForm 1(-Q for the quarter ended June 30, 2C

Form of Distribution Agreement dated June 14, 28@®ng Washington Gas Light Company and Citigroup
Global Markets Inc., Banc of America Securities LINIerrill Lynch, Pierce, Fenner & Smith Incorpordte
SunTrust Capital Markets, Inc., The Williams Cap@aoup, L.P. and Wachovia Capital Markets, LLC
regarding the issuance and sale by Washington @&#a$ Company of up to $300 million of Medium-Term
Notes, Series H under an Indenture dated as o&Bdyatr 1, 1991. Filed as Exhibit 1.1Form 8-K dated
June 15, 200¢

* This asterisk designates an agreement that @vgensatory plan or arrangement.
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WGL Holdings, Inc. and Subsidiaries
Schedule I—Valuation and Qualifying Accounts and Reserve
Years Ended September 30, 2009, 2008 and 2007
Additions Charged T
Balance a Balance
Beginning | Costs anc Other at End of
(In thousands of Period | Expense: Accounts® | Deductions®) Period
2009
Valuation and Qualifying Accounts
Deducted from Assets in the Balance Shee
Allowance for Doubtful Accounts $ 17,100 | $ 22,43t $ 4,167 | $ 22,73: | $ 20,96¢
2008
Valuation and Qualifying Accoun
Deducted from Assets in the Balance Sh
Allowance for Doubtful Account $ 1448 | $ 19,95¢ $ 4,651 | $ 22,00 | $ 17,10
2007
Valuation and Qualifying Accoun
Deducted from Assets in the Balance Sh
Allowance for Doubtful Account $ 1767¢ | $ 9,64¢ $ 412 | $ 16,95¢ [ $ 14,48¢
Notes:

@ Recoveries on receivables previously written sffiacollectible and unclaimed customer depositsigayments, etc., not refundable.

®) Includes deductions for purposes for which resewe provided or revisions made of estimated axjgo |
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Washington Gas Light Company
Schedule I—Valuation and Qualifying Accounts and Reserve
Years Ended September 30, 2009, 2008 and 2007
Additions Charged T
Balance a Balance a
Beginning | Costs antc Other End of
(In thousands of Period | Expense: Accounts® | Deductions®) Period
2009
Valuation and Qualifying Accounts
Deducted from Assets in the Balance Shet
Allowance for Doubtful Accounts $ 15,73¢ | $ 18,56% $ 373 1 $ 19,41¢ | $ 18,611
2008
Valuation and Qualifying Accoun
Deducted from Assets in the Balance Sh
Allowance for Doubtful Account $ 1321t | $ 16,76 $ 4,207 | $ 18,447 | $  15,73¢
2007
Valuation and Qualifying Accoun
Deducted from Assets in the Balance Sh
Allowance for Doubtful Account $ 1654 | $ 7,88¢ $ 412 | $ 1533t [ $ 13,21¢
Notes:

@ Recoveries on receivables previously written sffiacollectible and unclaimed customer depositsigayments, etc., not refundable.

®) Includes deductions for purposes for which resewe provided or revisions made of estimated axjgo |
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the Reayids have duly
caused this report to be signed on their behathbyundersigned, thereunto duly authorized.

WGL HOLDINGS, INC.
and
WASHINGTON GAS LIGHT COMPANY
(Co-registrants)
/s! Vincent L. Ammann, J
Vincent L. Ammann, Jr.
Vice President and
Chief Financial Officer

Date: November 25, 2009

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe following
persons on behalf of the registrants and in thaatips and on the dates indicated.

Signature Title Date

/sl Terry D. McCallister Chairman of the Board and Chief Executive  November 25, 20(
(Terry D. McCallister Officer

/s/ Adrian P. Chapman President and Chief Operating Officer November 25, 20(
(Adrian P. Chapmai

/sl Vincent L. Ammann, Jr. Vice President and Chief Financial Officer November 25, 20(
(Vincent L. Ammann, Jr (Principal Financial Officer)

/sl Mark P. O’Flynn Controller November 25, 20(
(Mark P. CFlynn) (Principal Accounting Officer)

* Director November 25, 20(

(Michael D. Barnes

* Director November 25, 20(
(George P. Clancy, J

* Director November 25, 20(
(James W. Dyke, Ji

* Director November 25, 20(
(Melvyn J. Estrin

* Director November 25, 20(
(James F. Lafon(

* Director November 25, 20(

(Debra L. Lee

* Director November 25, 20(
(Karen Hastie Williams

*By: Vincent L. Ammann, Jr. November 25, 20(

(Vincent L. Ammann, Jr.)
Attorney-in-Fact
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WGL HOLDINGS, INC. and WASHINGTON GAS LIGHT COMPANY 2009Form 10-K
Exhibit Index

Description

101
10.2
121
12.2
12.3
124
21

23

24

311
31.2
313
314

32

Amended Service Agreement, effective October 3082®ith Columbia Gas Transmission Company related
Firm Transportation Servic

Amended Service Agreement, effective October 3082ith Columbia Gas Transmission Company rel&ted
Firm Transportation Servic

Computation of Ratio of Earnings to Fixed Cha—WGL Holdings, Inc.

Computation of Ratio of Earnings to Fixed Chargaes Breferred Stock Dividen—WGL Holdings, Inc.
Computation of Ratio of Earnings to Fixed Cha—Washington Gas Light Compar

Computation of Ratio of Earnings to Fixed Chargaes Breferred Stock Dividends—Washington Gas Light
Company.

Subsidiaries of WGL Holdings, In

Consent of Deloitte & Touche LLI

Power of Attorney

Certification of Terry D. McCallister, the Chairmand Chief Executive Officer of WGL Holdings, Inpyrsuant to
Section 302 of the Sarbal-Oxley Act of 2002

Certification of Vincent L. Ammann, Jr., the ViceeBident and Chief Financial Officer of WGL Hold&dnc.,
pursuant to Section 302 of the Sarbi-Oxley Act of 2002

Certification of Terry D. McCallister, the Chairmand Chief Executive Officer of Washington Gas ltigh
Company, pursuant to Section 302 of the Sart-Oxley Act of 2002

Certification of Vincent L. Ammann, Jr., the ViceeBident and Chief Financial Officer of Washingt®as Light
Company, pursuant to Section 302 of the Sart-Oxley Act of 2002

Certification of Terry D. McCallister, the Chairmand Chief Executive Officer, and Vincent L. Ammadn, the
Vice President and Chief Financial Officer, purduarSection 906 of the Sarba-Oxley Act of 2002

142



NiSource Gas
= Transmission & Storage®

October 6, 2009

Ms. Nimmie Hickman
Washington Gas Light Company
6801 Industrial Pk

Springfield, VA 22151

Re: Revision No. 2 to FTS Service Agreement 4484
Revision No. 1 to SST Service Agreement 100303

Dear Ms. Hickman:

REGIE 2.1 Attachment 9 WGL 10-K 2009
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Enclosed for your file are fully executed originals of the above-referenced agreements.

If you should have any questions, please feel free to contact me at (713) 331-7411.

Sincerely,
Melissa Shemenski

Customer Services Representative

Enclosure

Exhibit 10.1

5151 San Felipe, Suite 2500
Houston, Texas 77056

CoLumBIA GAS TRANSMISSION * CoLuMBIA GULF TRANSMISSION * CROSSROADS PIPELINE *

CENTRAL KENTUCKY TRANSMISSION * HARDY STORAGE * MILLENNIUM PIPELINE
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Appendix A to Service Agreement No. 100303 Revision No. 1

Under Rate Schedule

Between (Transporter)

and (Shipper)

SST
Columbia Gas Transmission, LLC

Washington Gas Light Company

Transportation Demand

Begin Date End Date Transportation Demand Dth/day Recurrence Interval
November 1, 2008 March 31, 2009 396,650 10/1 - 3/31
April 1, 2009 April 23, 2009 198,325 4/1 - 9/30
April 24, 2009 September 30, 2009 198,325 4/1 - 9/30
October 1, 2009 March 31, 2010 396,650 10/1 - 3/31
April 1, 2010 September 30, 2010 198,325 4/1 - 9/30
October 1, 2010 March 31, 2011 396,650 10/1 - 3/31
April 1, 2011 September 30, 2011 198,325 4/1 - 9/30
October 1, 2011 March 31, 2012 396,650 10/1 - 3/31
April 1, 2012 September 30, 2012 198,325 4/1 - 9/30
October 1, 2012 March 31, 2013 396,650 10/1 - 3/31
April 1, 2013 September 30, 2013 198,325 4/1 - 9/30
October 1, 2013 March 31, 2014 396,650 10/1 - 3/31
April 1, 2014 September 30, 2014 198,325 4/1 - 9/30
October 1, 2014 March 31, 2015 396,650 10/1 - 3/31
April 1, 2015 September 30, 2015 198,325 4/1 - 9/30
October 1, 2015 March 31, 2016 396,650 10/1 - 3/31
April 1, 2016 September 30, 2016 148,744 4/1 - 9/30
October 1, 2016 March 31, 2017 297,488 10/1 - 3/31
April 1, 2017 September 30, 2017 148,744 4/1 - 9/30
October 1, 2017 March 31, 2018 297,488 10/1 - 3/31
April 1, 2018 September 30, 2018 99,163 4/1 - 9/30
October 1, 2018 March 31, 2019 198,326 10/1 - 3/31
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Columbia Gas Transmission, LLC

Washington Gas Light Company

Transportation Demand

Revision No. 1

Begin Date End Date Transportation Demand Dth/day Recurrence Interval
April 1, 2019 September 30, 2019 99,163 4/1 - 9/30
October 1, 2019 March 31, 2020 198,326 10/1 - 3/31
April 1, 2020 September 30, 2020 49,582 4/1 - 9/30
October 1, 2020 March 31, 2021 99,164 10/1 - 3/31
April 1, 2021 September 30, 2021 49,582 4/1 - 9/30
October 1, 2021 March 31, 2022 99,164 10/1 - 3/31
Primary Receipt Points

Scheduling Scheduling Maximum Daily

Begin End Point Point Quantity Recurrence

Date Date No. Name (Dth/Day) 1/ Interval
November 1, 2008 March 31, 2009 STOR RP Storage Point TCO 396,650 10/1 - 3/31
April 1, 2009 April 23, 2009 STOR RP Storage Point TCO 198,325 4/1 - 9/30
April 24, 2009 September 30, 2009 STOR RP Storage Point TCO 198,325 4/1 - 9/30
October 1, 2009 March 31, 2010 STOR RP Storage Point TCO 396,650 10/1 - 3/31
April 1, 2010 September 30, 2010 STOR RP Storage Point TCO 198,325 4/1 - 9/30
October 1, 2010 March 31, 2011 STOR RP Storage Point TCO 396,650 10/1 - 3/31
April 1, 2011 September 30, 2011 STOR RP Storage Point TCO 198,325 4/1 - 9/30
October 1, 2011 March 31, 2012 STOR RP Storage Point TCO 396,650 10/1 - 3/31
April 1, 2012 September 30, 2012 STOR RP Storage Point TCO 198,325 4/1 - 9/30
October 1, 2012 March 31, 2013 STOR RP Storage Point TCO 396,650 10/1 - 3/31
April 1, 2013 September 30, 2013 STOR RP Storage Point TCO 198,325 4/1 - 9/30
October 1, 2013 March 31, 2014 STOR RP Storage Point TCO 396,650 10/1 - 3/31
April 1, 2014 September 30, 2014 STOR RP Storage Point TCO 198,325 4/1 - 9/30
October 1, 2014 March 31, 2015 STOR RP Storage Point TCO 396,650 10/1 - 3/31
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Columbia Gas Transmission, LLC

Washington Gas Light Company

Revision No. 1

Scheduling Scheduling Maximum Daily
Begin End Point Point Quantity Recurrence
Date Date No. Name (Dth/Day) 1/ Interval

April 1, 2015 September 30, 2015 STOR RP Storage Point TCO 198,325 4/1 - 9/30
October 1, 2015 March 31, 2016 STOR RP Storage Point TCO 396,650 10/1 - 3/31

April 1, 2016 September 30, 2016 STOR RP Storage Point TCO 148,744 4/1 - 9/30
October 1, 2016 March 31, 2017 STOR RP Storage Point TCO 297,488 10/1 - 3/31

April 1, 2017 September 30, 2017 STOR RP Storage Point TCO 148,744 4/1 - 9/30
October 1, 2017 March 31, 2018 STOR RP Storage Point TCO 297,488 10/1 - 3/31

April 1, 2018 September 30, 2018 STOR RP Storage Point TCO 99,163 4/1 - 9/30
October 1, 2018 March 31, 2019 STOR RP Storage Point TCO 198,326 10/1 - 03/31

April 1, 2019 September 30, 2019 STOR RP Storage Point TCO 99,163 4/1 - 9/30
October 1, 2019 March 31, 2020 STOR RP Storage Point TCO 198,326 10/1 - 03/31

April 1, 2020 September 30, 2020 STOR RP Storage Point TCO 49,582 4/1 - 9/30
October 1, 2020 March 31, 2021 STOR RP Storage Point TCO 99,164 10/1 - 3/31

April 1, 2021 September 30, 2021 STOR RP Storage Point TCO 49,582 4/1 - 9/30
October 1, 2021 March 31, 2022 STOR RP Storage Point TCO 99,164 10/1 - 3/31

Primary Delivery Points
Minimum
Maximum Design Delivery
Scheduling Scheduling Measuring Measuring Daily Delivery Daily Aggregate Pressure Hourly

Begin End Point Point Point Point Obligation Quantity Obligation Flowrate Recurrence

Date Date No. Name No. Name (Dth/Day) 1/ (Dth/Day) 1/ Quantity 1/ (psig) 1/ (Dth/hour) 1/ Interval
November 1, 2008 March 31, 2016 78-28 WASHINGTON GAS-28 805458 BRINK 46,002 300 2,300.10 10/1 - 3/31
November 1, 2008 March 31, 2016 78-28 WASHINGTON GAS-28 805458 BRINK 33,581 300 1,679.05 4/1 - 9/30
November 1, 2008 March 31, 2016 78-28 WASHINGTON GAS-28 835175 WGL POOLESVILLE 2,400 120.00 10/1 - 3/31
November 1, 2008 March 31, 2016 78-28 WASHINGTON GAS-28 835175 WGL POOLESVILLE 1,752 87.60 4/1 - 9/30
April 24 , 2009 March 31, 2016 78-28 WASHINGTON GAS-28 805458 BRINK 46,002 300 2,300.10 10/1 - 3/31
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Minimum
Maximum Design Delivery
Scheduling Scheduling Measuring Measuring Daily Delivery Daily Aggregate Pressure Hourly
Begin End Point Point Point Point Obligation Quantity Daily Obligation Flowrate Recurrence
Date Date No. Name No. Name (Dth/Day) 1/ (Dth/Day) 1/ Quantity 1/ (psig) 1/ (Dth/hour) 1/ Interval

April 24, 2009 March 31, 2016 78-28 WASHINGTON GAS-28 805458 BRINK 33,581 300 1,679.05 4/1 - 9/30
April 24, 2009 March 31, 2016 78-28 WASHINGTON GAS-28 835175 WGL POOLESVILLE 2,400 120.00 10/1 - 3/31
April 24, 2009 March 31, 2016 78-28 WASHINGTON GAS-28 835175 WGL POOLESVILLE 1,752 87.60 4/1 - 9/30
April 1, 2016 March 31, 2018 78-28 WASHINGTON GAS-28 805458 BRINK 34,502 300 1,725,10 10/1 - 3/31
April 1, 2016 March 31, 2018 78-28 WASHINGTON GAS-28 805458 BRINK 26,221 300 1,311.05 4/1 - 9/30
April 1, 2016 March 31, 2018 78-28 WASHINGTON GAS-28 835175 WGL POOLESVILLE 1,800 90.00 10/1 - 3/31
April 1, 2016 March 31, 2018 78-28 WASHINGTON GAS-28 835175 WGL POOLESVILLE 1,368 68.40 4/1 - 9/30
April 1, 2018 March 31, 2020 78-28 WASHINGTON GAS-28 805458 BRINK 23,001 300 1,150.05 10/1 - 3/31
April 1, 2018 March 31, 2020 78-28 WASHINGTON GAS-28 805458 BRINK 18,631 300 931.55 4/1 - 9/30
April 1, 2018 March 31, 2020 78-28 WASHINGTON GAS-28 835175 WGL POOLESVILLE 1,200 60.00 10/1 - 3/31
April 1, 2018 March 31, 2020 78-28 WASHINGTON GAS-28 835175 WGL POOLESVILLE 972 48.60 4/1 - 9/30
April 1, 2020 March 31, 2022 78-28 WASHINGTON GAS-28 805458 BRINK 11,501 300 575.05 10/1 - 3/31
April 1, 2020 March 31, 2022 78-28 WASHINGTON GAS-28 805458 BRINK 10,120 300 506.00 4/1 - 9/30
April 1, 2020 March 31, 2022 78-28 WASHINGTON GAS-28 835175 WGL POOLESVILLE 600 30.00 10/1 - 3/31
April 1, 2020 March 31, 2022 78-28 WASHINGTON GAS-28 835175 WGL POOLESVILLE 528 26.40 4/1 - 9/30
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 802675 WGL Dranesville 135,303 300 6,765.15 10/1 - 3/31
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 802675 WGL Dranesville 98,771 300 4,938.55 4/1 - 9/30
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 802677 ROCKVILLE 488,585 300 24,429.25 10/1 - 3/31
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 802677 ROCKVILLE 356,667 300 17,833.35 4/1 - 9/30
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 803276 WGL Cedar Creek 12,509 500 625.45 10/1 - 3/31
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 803276 WGL Cedar Creek 9,132 500 456.60 4/1 - 9/30
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 804581 MANASSAS 0 10/1 - 3/31
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 804581 MANASSAS 0 4/1 - 9/30
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 805007 STRASBURG 1,700 300 85.00 10/1 - 3/31
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 805007 STRASBURG 1,241 300 62.05 4/1 - 9/30
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 805181 New Market 750 300 37.50 10/1 - 3/31
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 805181 New Market 548 300 27.40 4/1 - 9/30
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Minimum
Maximum Design Delivery
Scheduling Scheduling Measuring Measuring Daily Delivery Daily Aggregate Pressure Hourly

Begin End Point Point Point Point Obligation Quantity Daily  Obligation Flowrate Recurrence

Date Date No. Name No. Name (Dth/Day) 1/ _(Dth/Day) 1/ Quantity 1/ (psig) 1/ (Dth/hour) 1/ Interval
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 805268 Howell Metal Co. 372 50 18.60 10/1 - 3/31
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 805268 Howell Metal Co. 272 50 13.60 4/1 - 9/30
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 805439 NINEVEH 16,712 500 835.60 10/1 - 3/31
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 805439 NINEVEH 12,200 500 610.00 4/1 - 9/30
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 807000 MAIN LINE CUSTOMER 710 35.50 10/1 - 3/31
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 807000 MAIN LINE CUSTOMER 518 25.90 4/1 - 9/30
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 819683 WOODSTOCK 4,400 300 220.00 10/1 - 3/31
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 819683 WOODSTOCK 3,212 300 160.60 4/1 - 9/30
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 828715 WGL Mt Jackson 400 300 20.00 10/1 - 3/31
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 828715 WGL Mt Jackson 292 300 14.60 4/1 - 9/30
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 831526 ROCKVILLE HEATER F 0 10/1 - 3/31
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 831526 ROCKVILLE HEATER F 0 4/1 - 9/30
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 831527 ROCKVILLE HEATER F 0 10/1 - 3/31
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 831527 ROCKVILLE HEATER F 0 4/1 - 9/30
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 832737 Mt. View Rendering Co, 1,350 67.50 10/1 - 3/31
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 832737 Mt. View Rendering Co. 986 49.30 4/1 - 9/30
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 832797 MT. VIEW HTR FUEL RE 0 10/1 - 3/31
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 832797 MT. VIEW HTR FUEL RE 0 4/1 - 9/30
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 834217 ASPHALT 0 10/1 - 3/31
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 834217 ASPHALT 0 4/1 - 9/30
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 834308 MIDDLEBURG 960 48.00 10/1 - 3/31
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 834308 MIDDLEBURG 701 35.05 4/1 - 9/30
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 835804 WGL Linton Hall 7,200 360.00 10/1 - 3/31
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 835804 WGL Linton Hall 5,256 262.80 4/1 - 9/30
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 835865 LAKE MANASSAS 1,440 72.00 10/1 - 3/31
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 835865 LAKE MANASSAS 1,051 52.55 4/1 - 9/30
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 836717 WGL-CHANTILLY 21,645 300 1,082.25 10/1 - 3/31




Appendix A to Service Agreement No.

Under Rate Schedule
Between (Transporter)
and (Shipper)

Primary Delivery Points

REGIE 2.1 Attachment 9 WGL 10-K 2009

Page 223 of 255

100303 Revision No. 1

SST
Columbia Gas Transmission, LLC

Washington Gas Light Company

Minimum
Maximum Design Delivery
Scheduling Scheduling Measuring Measuring Daily Delivery Daily Aggregate Pressure Hourly
Begin End Point Point Point Point Obligation Quantity Daily Obligation Flowrate Recurrence
Date Date No. Name No. Name (Dth/Day) 1/ (Dth/Day) 1/ Quantity 1/ (psig) 1/ (Dth/hour) 1/ Interval
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 836717 WGL-CHANTILLY 15,801 300 790.05 4/1-9/30
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 890191 SHENANDOAH VALLEY 48 300 2.40 10/1-3/31
November 1, 2008 March 31, 2016 78-30 WASHINGTON GAS-30 890191 SHENANDOAH VALLEY 35 300 1.75 4/1-9/30
April 24, 2009 March 31, 2016 78-30 WASHINGTON GAS-30 802675 WGL Dranesville 135,303 300 6,765.15 10/1 - 3/31
April 24, 2009 March 31, 2016 78-30  WASHINGTON GAS-30 802675 WGL Dranesville 98,771 300 4,938.55 4/1-9/30
April 24, 2009 March 31, 2016 78-30  WASHINGTON GAS-30 802677 ROCKVILLE 428,585 300 21,429.25 10/1-3/31
April 24, 2009 March 31, 2016 78-30  WASHINGTON GAS-30 802677 ROCKVILLE 326,667 300 16,333.35 4/1-9/30
April 24, 2009 March 31, 2016 78-30  WASHINGTON GAS-30 803276 WGL Cedar Creek 12,509 500 625.45 10/1 - 3/31
April 24. 2009 March 31, 2016 78-30  WASHINGTON GAS-30 803276 WGL Cedar Creek 9,132 500 456,60 4/1 -9/30
April 24, 2009 March 31, 2016 78-30  WASHINGTON GAS-30 804581 MANASSAS 0 10/1 - 3/31
April 24, 2009 March 31, 2016 78-30 WASHINGTON GAS-30 804581 MANASSAS 0 4/1 - 9/30
April 24, 2009 March 31, 2016 78-30 WASHINGTON GAS-30 805007 STRASBURG 1,700 300 85.00 10/1 - 3/31
April 24, 2009 March 31, 2016 78-30 WASHINGTON GAS-30 805007 STRASBURG 1,241 300 62.05 4/1-9/30
April 24, 2009 March 31, 2016 78-30 WASHINGTON GAS-30 805181 New Market 750 300 37.50 10/1-3/31
April 24, 2009 March 31, 2016 78-30 WASHINGTON GAS-30 805181 New Market 548 300 27.40 4/1 -9/30
April 24, 2009 March 31, 2016 78-30 WASHINGTON GAS-30 805268 Howell Metal Co, 372 50 18.60 10/1 - 3/31
April 24, 2009 March 31, 2016 78-30 WASHINGTON GAS-30 805268 Howell Metal Co. 272 50 13.60 4/1 -9/30
April 24, 2009 March 31, 2016 78-30  WASHINGTON GAS-30 805439 NINEVEH 16,712 500 835.60 10/1 -3/31
April 24, 2009 March 31, 2016 78-30  WASHINGTON GAS-30 805439 NINEVEH 12,200 500 610,00 4/1-9/30
April 24, 2009 March 31, 2016 78-30  WASHINGTON GAS-30 807000 MAIN LINE CUSTOMER 710 35.50 10/1 - 3/31
April 24, 2009 March 31, 2016 78-30  WASHINGTON GAS-30 807000 MAIN LINE CUSTOMER 518 25.90 4/1-9/30
April 24, 2009 March 31, 2016 78-30  WASHINGTON GAS-30 819683 WOODSTOCK 4,400 300 220.00 10/1 -3/31
April 24, 2009 March 31, 2016 78-30  WASHINGTON GAS-30 819683 WOODSTOCK 3,212 300 160.60 4/1 - 9/30
April 24, 2009 March 31,2016 78-30 WASHINGTON GAS-30 828715 WGL Mt. Jackson 400 300 20.00 10/1 - 3/31
April 24, 2009 March 31, 2016 78-30 WASHINGTON GAS-30 828715 WGL Mt. Jackson 292 300 14.60 4/1 -9/30
April 24. 2009 March 31, 2016 78-30 WASHINGTON GAS-30 831526 ROCKVILLE HEATER F 0 10/1 - 3/31
April 24, 2009 March 31, 2016 78-30 WASHINGTON GAS-30 831526 ROCKVILLE HEATER F 0 4/1 - 9/30
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Under Rate Schedule SST

Between (Transporter) Columbia Gas Transmission, LLC

and (Shipper) Washington Gas Light Company

Primary Delivery Points

Minimum
Maximum Design Delivery
Scheduling Scheduling Measuring Measuring Daily Delivery Daily Aggregate Pressure Hourly

Begin End Point Point Point Point Obligation Quantity Daily  Obligation Flowrate Recurrence

Date Date No. Name No. Name (Dth/Day) 1/ (Dth/Day) 1/ Quantity 1/ (psig) 1/ (Dth/hour) 1/ Interval
April 24, 2009 March 31, 2016 78-30 WASHINGTON GAS-30 831527 ROCKVILLE HEATER F 0 10/1 - 3/31
April 24, 2009 March 31, 2016 78-30 WASHINGTON GAS-30 831527 ROCKVILLE HEATER F 0 4/1 - 9/30
April 24, 2009 March 31, 2016 78-30 WASHINGTON GAS-30 832737 Mt. View Rendering Co. 1,350 67.50 10/1 - 3/31
April 24, 2009 March 31, 2016 78-30 WASHINGTON GAS-30 832737 Mt. View Rendering Co. 986 49.30 4/1 - 9/30
April 24, 2009 March 31, 2016 78-30 WASHINGTON GAS-30 832797 MT. VIEW HTR FUEL RE 0 10/1 - 3/31
April 24, 2009 March 31, 2016 78-30 WASHINGTON GAS-30 832797 MT. VIEW HTR FUEL RE 0 4/1 - 9/30
April 24, 2009 March 31, 2016 78-30 WASHINGTON GAS-30 834217 ASPHALT 0 10/1 - 3/31
April 24, 2009 March 31, 2016 78-30 WASHINGTON GAS-30 834217 ASPHALT 0 4/1 - 9/30
April 24, 2009 March 31, 2016 78-30 WASHINGTON GAS-30 834308 MIDDLEBURG 960 48.00 10/1 - 3/31
April 24, 2009 March 31, 2016 78-30 WASHINGTON GAS-30 834308 MIDDLEBURG 701 35.05 4/1 - 9/30
April 24, 2009 March 31, 2016 78-30 WASHINGTON GAS-30 835804 WGL Linton Hall 7,200 360.00 10/1 - 3/31
April 24, 2009 March 31, 2016 78-30 WASHINGTON GAS-30 835804 WGL Linton Hall 5,256 262.80 4/1 - 9/30
April 24, 2009 March 31, 2016 78-30 WASHINGTON GAS-30 835865 LAKE MANASSAS 1,440 72.00 10/1 - 3/31
April 24, 2009 March 31, 2016 78-30 WASHINGTON GAS-30 835865 LAKE MANASSAS 1,051 52.55 4/1 - 9/30
April 24, 2009 March 31, 2016 78-30 WASHINGTON GAS-30 836717 WGL-CHANTILLY 21,645 300 1,082.25 10/1 - 3/31
April 24, 2009 March 31, 2016 78-30 WASHINGTON GAS-30 836717 WGL-CHANTILLY 15,801 300 790.05 4/1 - 9/30
April 24, 2009 March 31, 2016 78-30 WASHINGTON GAS-30 890191 SHENANDOAH VALLEY 48 300 2.40 10/1 - 3/31
April 24, 2009 March 31, 2016 78-30 WASHINGTON GAS-30 890191 SHENANDOAH VALLEY 35 300 1.75 4/1 - 9/30
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 802675 WGL Dranesville 101,477 300 5,073.85 10/1 - 3/31
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 802675 WGL Dranesville 77,123 300 3,856.15 4/1 - 9/30
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 802677 ROCKVILLE 306,439 300 15,321.95 10/1 -3/31
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 802677 ROCKVILLE 248,493 300 12,424.65 4/1 - 9/30
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 803276 WGL Cedar Creek 9,382 500 469.10 10/1 - 3/31
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 803276 WGL Cedar Creek 7,130 500 356.50 4/1 - 9/30
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 804581 MANASSAS 0 10/1 - 3/31
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 804581 MANASSAS 0 4/1 - 9/30

April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 805007 STRASBURG 1,275 300 63.75 10/1 - 3/31
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Columbia Gas Transmission, LLC

Washington Gas Light Company

Minimum
Maximum Design Delivery
Scheduling Scheduling Measuring Measuring Daily Delivery Daily Aggregate Pressure Hourly

Begin End Point Point Point Point Obligation Quantity Daily ~ Obligation  Flowrate Recurrence

Date Date No. Name No. Name (Dth/Day) 1/ (Dth/Day) 1/ Quantity 1/ (psig) 1/ (Dth/hour) 1/ Interval
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 805007 STRASBURG 969 300 48.45 4/1 - 9/30
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 805181 New Market 563 300 28.15 10/1 - 3/31
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 805181 New Market 428 300 21.40 4/1 - 9/30
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 805268 Howell Metal Co. 279 50 13.95 10/1 - 3/31
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 805268 Howell Metal Co. 212 50 10.60 4/1 - 9/30
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 805439 NINEVEH 12,534 500 626.70 10/1 - 3/31
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 805439 NINEVEH 9,526 500 476.30 4/1 - 9/30
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 807000 MAIN LINE CUSTOMER 533 26.65 10/1 - 3/31
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 807000 MAIN LINE CUSTOMER 405 20.25 4/1 - 9/30
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 819683 WOODSTOCK 3,300 300 165.00 10/1 - 3/31
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 819683 WOODSTOCK 2,508 300 125.40 4/1 - 9/30
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 828715 WGL Mt Jackson 300 300 15.00 10/1 - 3/31
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 828715 WGL Mt Jackson 228 300 11.40 4/1 - 9/30
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 831526 ROCKVILLE HEATER F 0 10/1 - 3/31
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 831526 ROCKVILLE HEATER F 0 4/1 - 9/30
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 831527 ROCKVILLE HEATER F 0 10/1 - 3/31
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 831527 ROCKVILLE HEATER F 0 4/1 - 9/30
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 832737 Mt. View Rendering Co. 1,013 50.65 10/1 - 3/31
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 832737 Mt. View Rendering Co. 770 38.50 4/1 - 9/30
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 832797 MT. VIEW HTR FUEL RE 0 10/1 - 3/31
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 832797 MT. VIEW HTR FUEL RE 0 4/1 - 9/30
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 834217 ASPHALT 0 10/1 - 3/31
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 834217 ASPHALT 0 4/1 - 9/30
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 834308 MIDDLEBURG 720 36.00 10/1 - 3/31
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 834308 MIDDLEBURG 547 27.35 4/1 - 9/30
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 835804 WGL Linton Hall 5,400 270.00 10/1 - 3/31
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 835804 WGL Linton Hall 4,104 205.20 4/1 - 9/30
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Minimum
Maximum Design Delivery
Scheduling Scheduling Measuring Measuring Daily Delivery Daily Aggregate Pressure Hourly

Begin End Point Point Point Point Obligation Quantity Daily  Obligation Flowrate Recurrence

Date Date No. Name No. Name (Dth/Day) 1/ (Dth/Day) 1/ Quantity 1/ (psig) 1/ (Dth/hour) 1/ Interval
April 1,2016 March 31, 2018 78-30 WASHINGTON GAS-30 835865 LAKE MANASSAS 1,080 54.00 10/1 - 3/31
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 835865 LAKE MANASSAS 821 41.05 4/1 - 9/30
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 836717 WGL-CHANTILLY 16,234 300 811.70 10/1 - 3/31
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 836717 WGL-CHANTILLY 12,338 300 616.90 4/1 - 9/30
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 890191 SHENANDOAH VALLEY 36 300 1.80 10/1 - 3/31
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 890191 SHENANDOAH VALLEY 27 300 1.35 4/1 - 9/30
April 1, 2018 March 31, 2020 78-30 WASHINGTON GAS-30 802675 WGL Dranesville 67,652 300 3,382.60 10/1 - 3/31
April 1,2018 March 31, 2020 78-30 WASHINGTON GAS-30 802675 WGL Dranesville 54,798 300 2,739.90 4/1 - 9/30
April 1, 2018 March 31, 2020 78-30 WASHINGTON GAS-30 802677 ROCKVILLE 184,293 300 9,214.65 10/1 - 3/31
April 1, 2018 March 31,2020 78-30 WASHINGTON GAS-30 802677 ROCKVILLE 167,877 300 8,393.85 4/1 - 9/30
April 1, 2018 March 31, 2020 78-30 WASHINGTON GAS-30 803276 WGL Cedar Creek 6,255 500 312.75 10/1 - 3/31
April 1, 2018 March 31, 2020 78-30 WASHINGTON GAS-30 803276 WGL Cedar Creek 5,066 500 253.30 4/1 - 9/30
April 1, 2018 March 31, 2020 78-30 WASHINGTON GAS-30 804581 MANASSAS 0 10/1 - 3/31
April 1, 2018 March 31, 2020 78-30 WASHINGTON GAS-30 804581 MANASSAS 0 4/1 - 9/30
April 1, 2018 March 31, 2020 78-30 WASHINGTON GAS-30 805007 STRASBURG 850 300 42,50 10/1 - 3/31
April 1, 2018 March 31, 2020 78-30 WASHINGTON GAS-30 805007 STRASBURG 689 300 34.45 4/1 - 9/30
April 1, 2018 March 31, 2020 78-30 WASHINGTON GAS-30 805181 New Market 375 300 18.75 10/1 - 3/31
April 1, 2018 March 31, 2020 78-30 WASHINGTON GAS-30 805181 New Market 304 300 15.20 4/1 - 9/30
April 1, 2018 March 31, 2020 78-30 WASHINGTON GAS-30 805268 Howell Metal Co. 186 50 9.30 10/1 - 3/31
April 1, 2018 March 31, 2020 78-30 WASHINGTON GAS-30 80526B Howell Metal Co. 151 50 7.55 4/1 - 9/30
April 1, 2018 March 31, 2020 78-30 WASHINGTON GAS-30 805439 NINEVEH 8,356 500 417,80 10/1 - 3/31
April 1, 2018 March 31, 2020 78-30 WASHINGTON GAS-30 805439 NINEVEH 6,768 500 338.40 4/1 - 9/30
April 1, 2018 March 31, 2020 78-30 WASHINGTON GAS-30 807000 MAIN LINE CUSTOMER 355 17.75 10/1 - 3/31
April 1, 2018 March 31, 2020 78-30 WASHINGTON GAS-30 807000 MAIN LINE CUSTOMER 288 14.40 4/1 - 9/30
April 1, 2018 March 31, 2020 78-30 WASHINGTON GAS-30 819683 WOODSTOCK 2,200 300 110.00 10/1 - 3/31
April 1, 2018 March 31, 2020 78-30 WASHINGTON GAS-30 819683 WOODSTOCK 1,782 300 89.10 4/1 - 9/30
April 1, 2018 March 31, 2020 78-30 WASHINGTON GAS-30 828715 WGL Mt Jackson 200 300 10.00 10/1 - 3/31
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Under Rate Schedule SST

Between (Transporter) Columbia Gas Transmission, LLC

and (Shipper) Washington Gas Light Company

Primary Delivery Points

Minimum
Maximum Design Delivery
Scheduling Scheduling Measuring Measuring Daily Delivery Daily Aggregate  Pressure Hourly

Begin End Point Point Point Point Obligation Quantity Daily Obligation Flowrate Recurrence

Date Date No. Name No. Name (Dth/Day) 1/ (Dth/Day) 1/ Quantity 1/ (psig) 1/ {Dth/hour) 1/ Interval
April 1,2018 March 31, 2020 78-30 WASHINGTON GAS-30 828715 WGL Mt Jackson 162 300 8.10 4/1 - 9/30
April 1,2018 March 31, 2020 78-30 WASHINGTON GAS-30 831526 ROCKVILLE HEATER F 0 10/1 - 3/31
April 1,2018 March 31, 2020 78-30 WASHINGTON GAS-30 831526 ROCKVILLE HEATER F 0 4/1 - 9/30
April 1,2018 March 31, 2020 78-30 WASHINGTON GAS-30 831527 ROCKVILLE HEATER F 0 10/1 - 3/31
April 1, 2018 March 31, 2020 78-30 WASHINGTON GAS-30 831527 ROCKVILLE HEATER F 0 4/1 - 9/30
April 1, 2018  March 31, 2020 78-30 WASHINGTON GAS-30 832737 Mt. View Rendering Co. 675 33.75 10/1 - 3/31
April 1, 2018 March 31, 2020 78-30 WASHINGTON GAS-30 832737 Mt View Rendering Co. 547 27.35 4/1 - 9/30
April 1,2018 March 31, 2020 78-30 WASHINGTON GAS-30 832797 MT.VIEW HTR FUEL RE 0 10/1 - 3/31
April 1, 2018  March 31, 2020 78-30 WASHINGTON GAS-30 832797 MT.VIEW HTR FUEL RE 0 4/1 - 3/31
April 1, 2018  March 31, 2020 78-30 WASHINGTON GAS-30 834217 ASPHALT 0 10/1 - 3/31
April 1,2018 March 31, 2020 78-30 WASHINGTON GAS-30 834217 ASPHALT 0 4/1 - 9/30
April 1,2018 March 31, 2020 78-30 WASHINGTON GAS-30 834308 MIDDLEBURG 480 24.00 10/1 - 3/31
April 1,2018 March 31, 2020 78-30 WASHINGTON GAS-30 834308 MIDDLEBURG 389 19.45 4/1 - 9/30
April 1,2018 March 31, 2020 78-30 WASHINGTON GAS-30 835804 WGL Linton Hall 3,600 180.00 10/1 - 3/31
April 1,2018 March 31, 2020 78-30 WASHINGTON GAS-30 835804 WGL Linton Hall 2,916 145.80 4/1 - 9/30
April 1,2018 March 31, 2020 78-30 WASHINGTON GAS-30 835865 LAKE MANASSAS 720 36.00 10/1 - 3/31
April 1,2018 March 31, 2020 78-30 WASHINGTON GAS-30 835865 LAKE MANASSAS 583 29.15 4/1 - 9/30
April 1, 2018  March 31, 2020 78-30 WASHINGTON GAS-30 836717 WGL-CHANTILLY 10,823 300 541.15 10/1 - 3/31
April 1, 2018 March 31, 2020 78-30 WASHINGTON GAS-30 836717 WGL-CHANTILLY 8,766 300 438,30 4/1 - 9/30
April 1, 2018  March 31, 2020 78-30 WASHINGTON GAS-30 890191 SHENANDOAH VALLEY 24 300 1.20 10/1 - 3/31
April 1, 2018  March 31, 2020 78-30 WASHINGTON GAS-30 890191 SHENANDOAH VALLEY 19 300 0.95 4/1 - 9/30
April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 802675 WGL Dranesville 33,826 300 1,691.30 10/1 - 3/31
April 1, 2020  March 31, 2022 78-30 WASHINGTON GAS-30 802675 WGL Dranesville 29,767 300 1,488.35 4/1 - 9/30
April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 802677 ROCKVILLE 62,146 300 3,107.30 10/1 - 3/31
April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 802677 ROCKVILLE 77,489 300 3,874,45 4/1 - 9/30
April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 803276 WGL Cedar Creek 3,127 500 156.35 10/1 - 3/31

April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 803276 WGL Cedar Creek 2,752 500 137.60 4/1 - 9/30
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Appendix A to Service Agreement No. 100303 Revision No. 1
Under Rate Schedule SST

Between (Transporter) Columbia Gas Transmission, LLC

and (Shipper) Washington Gas Light Company

Primary Delivery Points

Minimum
Maximum Design Delivery
Scheduling Scheduling Measuring Measuring Daily Delivery Daily Aggregate  Pressure Hourly

Begin End Point Point Point Point Obligation Quantity Daily Obligation Flowrate Recurrence

Date Date No, Name No. Name (Dth/Day) 1/ (Dth/Day) 1/ Quantity 1/ (psig) 1/ (Dth/hour) 1/ Interval
April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 804581 MANASSAS 0 10/1 - 3/31
April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 804581 MANASSAS 0 4/1 - 9/30
April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 805007 STRASBURG 425 300 21.25 10/1 - 3/31
April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 805007 STRASBURG 374 300 18.70 4/1 - 9/30
April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 805181 New Market 188 300 9.40 10/1 - 3/31
April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 805181 New Market 165 300 8.25 4/1 - 9/30
April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 805268 Howell Metal Co. 93 50 4.65 10/1 - 3/31
April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 805268 Howell Metal Co. 82 50 4.10 4/1 - 9/30
April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 805439 NINEVEH 4,178 500 208.90 10/1 - 3/31
April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 805439 NINEVEH 3,677 500 183.85 4/1 - 9/30
April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 807000 MAIN LINE CUSTOMER 178 8.90 10/1 - 3/31
April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 807000 MAIN LINE CUSTOMER 156 7.80 4/1 - 9/30
April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 819683 WOODSTOCK 1,100 300 55.00 10/1 - 3/31
April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 819683 WOODSTOCK 968 300 48.40 4/1 - 9/30
April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 828715 WGL Mt Jackson 100 300 5.00 10/1 - 3/31
April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 828715 WGL Mt Jackson 88 300 4.40 4/1 - 9/30
April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 831526 ROCKVILLE HEATER F 0 10/1 - 3/31
April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 831526 ROCKVILLE HEATER F 0 4/1 - 9/30
April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 831527 ROCKVILLE HEATER F 0 10/1 - 3/31
April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 831527 ROCKVILLE HEATER F 0 4/1 - 9/30
April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 832737 Mt. View Rendering Co. 338 16.90 10/1 - 3/31
April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 832737 Mt. View Rendering Co. 297 14.85 4/1 - 9/30
April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 832797 MT.VIEW HTR FUEL RE 0 10/1 - 3/31
April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 832797 MT.VIEW HTR FUEL RE 0 4/1 - 9/30
April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 834217 ASPHALT 0 10/1 - 3/31
April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 834217 ASPHALT 0 4/1 - 9/30

April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 834308 MIDDLEBURG 240 12.00 10/1 - 3/31
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Columbia Gas Transmission, LLC

Washington Gas Light Company

Revision No. 1

Minimum
Maximum Design Delivery
Scheduling Scheduling Measuring Measuring Daily Delivery Daily Aggregate  Pressure Hourly
Begin End Point Point Point Point Obligation Quantity Daily Obligation Flowrate Recurrence
Date Date No. Name No. Name (Dth/Day) 1/ _(Dth/Day) 1/ Quantity 1/ (psig) 1/ (Dth/hour) 1/ Interval
April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 834308 MIDDLEBURG 211 10.55 4/1 - 9/30
April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 835804 WGL Linton Hall 1,800 90.00 10/1 - 3/31
April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 835804 WGL Linton Hall 1,584 79.20 4/1 - 9/30
April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 835865 LAKE MANASSAS 360 18.00 10/1 - 3/31
April 1.2020 March 31, 2022 78-30 WASHINGTON GAS-30 835865 LAKE MANASSAS 317 15.85 4/1 - 9/30
April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 836717 WGL-CHANTILLY 5,411 300 270.55 10/1 - 3/31
April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 836717 WGL-CHANTILLY 4,762 300 238.10 4/1 - 9/30
April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 890191 SHENANDOAH VALLEY 12 300 0.60 10/1 - 3/31
April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 890191 SHENANDOAH VALLEY 11 300 0.55 4/1 - 9/30
November 1, 2008  March 31, 2009 LOSTRI Lost River LOSTRI Lost River 30,000 1,500.00 10/1-3/31
April 1, 2009 April 23, 2009 LOSTRI Lost River LOSTRI Lost River 21,900 1,095.00 4/1 - 9/30
April 24,2009  September 30, 2009 LOSTRI Lost River LOSTRI Lost River 21,900 1,095.00 4/1 - 9/30
October 1, 2009 March 31, 2010 LOSTRI Lost River LOSTRI Lost River 30,000 1,500.00 10/1 - 3/31
April 1, 2010 September 30, 2010 LOSTRI Lost River LOSTRI Lost River 21,900 1,095.00 4/1 - 9/30
October 1, 2010 March 31, 2011 LOSTRI Lost River LOSTRI Lost River 30.000 1,500.00 10/1 - 3/31
April 1, 2011 September 30, 2011 LOSTRI Lost River LOSTRI Lost River 21,900 1,095.00 4/1 - 9/30
October 1, 2011 March 31, 2012 LOSTRI Lost River LOSTRI Lost River 30,000 1,500.00 10/1 - 3/31
April 1, 2012 September 30, 2012 LOSTRI Lost River LOSTRI Lost River 21,900 1,095.00 4/1 - 9/30
October 1, 2012 March 31, 2013 LOSTRI Lost River LOSTRI Lost River 30.000 1,500.00 10/1 - 3/31
April 1, 2013 September 30, 2013 LOSTRI Lost River LOSTRI Lost River 21,900 1,095.00 4/1 - 9/30
October 1, 2013 March 31, 2014 LOSTRI Lost River LOSTRI Lost River 30,000 1,500.00 10/1 - 3/31
April 1, 2014 September 30, 2014 LOSTRI Lost River LOSTRI Lost River 21,900 1,095.00 4/1 - 9/30
October 1, 2014 March 31, 2015 LOSTRI Lost River LOSTRI Lost River 30,000 1,500.00 10/1 - 3/31
April 1, 2015 September 30, 2015 LOSTRI Lost River LOSTRI Lost River 21,900 1,095.00 4/1 - 9/30
October 1, 2015 March 31, 2016 LOSTRI Lost River LOSTRI Lost River 30,000 1,500.00 10/1 - 3/31
April 1, 2016 September 30, 2016 LOSTRI Lost River LOSTRI Lost River 17,100 855.00 4/1 - 9/30
October 1, 2016 March 31, 2017 LOSTRI Lost River LOSTRI Lost River 22,500 1,125.00 10/1 - 3/31
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Appendix A to Service Agreement No. 100303 Revision No. 1
Under Rate Schedule SST

Between (Transporter) Columbia Gas Transmission, LLC

and (Shipper) Washington Gas Light Company

Primary Delivery Points

Minimum
Maximum Design Delivery
Scheduling Scheduling  Measuring  Measuring Daily Delivery Daily Aggregate Pressure Hourly
Begin End Point Point Point Point Obligation Quantity Daily Obligation Flowrate Recurrence
Date Date No. Name No. Name (Dth/Day) 1/ (Dth/Day) 1/ Quantity 1/ (psig) 1/ (Dth/hour) 1/ Interval

April 1, 2017 September 30, 2017 LOSTRI Lost River LOSTRI Lost River 17,100 855.00 4/1 - 9/30
October 1, 2017 March 31, 2018 LOSTRI Lost River LOSTRI Lost River 22,500 1,125.00 10/1 - 3/31
April 1, 2018 September 30,2018 LOSTRI Lost River LOSTRI Lost River 12,150 607.50 4/1 - 9/30
October 1, 2018 March 31, 2019 LOSTRI Lost River LOSTRI Lost River 15,000 750.00 10/1 - 3/31
April 1, 2019  September 30, 2019 LOSTRI Lost River LOSTRI Lost River 12,150 607.50 4/1 - 9/30
October 1, 2019 March 31, 2020 LOSTRI Lost River LOSTRI Lost River 15,000 750.00 10/1-3/31
April 1, 2020  September 30, 2020 LOSTRI Lost River LOSTRI Lost River 6,600 330.00 4/1 - 9/30
October 1, 2020 March 31, 2021 LOSTRI Lost River LOSTRI Lost River 7,500 375.00 10/1-3/31
April 1, 2021  September 30, 2021 LOSTRI Lost River LOSTRI Lost River 6,600 330.00 4/1 - 9/30
October 1, 2021 March 31, 2022 LOSTRI Lost River LOSTRI Lost River 7,500 375.00 10/1-3/31
November 1, 2008 March 31, 2016 LOUDOUN LOUDOUN LNG 837337 LOUDOUN 101,363 300 5,068.15 10/1 - 3/31
November 1, 2008 March 31, 2016 LOUDOUN LOUDOUN LNG 837337 LOUDOUN 73,995 300 3,699.75 4/1 - 9/30
April 24, 2009 March 31, 2016 LOUDOUN LOUDOUN LNG 837337 LOUDOUN 101,363 300 5,068.15 10/1 - 3/31
April 24, 2009 March 31, 2016 LOUDOUN LOUDOUN LNG 837337 LOUDOUN 73,995 300 3,699.75 4/1 - 9/30
April 1, 2016 March 31, 2018 LOUDOUN LOUDOUN LNG 837337 LOUDOUN 76,022 300 3,801.10 10/1 - 3/31
April 1, 2016 March 31, 2018 LOUDOUN LOUDOUN LNG 837337 LOUDOUN 57,777 300 2,888.85 4/1 - 9/30
April 1, 2018 March 31, 2020 LOUDOUN LOUDOUN LNG 837337 LOUDOUN 50,682 300 2,534.10 10/1 - 3/31
April 1, 2018 March 31, 2020 LOUDOUN LOUDOUN LNG 837337 LOUDOUN 41,052 300 2,052.60 4/1 - 9/30
April 1, 2020 March 31, 2022 LOUDOUN LOUDOUN LNG 837337 LOUDOUN 25,341 300 1,267.05 10/1 - 3/31

April 1,2020 March 31,2022 LOUDOUN LOUDOUN LNG 837337 LOUDOUN 22,300 300 1,115.00 4/1 - 9/30
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Appendix A to Service Agreement No. 100303 Revision No. 1
Under Rate Schedule SST

Between (Transporter) Columbia Gas Transmission, LLC

and (Shipper) Washington Gas Light Company

1/ Application of MDDOs, DDQs and ADQs and/or minimum pressure and/or hourly flowrate shall be as follows:
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Appendix A to Service Agreement No. 100303 Revision No. 1
Under Rate Schedule SST

Between (Transporter) Columbia Gas Transmission, LLC

and (Shipper) Washington Gas Light Company

FNG1 — This footnote applies to the following Measuring Point No.: LOSTRI

THE HAMPSHIRE INJECTION MDDO IS ZERO (0) DTH/D FROM NOVEMBER 1 THROUGH MARCH 31. IN NO EVENT SHALL
THE HOURLY WITHDRAWAL QUANTITY EXCEED 105% OF 1/24TH OF THE RATE SCHEDULE X-39 WHICH CONTRACT
DEMAND LEVEL IS BASED ON A CONVERSION FACTOR OF 1.035 DTH PER MCF.

FNO2 — This footnote applies to the following Measuring Point Nos: 802675, 802677, and 837337,

THE MAXIMUM DAILY DELIVERY OBLIGATIONS FOR LOUDOUN, DRANESVILLE AND ROCKVILLE SHALL APPLY ON AN
HOURLY BASIS AS FOLLOWS: THE MAXIMUM HOURLY FLOW RATE TRANSPORTER IS OBLIGATED TO PROVIDE TO
WASHINGTON GAS (WG), AT LOUDOUN, DRANESVILLE AND ROCKVILLE WILL BE 5,490, 5,633, AND 20,765 DTH/HOUR
RESPECTIVELY, PROVIDED WG MAINTAINS A TOTAL FIRM ENTITLEMENT OF 751,087 DTH/DAY AND THE CURRENT
MAXIMUM DAILY DELIVERY OBLIGATIONS OF 131,758 DTH/DAY AT LOUDOUN, 132,542 DTH/DAY AT DRANESVILLE, AND
488,585 DTH/DAY AT ROCKVILLE AND 50,000 DTHS OF HAMPSHIRE (X-39) VOLUMES ARE NOMINATED, CONFIRMED
AND SCHEDULED (NCS) ON ANY GAS DAY.

THE MAXIMUM HOURLY FLOW RATE OBLIGATION OF 20,765 DTH/HOUR AT ROCKVILLE IS CONTINGENT UPON 50,000
DTHS BEING NOMINATED, CONFIRMED, AND SCHEDULED FROM HAMPSHIRE (X-39) ON ANY GAS DAY. THE MAXIMUM
HOURLY FLOW RATE OBLIGATION OF 20,765 DTH/HOUR WILL BE PROPORTIONATELY REDUCED WHEN VOLUMES
LESS THAN 50,000 DTHS ARE NOMINATED, CONFIRMED AND SCHEDULED FROM HAMPSHIRE (X-39). FOR EXAMPLE,
THE MAXIMUM HOURLY FLOW RATE OBLIGATION AT ROCKVILLE WOULD BE 20,358 DTH/HOUR AND 20,561 DTH/HOUR
WHEN THE NOMINATED, CONFIRMED AND SCHEDULED QUANTITIES FROM HAMPSHIRE (X-39) ARE ZERO (0) AND
25,000 DTHS ON ANY GAS DAY.

IF THERE IS A REDUCTION IN THE TOTAL FIRM ENTITLEMENT OR THE CURRENT MAXIMUM DAILY DELIVERY
OBLIGATIONS OF WG AT LOUDOUN, DRANESVILLE AND/OR ROCKVILLE, THE MAXIMUM HOURLY FLOW RATE AT
THESE POINTS WILL BE DETERMINED AS FOLLOWS: LOUDOUN 1/24TH OF REVISED MDDO; DRANESVILLE 102% OF
1/24TH OF THE REVISED MDDO; AND ROCKVILLE 1/24TH OF THE REVISED MDDO PLUS THE HOURLY FLOW RATE
ASSOCIATED WITH THE HAMPSHIRE (X-39) VOLUMES REFERENCED ABOVE. THE HOURLY FLOW RATE INCREASE
ASSOCIATED WITH ANY INCREASES TO THE MDDO’S AT LOUDOUN, DRANESVILLE AND/OR ROCKVILLE WILL BE
NEGOTIATED BUT THE INCREASE WILL NOT BE BELOW 1/24TH OF THE MDDO OR TFE ADDITION.

ANY DIFFERENCE BETWEEN WG’S ACTUAL HOURLY USAGE AT ROCKVILLE AND WG’'S CONTRACTUAL HOURLY FLOW
COMMITMENT AT ROCKVILLE WILL INCREASE WG’'S HOURLY FLOW RIGHTS AT EITHER DRANESVILLE OR LOUDOUN,
SUBJECT TO FACILITY LIMITATIONS AND PRIMARY FIRM OBLIGATIONS AT THOSE POINTS.

THESE HOURLY FLOWRATE OBLIGATIONS WILL BE PROPORTIONATELY REDUCED BY 100% OF 1/24TH OF:

. QUANTITIES NOMINATED, CONFIRMED, AND SCHEDULED UNDER WG’'S FTS SERVICE AGREEMENTS BELOW THE
MAXIMUM CONTRACT QUANTITY ON ANY GAS DAY.

. FTS OR SST QUANTITIES THAT ARE NOMINATED, CONFIRMED, AND SCHEDULED TO A SECONDARY DELIVERY
POINT, AND

. ANY SST QUANTITIES REDUCED AS A RESULT OF SEASONAL ADJUSTMENTS.

IF THIRD PARTY SHIPPERS WITH PRIMARY DELIVERY POINTS AT THE ROCKVILLE AND DRANESVILLE GATE
STATIONS NOMINATE, CONFIRM, AND
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Appendix A to Service Agreement No. 100303 Revision No. 1
Under Rate Schedule SST

Between (Transporter) Columbia Gas Transmission, LLC

and (Shipper) Washington Gas Light Company

SCHEDULE CAPACITY TO MLI 78-30 FOR DELIVERY TO THOSE PRIMARY DELIVERY POINTS, ONE-TWENTY-FOURTH
(1/24) OR THE ACTUAL CONTRACTUAL HOURLY FLOW RIGHT, IF GREATER THAN 1/24, OF SUCH THIRD PARTY
CAPACITY NOMINATED, CONFIRMED, AND SCHEDULED FOR DELIVERY TO THOSE POINTS WILL BE AVAILABLE TO
WASHINGTON GAS AS THE CITY GATE OPERATOR IN ADDITION TO WASHINGTON GAS’ OWN CONTRACTUAL HOURLY
FLOW ENTITLEMENTS.

GFN1 — This footnote applies to all scheduling points on this contract:

UNLESS MEASURING POINT SPECIFIC MDDOS ARE SPECIFIED IN A SEPARATE FIRM SERVICE AGREEMENT BETWEEN
TRANSPORTER AND SHIPPER, TRANSPORTER'S AGGREGATE MAXIMUM DAILY DELIVERY OBLIGATION, UNDER THIS
AND ANY OTHER SERVICE AGREEMENT BETWEEN TRANSPORTER AND SHIPPER, AT THE MEASURING POINTS
LISTED ABOVE SHALL NOT EXCEED THE MDDO QUANTITIES SET FORTH ABOVE FOR EACH MEASURING POINT. ANY
MEASURING POINT SPECIFIC MDDOS IN A SEPARATE FIRM SERVICE AGREEMENT BETWEEN TRANSPORTER AND
SHIPPER OR ANY SHIPPER SHALL BE ADDITIVE TO THE INDIVIDUAL MEASURING POINT MDDOS SET FORTH HEREIN.
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Appendix A to Service Agreement No. 100303 Revision No. 1
Under Rate Schedule SST

Between (Transporter) Columbia Gas Transmission, LLC

and (Shipper) Washington Gas light Company

The Master List of Interconnects (MLI) as defined in Section 1 of the General Terms and Conditions of Transporter’s Tariff is
incorporated herein by reference for purposes of listing valid secondary receipt and delivery points.

O YesM No (Check applicable blank) Transporter and Shipper have mutually agreed to a Regulatory Restructuring Reduction
Option pursuant to Section 42 of the General Terms and Conditions of Transporter's FERC Gas Tariff.

O YesM No (Check applicable blank) Shipper has a contractual right of first refusal equivalent to the right of first refusal set
forth from time to time in Section 4 of the General Terms and Conditions of Transporter's FERC Gas Tariff.

Service pursuant to this Appendix A, Revision No. 1 shall be effective from April 24, 2009 through March 31, 2022.

M Yes O No (Check applicable blank) This Appendix A, Revision No. 1 shall cancel and supersede the previous Appendix A,
Revision No. 0 effective as of November 01, 2008, to the Service Agreement referenced above.

O YesM No (Check applicable blank) All gas shall be delivered at existing points of interconnection within the MDDOs, and/or
ADQs, and/or DDQs, as applicable, set forth in Transporter’s currently effective Rate Schedule Appendix A with Shipper,
which for such points set forth are incorporated herein by reference.

O YesM No (Check applicable blank) This Service Agreement covers interim capacity sold pursuant to the provisions of
General Terms and Conditions Section 4.2(j). Right of first refusal rights, if any, applicable to this interim capacity are limited as
provided for in General Terms and Conditions Section 4.2(j).

With the exception of this Appendix A, Revision No. 1 all other terms and conditions of said Service Agreement shall remain in full
force and effect.

Washington Gas Light Company Columbia Gas Transmission, LLC
By: /sl Terry D. McCallister By: /s| Mark S. Wilke
Its:  Terry D. McCallister Its:  Mark S. Wilke

President & COO Director, Commercial Services

Date: Date:
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Service Agreement No. 100303
Control No.

SST SERVICE AGREEMENT
THIS AGREEMENT, made and entered into this 31 day of October, 2008, by and between:

COLUMBIA GAS TRANSMISSION, LLC
(“Transporter”)

AND

Washington Gas Light Company
(“Shipper”)

WITNESSETH: That in consideration of the mutual covenants herein contained, the parties hereto agree as follows:

Section 1. Service to be Rendered. Transporter shall perform and Shipper shall receive service in accordance with the provisions
of the effective SST Rate Schedule and applicable General Terms and Conditions of Transporter's FERC Gas Tariff, Second
Revised Volume No. 1 (Tariff), on file with the Federal Energy Regulatory Commission (Commission), as the same may be
amended or superseded in accordance with the rules and regulations of the Commission. The maximum obligation of Transporter
to deliver gas hereunder to or for Shipper, the designation of the points of delivery at which Transporter shall deliver or cause gas
to be delivered to or for Shipper, and the points of receipt at which Shipper shall deliver or cause gas to be delivered, are specified
in Appendix A, as the same may be amended from time to time by agreement between Shipper and Transporter, or in accordance
with the rules and regulations of the Commission. Service hereunder shall be provided subject to the provisions of Part 284.223 of
Subpart G of the Commission’s regulations. Shipper warrants that service hereunder is being provided on behalf of Shipper.

Section 2. Term. Service under this Agreement shall commence as of November 1, 2008, and shall continue in full force and
effect until March 31, 2022. Pre-granted abandonment shall apply upon termination of this Agreement, subject to any right of first
refusal Shipper may have under the Commission’s regulations and Transporter’s Tariff.

Section 3. Rates. Shipper shall pay Transporter the charges and furnish Retainage as described in the above-referenced Rate
Schedule, unless otherwise agreed to by the parties in writing and specified as an amendment to this Service Agreement.
Transporter may agree to discount its rate to Shipper below Transporter’'s maximum rate, but not less than Transporter’'s minimum
rate. Such discounted rate may apply to: a) specified quantities (contract demand or commodity quantities); b) specified quantities
above or below a certain level or all quantities if quantities exceed a certain level; ¢) quantities during specified time periods; d)
guantities at specified points, locations, or other defined geographical areas; and e) that a specified discounted rate will apply in a
specified relationship to the quantities actually transported (i.e., that the reservation charge will be adjusted in a specified
relationship to quantities actually transported). In addition, the discount agreement may include a provision that if one rate
component which was at or below the applicable maximum rate at the time the discount agreement was executed subsequently
exceeds the applicable maximum rate due to a change in Transporter’'s maximum rate so that such rate component must be
adjusted downward to equal the new applicable maximum rate, then other rate components may be adjusted upward to achieve
the agreed overall rate, so long as none of the resulting rate components exceed the maximum rate applicable to that rate
component. Such changes to rate components shall be applied prospectively, commencing with the date a Commission order
accepts revised tariff sheets. However, nothing contained herein shall be construed to alter a refund obligation under applicable
law for any period during which rates which had been charged under a discount agreement exceeded rates which ultimately are
found to be just and reasonable.
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Service Agreement No. 100303
Control No.

SST SERVICE AGREEMENT

Section 4. Notices. Notices to Transporter under this Agreement shall be addressed to it at Post Office Box 1273, Charleston,
West Virginia 25325-1273, Attention: Manager - Customer Services and notices to Shipper shall be addressed to it at:

Washington Gas Light Company
6801 Industrial Pk

Springfield, VA 22151

Attention: Nimmie Hickman

until changed by either party by written notice.

Section 5. Superseded Agreements. This Service Agreement supersedes and cancels, as of the effective date hereof, the
following Service Agreements: N/A

WASHINGTON GAS LIGHT COMPANY COLUMBIA GAS TRANSMISSION, LLC
By /s/ Terry D. McCallister By /s/ Mark S. Wilke
Title Terry D. McCallister Title Director, Commercial Services

President & COO



NiSource Gas
= Transmission & Storage®

October 6, 2009

Ms. Nimmie Hickman
Washington Gas Light Company
6801 Industrial Pk

Springfield, VA 22151

Re: Revision No. 2 to FTS Service Agreement 4484
Revision No. 1 to SST Service Agreement 100303

Dear Ms. Hickman:
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Enclosed for your file are fully executed originals of the above-referenced agreements.

If you should have any questions, please feel free to contact me at (713) 331-7411.

Sincerely,

Melissa Shemenski

Customer Services Representative

Enclosure

Exhibit 10.2

5151 San Felipe, Suite 2500
Houston, Texas 77056

CoLumBIA GAS TRANSMISSION * CoLUMBIA GULF TRANSMISSION * CROSSROADS PIPELINE *

CENTRAL KENTUCKY TRANSMISSION * HARDY STORAGE * MILLENNIUM PIPELINE
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Columbia Gas Transmission, LLC

Washington Gas Light Company

Transportation Demand

Revision No. 2

Transportation
Begin Date End Date Demand Dth/day Recurrence Interval
November 1, 2008 January 28, 2009 277,806 1/1 -12/31
January 29, 2009 April 23, 2009 277,806 1/1-12/31
April 24, 2009 March 31, 2016 217,806 1/1 - 12/31
April 1, 2016 March 31, 2018 148,355 1/1-12/31
April 1, 2018 March 31, 2020 78,904 1/1 - 12/31
April 1, 2020 March 31, 2022 9,453 1/1 - 12/31
Primary Receipt Points
Minimum
Receipt
Scheduling Scheduling Measuring Measuring Maximum Daily ~ Pressure Hourly
Begin End Point Point Point Point Quantity Obligation Flowrate Recurrence
Date Date No. Name No. Name (Dth/Day) 1/ (psig) 1/ (Dth/hour) 1/ Interval
November 1, 2008 January 28, 2009 801 TCO-LEACH 272,294 11 -12/31
January 29, 2009 April 23, 2009 801 TCO-LEACH 272,294 1/1-12/31
April 24, 2009 March 31, 2016 801 TCO-LEACH 212,294 1/1-12/31
April 1, 2016 March 31, 2018 801 TCO-LEACH 142,843 1/1-12/31
April 1, 2018 March 31, 2020 801 TCO-LEACH 73,392 1/1-12/31
April 1, 2020 March 31, 2022 801 TCO-LEACH 3,941 1/1-12/31
November 1, 2008 January 28, 2009 AOL KENOVA AGG POINT 0 12 1/1-12/31
January 29, 2009 April 23, 2009 AOL KENOVA AGG POINT 0 12 1/1-12/31
April 24, 2009 March 31, 2022 A0L KENOVA AGG POINT 0 12 11 -12/31
November 1, 2008 January 28, 2009 CNRO2 BOLDMAN-16 4,100 1/1-12/31
January 29, 2009 April 23, 2009 CNRO2 BOLDMAN-16 4,100 11 -12/31
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Columbia Gas Transmission, LLC

Washington Gas Light Company

Revision No. 2

Minimum
Receipt
Scheduling Scheduling Measuring Measuring Maximum Daily Pressure Hourly
Begin End Point Point Point Point Quantity Obligation Flowrate Recurrence
Date Date No. Name No. Name (Dth/Day) 1/ (psig) 1/ (Dth/hour) 1/ Interval
April 24, 2009 March 31, 2022 CNR 02 BOLDMAN-16 4,100 1/1 -12/31
November 1, 2008 January 28, 2009 CNR 14 HUFF CREEK-16 1,400 1/1 - 12/31
January 29, 2009 April 23, 2009 CNR 14 HUFF CREEK-16 1,400 1/1 -12/31
April 24, 2009 March 31, 2022 CNR 14 HUFF CREEK-16 1,400 1/1 -12/31
Primary Delivery Points
Minimum
Maximum Design Delivery
Scheduling Scheduling Measuring Measuring  Daily Delivery Daily Aggregate Pressure Hourly
Begin End Point Point Point Point Obligation Quantity Daily  Obligation Flowrate Recurrence
Date Date No. Name No. Name (Dth/Day) 1/ (Dth/Day) 1/ Quantity 1/ (psig) 1/ (Dth/hour) 1/  Interval
November 1, 2008 January 28, 2009 78-28 WASHINGTON GAS-28 45,902 1/1-12/31
January 29, 2009 April 23, 2009 78-28 WASHINGTON GAS-28 45,902 1/1 - 12/31
April 24, 2009 March 31, 2016 78-28 WASHINGTON GAS-28 45,902 1/1-12/31
April 1, 2016 March 31, 2018 78-28 WASHINGTON GAS-28 34,427 1/1 - 12/31
April 1, 2018 March 31, 2020 78-28 WASHINGTON GAS-28 22,951 1/1 -12/31
April 1, 2020 March 31, 2022 78-28 WASHINGTON GAS-28 11,476 1/1 - 12/31
November 1, 2008 January 28, 2009 78-30 WASHINGTON GAS-30 276,804 1/1 -12/31
January 29, 2009 April 23, 2009 78-30 WASHINGTON GAS-30 276.804 1/1 - 12/31
April 24, 2009 March 31, 2016 78-30 WASHINGTON GAS-30 216,804 1/1 -12/31
April 1, 2016 March 31, 2018 78-30 WASHINGTON GAS-30 147,603 1/1 -12/31
April 1, 2018 March 31, 2020 78-30 WASHINGTON GAS-30 78,402 1/1 -12/31
April 1, 2020 March 31, 2022 78-30 WASHINGTON GAS-30 9,201 1/1 - 12/31
November 1, 2008 January 28. 2009 LOUDOUN LOUDOUN LNG 92,363 1/1 -12/31
January 29, 2009 April 23, 2009 LOUDOUN LOUDOUN LNG 92,383 1/1 - 12/31
April 24, 2009 March 31, 2016 LOUDOUN LOUDOUN LNG 92,363 1/1-12/31
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Columbia Gas Transmission, LLC

Washington Gas Light Company

Revision No. 2

Minimum
Maximum Design Delivery
Scheduling Scheduling Measuring Measuring  Daily Delivery Daily Aggregate Pressure Hourly
Begin End Point Point Point Point Obligation Quantity Daily Obligation  Flowrate  Recurrence
Date Date No. Name No. Name (Dth/Day) 1/ (Dth/Day) 1/ Quantity 1/ (psig) 1/ (Dth/hour) 1/ Interval

April 1, 2016 March 31, 2018 LOUDOUN LOUDOUN LNG 69,272 1/1 -12/31
April 1, 2018 March 31, 2020 LOUDOUN LOUDOUN LNG 46,182 1/1 - 12/31
April 1, 2020 March 31, 2022 LOUDOUN LOUDOUN LNG 23,091 1/1 - 12/31

1/

Application of MDDOs, DDQs and ADQs and/or minimum pressure and/or hourly flowrate shall be as follows:
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Revision No. 2

Appendix A to Service Agreement No. 4484
Under Rate Schedule FTS
Between Columbia Gas Transmission, LLC (Transporter)
And Washington Gas Light Company (Shipper)

O YesM No (Check applicable blank) Transporter and Shipper have mutually agreed to a Regulatory Restructuring Reduction
Option pursuant to Section 42 of the General Terms and Conditions of Transporter's FERC Gas Tariff.

Service pursuant to this Appendix A, Revision No. 2 shall be effective from April 24, 2009 through March 31, 2022.

O YesM No (Check applicable blank) Shipper has a contractual right of first refusal equivalent to the right of first refusal set
forth from time to time in Section 4 of the General Terms and Conditions of Transporter's FERC Gas Tariff.

M Yes O No (Check applicable blank) This Appendix A, Revision No. 2 shall cancel and supersede the previous Appendix A,
Revision No. 1, effective as of January 29, 2009, to the Service Agreement referenced above.

M Yes O No (Check applicable blank) All gas shall be delivered at existing points of interconnection within the MDDOs, and/or
ADQs, and/or DDQs, as applicable, set forth in Transporter’s currently effective Rate Schedule SST Appendix A with Shipper,
which for such points set forth are incorporated herein by reference.

O YesM No (Check applicable blank) This Service Agreement covers interim capacity sold pursuant to the provisions of
General Terms and Conditions Section 4.2(j). Right of first refusal rights, if any, applicable to this interim capacity are limited as
provided for in General Terms and Conditions Section 4.2(j).

With the exception of this Appendix A, Revision No. 2, all other terms and conditions of said Service Agreement shall remain in full
force and effect.

Washington Gas Light Company

By: /sl Terry D. McCallister
Name: Terry D. McCallister
Title: President & COO
Date:

Columbia Gas Transmission, LLC

By: /sl Mark S. Wilke

Name: Mark S. Wilke
Title: Director, Commercial Services
Date:
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Service Agreement No. 4484
Control No.

FTS SERVICE AGREEMENT
THIS AGREEMENT, made and entered into this 31 day of October, 2008, by and between:

COLUMBIA GAS TRANSMISSION, LLC
(“Transporter”)

AND

Washington Gas Light Company
(“Shipper”)

WITNESSETH: That in consideration of the mutual covenants herein contained, the parties hereto agree as follows:

Section 1. Service to be Rendered. Transporter shall perform and Shipper shall receive service in accordance with the provisions
of the effective FTS Rate Schedule and applicable General Terms and Conditions of Transporter's FERC Gas Tariff, Second
Revised Volume No. 1 (Tariff), on file with the Federal Energy Regulatory Commission (Commission), as the same may be
amended or superseded in accordance with the rules and regulations of the Commission. The maximum obligation of Transporter
to deliver gas hereunder to or for Shipper, the designation of the points of delivery at which Transporter shall deliver or cause gas
to be delivered to or for Shipper, and the points of receipt at which Shipper shall deliver or cause gas to be delivered, are specified
in Appendix A, as the same may be amended from time to time by agreement between Shipper and Transporter, or in accordance
with the rules and regulations of the Commission. Service hereunder shall be provided subject to the provisions of Part 284.223 of
Subpart G of the Commission’s regulations. Shipper warrants that service hereunder is being provided on behalf of Shipper.

Section 2. Term. Service under this Agreement shall commence as of November 1, 2008, and shall continue in full force and
effect until March 31, 2022 . Pre-granted abandonment shall apply upon termination of this Agreement, subject to any right of first
refusal Shipper may have under the Commission’s regulations and Transporter’s Tariff.

Section 3. Rates. Shipper shall pay Transporter the charges and furnish Retainage as described in the above-referenced Rate
Schedule, unless otherwise agreed to by the parties in writing and specified as an amendment to this Service Agreement.
Transporter may agree to discount its rate to Shipper below Transporter’'s maximum rate, but not less than Transporter’s minimum
rate. Such discounted rate may apply to: a) specified quantities (contract demand or commodity quantities); b) specified quantities
above or below a certain level or all quantities if quantities exceed a certain level; ¢) quantities during specified time periods; d)
guantities at specified points, locations, or other defined geographical areas; and e) that a specified discounted rate will apply in a
specified relationship to the quantities actually transported (i.e., that the reservation charge will be adjusted in a specified
relationship to quantities actually transported). In addition, the discount agreement may include a provision that if one rate
component which was at or below the applicable maximum rate at the time the discount agreement was executed subsequently
exceeds the applicable maximum rate due to a change in Transporter’'s maximum rate so that such rate component must be
adjusted downward to equal the new applicable maximum rate, then other rate components may be adjusted upward to achieve
the agreed overall rate, so long as none of the resulting rate components exceed the maximum rate applicable to that rate
component. Such changes to rate components shall be applied prospectively, commencing with the date a Commission order
accepts revised tariff sheets. However, nothing contained herein shall be construed to alter a refund obligation under applicable
law for any period during which rates which had been charged under a discount agreement exceeded rates which ultimately are
found to be just and reasonable.
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Service Agreement No. 4484
Control No.

FTS SERVICE AGREEMENT

Section 4. Notices. Notices to Transporter under this Agreement shall be addressed to it at Post Office Box 1273, Charleston,
West Virginia 25325-1273, Attention: Manager - Customer Services and notices to Shipper shall be addressed to it at:

Washington Gas Light Company
6801 Industrial Pk

Springfield, VA 22151

Attention: Nimmie Hickman

until changed by either party by written notice.

Section 5. Superseded Agreements. This Service Agreement supersedes and cancels, as of the effective date hereof, the
following Service Agreements: N/A

WASHINGTON GAS LIGHT COMPANY COLUMBIA GAS TRANSMISSION, LLC
By /sl Terry D. McCallister By /sl Mark S. Wilke
Name: Terry D. McCallister. Name: Mark S. Wike.

President & COO Director, Commercial Services

Title: Title:
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WGL HOLDINGS, INC. AND SUBSIDIARIES
Computation of Ratio of Earnings to Fixed Charges

($ in thousands

Twelve Months Ended September 2009 2008 2007 2006 2005
FIXED CHARGES:
Interest Expens $ 43,64¢ $ 46,70° $ 48,33 $ 47,59: $ 42,02:
Amortization of Debt Premium, Discount and Expe 41z 45( 562 57¢ 821
Interest Component of Rent: 1,53¢ 1,60¢ 1,60( 1,42¢ 1,50¢
Total Fixed Charge $ 45,60: $ 48,76¢ $ 50,49: $ 49,60( $ 44,34¢
EARNINGS:
Income from Continuing Operations before Dividend
on Preferred Stoc $121,69: $117,84: $109,22( $ 96,01« $107,39:
Add:
Income Taxe: 77,27¢ 69,49 70,13: 61,31 62,76
Total Fixed Charge 45,60: 48,76¢ 50,49: 49,60( 44,34¢
Total Earnings $244,56¢ $236,10( $229,85: $206,92° $214,50:

Ratio of Earnings to Fixed Charges 5.4 4.8 4.€ 4.2 4.8
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Exhibit 12.2
WGL HOLDINGS, INC. AND SUBSIDIARIES
Computation of Ratio of Earnings to Fixed Charges
and Preferred Stock Dividends

(% in thousands
Twelve Months Ended September 2009 2008 2007 2006 2005
FIXED CHARGES AND PRE-TAX PREFERRED

STOCK DIVIDENDS:
Preferred Stock Dividenc $ 1,3 $ 1,3 $ 1,3 $ 1,3 $ 1,3
Effective Income Tax Ral 0.388: 0.370¢ 0.391( 0.389' 0.368¢
Complement of Effective Income Tax Rat-Tax Rate 0.611" 0.629: 0.609( 0.610s 0.631:
Pre-Tax Preferred Stock Divident $ 2,15¢ $ 2,09¢ $ 2,167 $ 2,168 $ 2,09z
FIXED CHARGES:
Interest Expens $ 43,64¢ $ 46,70: $ 48,33! $ 47,59! $ 42,02:
Amortization of Debt Premium, Discount and Expe 413 45( 562 57¢ 821
Interest Component of Rent: 1,53¢ 1,60¢ 1,60( 1,42¢ 1,50¢
Total Fixed Charge 45,60: 48,76¢ 50,49¢ 49,60( 44,34¢
Pre-Tax Preferred Stock Divident 2,15¢ 2,09¢ 2,16 2,16:% 2,092

Total Fixed Charges and Preferred Stock Divide $ 47,75¢ $ 50,86« $ 52,66 $ 51,76 $ 46,44(

EARNINGS:
Income from Continuing Operations before Dividends

on Preferred Stoc $121,69: $117,84: $109,22( $ 96,01« $107,39:
Add:

Income Taxe: 77,27¢ 69,49: 70,13; 61,31 62,76

Total Fixed Charge 45,60: 48,76¢ 50,49: 49,60( 44,34¢

Total Earnings $244 ,56¢ $236,10( $229,85:. $206,92° $214,50:

Ratio of Earnings to Fixed Charges and Preferrec

Dividends 5.1 4.€ 4.4 4.C 4.€
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Exhibit 12.3
WASHINGTON GAS LIGHT COMPANY
Computation of Ratio of Earnings to Fixed Charges
($ in thousands
Twelve Months Ended September 2009 2008 2007 2006 2005
FIXED CHARGES:
Interest Expens $ 42,88 $ 45,30° $ 44,62: $ 43,31¢ $ 40,31¢
Amortization of Debt Premium, Discount and Expe 40€ 41C 471 56€ 821
Interest Component of Rent: 1,23¢ 1,29( 1,28¢ 1,18¢ 1,26¢
Total Fixed Charge $ 44,53: $ 47,007 $ 46,38( $ 45,06 $ 42,40¢
EARNINGS:
Net Income before Dividends on Preferred St $106,58! $114,18: $ 90,50( $ 85,84 $ 89,21:
Add:
Income Taxe! 66,01¢ 64,70" 54,49’ 51,90: 47,39:
Total Fixed Charge 44,53: 47,00° 46,38( 45,06 42,40¢
Total Earnings $217,13! $225,89¢ $191,37° $182,81( $179,01:
Ratio of Earnings to Fixed Charges 4.¢ 4.8 4.1 4.1 4.2
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Exhibit 12.4
WASHINGTON GAS LIGHT COMPANY
Computation of Ratio of Earnings to Fixed Charges
and Preferred Stock Dividends
(% in thousands
Twelve Months Ended September 2009 2008 2007 2006 2005
FIXED CHARGES AND PRE-TAX PREFERRED
STOCK DIVIDENDS:
Preferred Stock Dividenc $ 1,3 $ 1,3 $ 1,3 $ 1,3 $ 1,3
Effective Income Tax Ral 0.382:¢ 0.361" 0.375¢ 0.376¢ 0.346¢
Complement of Effective Income Tax Rat-Tax Rate 0.617¢ 0.638: 0.624: 0.623: 0.653:
Pre-Tax Preferred Stock Divident $ 2,130 $ 2,06¢ $ 2,11t $ 2,11¢ $ 2,021
FIXED CHARGES:
Interest Expens $ 42,88’ $ 45,30° $ 44,62: $ 43,31¢ $ 40,31¢
Amortization of Debt Premium, Discount and Expe 40€ 41C 471 56€ 821
Interest Component of Rent: 1,23¢ 1,29( 1,28¢ 1,18 1,26€
Total Fixed Charge 44,53; 47,007 46,38( 45,067 42,40¢
Pre-Tax Preferred Stock Divident 2,13 2,06¢ 2,11¢ 2,11¢ 2,021
Total Fixed Charges and Preferred Stock
Dividends $ 46,66¢ $ 49,07¢ $ 48,49: $ 47,18t $ 44,42
EARNINGS:
Net Income before Dividends on Preferred St $106,58! $114,18: $ 90,50( $ 85,84 $ 89,21:
Add:
Income Taxe: 66,01¢ 64,70" 54,49; 51,90z 47,39:
Total Fixed Charge 44,53: 47,00" 46,38( 45,06 42,40¢
Total Earnings $217,13! $225,89¢ $191,37° $182,81( $179,01:
Ratio of Earnings to Fixed Charges and Preferrec
Dividends 4.7 4.€ 3.6 3.6 4.C
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WGL HOLDINGS, INC.

Subsidiaries of the above registrant as of Septemba0, 2009

Subsidiary Relationship Denoted by Indentatiol
WGL Holdings, Inc. (Paren

Washington Gas Light Compal

Hampshire Gas Compal

Crab Run Gas Compal

Washington Gas Resources Co
Washington Gas Credit Corporati
Washington Gas Energy Services, |
Washington Gas Energy Systems, i

Percent of
Voting
Securities
Owned

State of Incorporation

10(%
10C%
10C%
10C%
10C%
10C%
10C%

Virginia

Virginia and the District of
Columbia

West Virginia

Virginia

Delaware

Delaware

Delaware

Delaware
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CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference infelewing Registration Statements of WGL Holdingss. and
Washington Gas Light Company (collectively, “thenGmanies”) of our reports dated November 25, 208i@ting to the
consolidated financial statements and financidgestant schedule of WGL Holdings, Inc. and subsiégand the financial
statements and financial statement schedule of Wgtsim Gas Light Company (which reports includelarptory
paragraphs relating to the Companies’ fiscal 2Gpton of Statement of Financial Accounting StaddaNo. 158,
Employer’ Accounting for Defined Benefit Pension and OtRestretirement Plan§art of Accounting Standards
Codification Topic 715Compensation — Retirement Benélfitand the effectiveness of WGL Holdings, Inc. and
subsidiaries’ internal control over financial refiog, appearing in this Annual Report on Form 1@fRVGL Holdings, Inc.
and Washington Gas Light Company for the year ei@tgatember 30, 2009:

WGL Holdings, Inc.

Form &-3
Form &-8
Form ¢-8
Form ¢-8
Form &-8

No
No
No
No
No

. 33%-126620
. 33%-104571
. 33%-104572
. 33%-104573
. 33:-142983

Washington Gas Light Company

Form &-3

No

. 33:-159243

DELOITTE & TOUCHE LLP

McLean, Virginia
November 25, 200
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POWER OF ATTORNEY

Each person whose signature appears below dodsyhmyastitute and appoint Terry D. McCallister, FsarP.
Chapman, Beverly J. Burke, Vincent L. Ammann, dd Mark P. O'Flynn, or any of them singly, as spehson’s true and
lawful attorney-in-fact and agent, with full powefrsubstitution, resubstitution and revocationxeaite, deliver and file
with the Securities and Exchange Commission, for@msuch person’s behalf, and in any and all dépacForm 10-K for
the fiscal year ended September 30, 2009, of WGIdiHgs, Inc. and Washington Gas Light Company amy all
amendments thereto, under the Securities ExchangefA 934, with all exhibits thereto and other gime@nts in connection
therewith, granting unto said attorneys-in-fact agénts full power and authority to do and perfeanh and every act and
thing requisite and necessary to be done as folglltintents and purposes as such person migtddd do in person,
hereby ratifying and confirming all that said attey-in-fact and agent or such persosubstitute or substitutes may lawfi
do or cause to be done by virtue hereof.

Name Title Date

/s/ Michael D. Barne Director November 23, 20(
(Michael D. Barnes)

/sl George P. Clancy, . Director November 23, 20(
(George P. Clancy, Jr.)

/sl James W. Dyke, < Director November 23, 20(
(James W. Dyke, Jr.)

/sl Melvyn J. Estrir Director November 23, 20(
(Melvyn J. Estrin)

/sl James F. Lafor Director November 23, 20(
(James F. Lafond)

/sl Debra L. Let Director November 23, 20(
(Debra L. Lee)

/s Karen Hastie William Director November 23, 20(
(Karen Hastie Williams)
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CERTIFICATION OF WGL HOLDINGS, INC.

I, Terry D. McCallister, certify that:

1.1 have reviewed this annual report Form 1(-K of WGL Holdings, Inc..

2.Based on my knowledge, this report does not cortajnuntrue statement of a material fact or ométate a material fa
necessary to make the statements made, in ligheafircumstances under which such statementswade, not
misleading with respect to the period covered ligy tbport;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in
all material respects the financial condition, tesaf operations and cash flows of the registeenof, and for, the perios
presented in this repol

4. The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and
procedures (as defined in Exchange Act Rules 13a}Hnd 15d-15(e)) and internal control over firiaheeporting (as
defined in Exchange Act Ruli13&15(f) and15c-15(f)) for the registrant and hav

a) Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned
under our supervision, to ensure that materialrinégion relating to the registrant, including itnsolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period ihigh this report is
being preparec

b) Designed such internal control over financial répgy, or caused such internal control over finah@gorting to be
designed under our supervision, to provide readerssurance regarding the reliability of financégdorting and
the preparation of financial statements for extigpoiaposes in accordance with generally accepteduating
principles;

c) Evaluated the effectiveness of the registrant’sldsire controls and procedures and presentedsimgport our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by
this report based on such evaluation;

d) Disclosed in this report any change in the regmtsainternal control over financial reporting thatooed during th
registrant’s fourth fiscal quarter that has mathriaffected, or is reasonably likely to materiadlffect, the
registran’s internal control over financial reporting; &

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiarnteyhal control over
financial reporting, to the registr¢ s auditors and the audit committee of the regit' s board of director

a) All significant deficiencies and material weaknessethe design or operation of internal contradiofimancial
reporting which are reasonably likely to adversdfgct the registrant’s ability to record, processnmarize and
report financial information; an

b) Any fraud, whether or not material, that involveamagement or other employees who have a signifioéain the
registran’'s internal control over financial reportir

Date: November 25, 2009

/sl Terry D. McCallister

Terry D. McCallister
Chairman and Chief Executive Offic
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CERTIFICATION OF WGL HOLDINGS, INC.
I, Vincent L. Ammann, Jr., certify that:

1.1 have reviewed this annual reportForm 1(-K of WGL Holdings, Inc..

2.Based on my knowledge, this report does not cortajnuntrue statement of a material fact or ométate a material fa
necessary to make the statements made, in ligheafircumstances under which such statementswade, not
misleading with respect to the period covered ligy tbport;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in
all material respects the financial condition, tesaf operations and cash flows of the registeenof, and for, the perios
presented in this repol

4. The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and
procedures (as defined in Exchange Act Rules 13a}Hnd 15d-15(e)) and internal control over firiaheeporting (as
defined in Exchange Act Ruli13&15(f) and15c-15(f)) for the registrant and hav

a) Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned
under our supervision, to ensure that materialrinégion relating to the registrant, including itnsolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period ihigh this report is
being preparec

b) Designed such internal control over financial répgy, or caused such internal control over finah@gorting to be
designed under our supervision, to provide readerssurance regarding the reliability of financégdorting and
the preparation of financial statements for extigpoiaposes in accordance with generally accepteduating
principles;

c) Evaluated the effectiveness of the registrant’sldsire controls and procedures and presentedsimgport our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by
this report based on such evaluation;

d) Disclosed in this report any change in the regmtsainternal control over financial reporting thatooed during th
registrant’s fourth fiscal quarter that has mathriaffected, or is reasonably likely to materiadlffect, the
registran’s internal control over financial reporting; &

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiarnteyhal control over
financial reporting, to the registr¢ s auditors and the audit committee of the regit' s board of director

a) All significant deficiencies and material weaknessethe design or operation of internal contradiofimancial
reporting which are reasonably likely to adversdfgct the registrant’s ability to record, processnmarize and
report financial information; an

b) Any fraud, whether or not material, that involveamagement or other employees who have a signifioéain the
registran’'s internal control over financial reportir

Date: November 25, 2009

/s/ Vincent L. Ammann, Jr.

Vincent L. Ammann, Jr.
Vice President and Chief Financial Offic
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CERTIFICATION OF WASHINGTON GAS LIGHT COMPANY
I, Terry D. McCallister, certify that:

1.1 have reviewed this annual report Form 1(-K of Washington Gas Light Compar

2.Based on my knowledge, this report does not cortajnuntrue statement of a material fact or ométate a material fa
necessary to make the statements made, in ligheafircumstances under which such statementswade, not
misleading with respect to the period covered ligy tbport;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in
all material respects the financial condition, tesaf operations and cash flows of the registeenof, and for, the perios
presented in this repol

4. The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and
procedures (as defined in Exchange Act Rules 13a}Hnd 15d-15(e)) and internal control over firiaheeporting (as
defined in Exchange Act Ruli13&15(f) and15c-15(f)) for the registrant and hav

a) Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned
under our supervision, to ensure that materialrinégion relating to the registrant, including itnsolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period ihigh this report is
being preparec

b) Designed such internal control over financial répgy, or caused such internal control over finah@gorting to be
designed under our supervision, to provide readerssurance regarding the reliability of financégdorting and
the preparation of financial statements for extigpoiaposes in accordance with generally accepteduating
principles;

c) Evaluated the effectiveness of the registrant’sldsire controls and procedures and presentedsimgport our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by
this report based on such evaluation;

d) Disclosed in this report any change in the regmtsainternal control over financial reporting thatooed during th
registrant’s fourth fiscal quarter that has mathriaffected, or is reasonably likely to materiadlffect, the
registran’s internal control over financial reporting; &

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiarnteyhal control over
financial reporting, to the registr¢ s auditors and the audit committee of the regit' s board of director

a) All significant deficiencies and material weaknessethe design or operation of internal contradiofimancial
reporting which are reasonably likely to adversdfgct the registrant’s ability to record, processnmarize and
report financial information; an

b) Any fraud, whether or not material, that involveamagement or other employees who have a signifioéain the
registran’'s internal control over financial reportir

Date: November 25, 2009

/sl Terry D. McCallister

Terry D. McCallister
Chairman and Chief Executive Offic




REGIE 2.1 Attachment 9 WELyHIHt20994
Page 254 of 255

CERTIFICATION OF WASHINGTON GAS LIGHT COMPANY
I, Vincent L. Ammann, Jr., certify that:

1.1 have reviewed this annual report Form 1(-K of Washington Gas Light Compar

2.Based on my knowledge, this report does not cortajnuntrue statement of a material fact or ométate a material fa
necessary to make the statements made, in ligheafircumstances under which such statementswade, not
misleading with respect to the period covered ligy tbport;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in
all material respects the financial condition, tesaf operations and cash flows of the registeenof, and for, the perios
presented in this repol

4. The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and
procedures (as defined in Exchange Act Rules 13a}Hnd 15d-15(e)) and internal control over firiaheeporting (as
defined in Exchange Act Ruli13&15(f) and15c-15(f)) for the registrant and hav

a) Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned
under our supervision, to ensure that materialrinégion relating to the registrant, including itnsolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period ihigh this report is
being preparec

b) Designed such internal control over financial répgy, or caused such internal control over finah@gorting to be
designed under our supervision, to provide readerssurance regarding the reliability of financégdorting and
the preparation of financial statements for extigpoiaposes in accordance with generally accepteduating
principles;

c) Evaluated the effectiveness of the registrant’sldsire controls and procedures and presentedsimgport our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by
this report based on such evaluation;

d) Disclosed in this report any change in the regmtsainternal control over financial reporting thatooed during th
registrant’s fourth fiscal quarter that has mathriaffected, or is reasonably likely to materiadlffect, the
registran’s internal control over financial reporting; &

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiarnteyhal control over
financial reporting, to the registr¢ s auditors and the audit committee of the regit' s board of director

a) All significant deficiencies and material weaknessethe design or operation of internal contradiofimancial
reporting which are reasonably likely to adversdfgct the registrant’s ability to record, processnmarize and
report financial information; an

b) Any fraud, whether or not material, that involveamagement or other employees who have a signifioéain the
registran’'s internal control over financial reportir

Date: November 25, 2009

/s/ Vincent L. Ammann, Jr.

Vincent L. Ammann, Jr.
Vice President and Chief Financial Offic
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CERTIFICATION OF THE CHAIRMAN AND CHIEF EXECUTIVE O FFICER
AND THE VICE PRESIDENT AND CHIEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the combined annual report of MbIdings, Inc. and Washington Gas Light Compating (
“Companies”) on Form 10-K for the annual period eh&eptember 30, 2009 as filed with the SecurtiesExchange
Commission on the date hereof (the “Report”), T&rMcCallister, Chairman and Chief Executive Oéfiof the
Companies, and Vincent L. Ammann, Jr., Vice Pragided Chief Financial Officer of the Companies;tebereby certify,
pursuant to 18 U.S.C. § 1350, as adopted pursad906 of the Sarbanes-Oxley Act of 2002, to thst lof their
knowledge, that:

(1) The Report fully complies with the requirementsSefction 13(a) of the Securities Exchange Act of412®d

(2) The information contained in the Report fairly mets, in all material respects, the financial ctodiand results
operations of the Companie

This certification is being made for the exclusprgpose of compliance by the Chairman and Chiettwee Officer
and the Vice President and Chief Financial Offimkethe Companies with the requirements of Sectia® & the Sarbanes-
Oxley Act of 2002, and may not be disclosed, distied, or used by any person for any reason dtiagras specifically
required by law.

/sl Terry D. McCallister

Terry D. McCallister
Chairman and Chief Executive Officer

/s/ Vincent L. Ammann, Jr.

Vincent L. Ammann, Jr.
Vice President and Chief Financial Officer

November 25, 200





