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EMPLOYEEMATTERSMATTER THE PSEG BOARDOF DIRECTORSDIRECTORCONSIDEREDTHATEXELON HAS AGREEDTHATTHE COMBINED COMPANY WILL

GIVEFAIRAND EQUITABLECONSIDERATIONTO WORKFORCEREDUCTIONSREDUCTION AND JOBOPPORTUNITIESOPPORTUNITIEIN THE COMBINED COMPANY EXELON ALSO

HAS AGREEDIN THE MERGERAGREEMENTTHATTHECOMBINED COMPANY WILLHONORAND PERFORMPSEGSPSEG COLLECTIVEBARGAINING
AGREEMENTSAGREEMENTAND BENEFITPLANSPLAN INCLUDINGCONTINUINGTO PROVIDEBENEFITSBENEFIT WHICH IN THEAGGREGATEARE NO LESSLES FAVORABLETHAN

THOSEPROVIDEDTO EMPLOYEESEMPLOYEEOF EXELON IN COMPARABLEPOSITIONSPOSITIONAND PROVIDINGBENEFIT PLANCREDITFORPREMERGER SERVICE

UNDERSH BENEFITPLANSPLAN

THE PSEG BOARDOF DIRECTORSDIRECTOR ALSOCONSIDEREDTHEPOTENTIALRISKSRISK OF THEMERGER INCLUDINGTHEFOLLOWING

REGULATORYUNCERTAINTYIN ILLINOISILLINOI AND PENNSYLVANIATHE PSEG BOARD OF DIRECTORSDIRECTORCONSIDEREDTHEUNCERTAINTY
SURROUNDINGTHECOMPLETIONOF ELECTRICRESTRUCTURINGINITIATIVESINITIATIVE IN BOTHILLINOISILLINOI AND PENNSYLVANIAWHILE NEW JERSEY
COMPLETEDITS TRANSITIONPERIODIN AUGUST2003 THE ILLINOISILLINOI TRANSITIONPERIODCONCLUDESCONCLUDE AT THE END OF 2006 AND THE

PENNSYLVANIATRANSITIONPERIODCONCLUDESCONCLUDE IN 2010 IN BOTH STATESSTATE THE FULLDETAILSDETAIL OF THE TRANSITIONTO FULLYCOMPETITIVEMARKETSMARKET

REMAIN TO BE DECIDED THE PSEG BOARDOF DIRECTORSDIRECTORCONSIDEREDTHE EFFECTSEFFECT OF THECOMPLETIONOF RESTRUCTURINGOF THEILLINOISILLINOI

POWERMARKETSMARKET IN 2006 INCLUDINGTHE UNCERTAINTIESUNCERTAINTIE AND EFFECTSEFFECT OF NEW AND DEVELOPINGCOMPETITIVEGENERATIONMARKETAND

THE NEED FORCORNED TO FILE RATE CASE FORITS DISTRIBUTIONBUSINESSBUSINES AND PLACENEW RATESRATE IN EFFECTBYJANUARY 2006

REGULATORYAPPROVALSAPPROVAL THE PSEG BOARDOF DIRECTORSDIRECTOR CONSIDEREDTHE EXTENSIVEREGULATORYAPPROVALSAPPROVALREQUIREDTO

COMPLETETHE MERGERAND THERISK THATTHEGOVERNMENTALAUTHORITIESAUTHORITIE AND THIRDPARTIESPARTIEMAY SEEK TO IMPOSEUNFAVORABLETERMSTERM OR

CONDITIONSCONDITION ON THEREQUIREDAPPROVALSAPPROVALOR THATSUCHAPPROVALSAPPROVALWOULD NOT BE OBTAINED AT ALL THE PSEG BOARDOF DIRECTORSDIRECTOR ALSO

CONSIDEREDTHEPOTENTIALLENGTHOFTHEREGULATORYAPPROVALPROCESSPROCES AND THATTHEMERGERAGREEMENTPROVIDESPROVIDETHATIT MAY NOT BE

TERMINATEDUNTILJUNE 20 2006 WHICH MAY BE EXTENDEDTO DECEMBER 20 2006 UNDERSPECIFIEDCIRCUMSTANCESCIRCUMSTANCE

CONCENTRATIONIN NUCLEAR GENERATION THE PSEG BOARDOF DIRECTORSDIRECTORCONSIDEREDTHE COMBINED COMPANYSCOMPANYPREDOMINANT
FOCUSFOCU ON NUCLEARGENERATIONAND ATTENDANTRISKSRISK THE PSEG BOARDOF DIRECTORSDIRECTORCONSIDEREDTHE FACTTHATTHECOMBINED ENTITY
WILLBE THELARGESTOWNER AND OPERATOROF NUCLEARGENERATIONIN THECOUNTRYWITH 20 REACTORSREACTOR

FIXED EXCHANGERATIO THE PSEG BOARDOF DIRECTORSDIRECTOR CONSIDEREDTHATTHEEXCHANGERATIOIS FIXED AND THEREIS

POSSIBILITYTHATTHE VALUE OF THEEXELON COMMON STOCKCOULDBE MORE OR LESSLES AT CLOSINGTHAN AT THE TIME OF ANNOUNCEMENT OF

THE MERGER

GOODWILL THE PSEG BOARDOF DIRECTORSDIRECTOR CONSIDEREDTHEFACTTHATEXELON HAD 47 BILLION OF GOODWILLON ITSBALANCE

SHEETRELATEDTO THE PECOUNICOM MERGERIN 2000 AND THATSOME OR ALLOF THATGOODWILLMAY BE IMPAIREDAT SOME TIME IN THE

FUTURE

RESTRICTIONSRESTRICTION ON INTERIM OPERATIONSOPERATION THE PSEG BOARDOF DIRECTORSDIRECTORCONSIDEREDTHEPROVISIONSPROVISIONOF THE MERGERAGREEMENT
PLACINGRESTRICTIONSRESTRICTIONON SH OPERATIONSOPERATIONUNTILCOMPLETIONOF THE MERGER AND THE EXTENT OF THOSERESTRICTIONSRESTRICTIONAS NEGOTIATED
BETWEEN THEPARTIESPARTIE

INTEGRATIONTHE PSEG BOARDOF DIRECTORSDIRECTOR EVALUATEDTHECHALLENGESCHALLENGEINHERENTIN THECOMBINATION OF TWO BUSINESSBUSINES

ENTERPRISESENTERPRISEOF THE SIZE AND SCOPEOF PSEG AND EXELON INCLUDINGTHEPOSSIBILITYOFNOT ACHIEVINGTHEANTICIPATEDSYNERGIESSYNERGIEAND

OTHERBENEFITSBENEFIT SOUGHTTO BE OBTAINED FROM THE MERGER

SHAREHOLDERSSHAREHOLDER THE PSEG BOARD OF DIRECTORSDIRECTORCONSIDEREDTHE FACTTHATPSEG SHAREHOLDERSSHAREHOLDERWILL HOLDAPPROXIMATELY32

OFTHE COMMON STOCKOF THE COMBINED COMPANY AFTERCOMPLETIONOF THE MERGERAND WILL THEREFORENOT CONTROLTHECOMBINED

COMPANY
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PERSONNEL THE PSEG BOARDOF DIRECTORSDIRECTORCONSIDEREDTHE ADVERSEIMPACTTHATBUSINESSBUSINES UNCERTAINTYPENDINGCOMPLETION
OF THEMERGERCOULDHAVE ON THEABILITYTO ATTRACTRETAINAND MOTIVATE KEYPERSONNELUNTILTHE MERGERIS COMPLETEDTHE PSEG

BOARDOF DIRECTORSDIRECTOR ALSOCONSIDEREDTHE LEVELAND IMPACTOFJOBREDUCTIONSREDUCTION AS RESULTOF MERGERRELATEDSYNERGIESSYNERGIEFURTHERTHE

PSEG BOARD OF DIRECTORSDIRECTORCONSIDEREDTHE INCREASEDCOMPLEXITYOF INDUSTRIALRELATIONSRELATION RESULTINGFROM THE MERGER

THE PSEG BOARDOF DIRECTORSDIRECTOR ALSOCONSIDEREDTHECORPORATEGOVERNANCEPROVISIONSPROVISIONOF THEMERGERAGREEMENTAND THE

AMENDED AND RESTATEDBYLAWSBYLAW TO BE ADOPTEDBYEXELON UPON COMPLETIONOF THEMERGER INCLUDINGTHATUPON COMPLETIONOF

THEMERGERAND FOR FIXED PERIODOF TIME THEREAFTERTHE EXELON BOARD OF DIRECTORSDIRECTORWILL BE COMPRISEDOFSIX LEGACYPSEG

DIRECTORSDIRECTORAND TWELVE LEGACYEXELON DIRECTORSDIRECTOR

THE PSEG BOARDOF DIRECTORSDIRECTOR BELIEVED THATOVERALLTHEPOTENTIALBENEFITSBENEFIT OF THE MERGERTO PSEG AND PSEGSPSEG

SHAREHOLDERSSHAREHOLDEROUTWEIGHEDTHE RISKSRISK WHICH ARE MENTIONED ABOVE

THE PSEG BOARDOF DIRECTORSDIRECTOR REALIZEDTHATTHERECAN BE NO ASSURANCE ABOUTFUTURERESULTSRESULTINCLUDINGRESULTSRESULT CONSIDEREDOR

EXPECTEDAS DESCRIBEDIN THE FACTORSFACTOR LISTEDABOVE IT SHOULDBE NOTEDTHATTHISTHI EXPLANATIONOFTHE PSEG BOARDOF DIRECTORSDIRECTOR

REASONINGAND ALLOTHERINFORMATIONPRESENTEDIN THISTHI SECTIONARE FORWARDLOOKINGIN NATURE AND THEREFORESHOULDBE READIN

LIGHTOF THEFACTORSFACTOR DISCUSSEDUNDERTHEHEADINGFORWARDLOOKINGSTATEMENTSSTATEMENT

OPINIONSOPINION OF FINANCIAL ADVISORSADVISOR

OPINIONSOPINION OFEXELON FINANCIAL ADVISORSADVISOR

AT THEMEETINGOF THEEXELON BOARD OF DIRECTORSDIRECTORON DECEMBER 17 2004 JPMORGANAND LEHMAN BROTHERSBROTHER JOINTLY
PRESENTEDMATERIALSMATERIAL COMBININGBOTH FIRMSFIRM RESPECTIVEANALYSESANALYSEOFTHEEXCHANGERATIOIN THE MERGER JPMORGANAND LEHMAN

BROTHERSBROTHER INFORMED THE EXELON BOARDOF DIRECTORSDIRECTORTHATEACH FIRM HAD INDEPENDENTLYPERFORMEDITSANALYSISANALYSIAND HAD APPLIED
DIFFERENTMETHODOLOGIESMETHODOLOGIETO THEUNDERLYINGDATA THE JOINTLYPRESENTEDMATERIALSMATERIAL REFLECTEDTHE FULLRANGEOF ANALYSESANALYSEOF BOTH

ADVISORSADVISOR

AS DESCRIBEDBELOW ON DECEMBER 20 2004 AT THE EXELON BOARDOF DIRECTORSDIRECTORMEETINGEACH OF JPMORGANAND LEHMAN

BROTHERSBROTHER DELIVEREDITSOPINIONTO THE EXELON BOARD OF DIRECTORSDIRECTORTHATBASED UPON AND SUBJECTTO THEASSUMPTIONSASSUMPTIONQUALIFICATIONSQUALIFICATION
AND LIMITATIONSLIMITATION SET FORTHTHEREINTHEEXCHANGERATIOIN THEMERGER WAS FAIRFROM FINANCIAL POINTOF VIEW TO EXELON

OPINIONOFJPMORGAN

THE FULLTEXT OF THE OPINIONOF JPMORGANDATED DECEMBER 20 2004 WHICH SETSSET FORTHAMONG OTHERTHINGSTHING THE

ASSUMPTIONSASSUMPTIONMADE THE PROCEDURESPROCEDUREFOLLOWEDMATTERSMATTER CONSIDEREDAND QUALIFICATIONSQUALIFICATIONAND LIMITATIONSLIMITATION OF THE REVIEW

UNDERTAKEN BYJPMORGANIN RENDERINGITSOPINIONIS ATTACHED AS ANNEX TO THISTHI JOINTPROXY STATEMENTPROSPECTUSSTATEMENTPROSPECTUAND

IS INCORPORATEDINTO THISTHI JOINTPROXY STATEMENTPROSPECTUSSTATEMENTPROSPECTUBYREFERENCE THE SUMMARY OF THE FAIRNESSFAIRNES

OPINIONSET FORTHIN THISTHI JOINTPROXY STATEMENTPROSPECTUSSTATEMENTPROSPECTUIS QUALIFIEDIN ITSENTIRETYBYREFERENCETO THE FULLTEXT OF THE

OPINIONEXELON SHAREHOLDERSSHAREHOLDER SHOULD READ THEOPINIONCAREFULLYAND IN ITS ENTIRETY PROVIDEDITS OPINIONFOR

THE INFORMATION AND ASSISTANCEOF THE EXELON BOARD OF DIRECTORSDIRECTOR IN CONNECTION WITH ITS CONSIDERATION OF THE PROPOSED
MERGER THE JPMORGANOPINIONIS NOT RECOMMENDATION TO ANY EXELON SHAREHOLDERAS TO HOW ANY SHAREHOLDERSHOULD

VOTE WITH RESPECTTO THE ISSUANCE OF SHARESSHARE OF EXELON COMMON STOCK AS CONTEMPLATEDBYTHE MERGER AGREEMENTOR ANY
OTHERMATTER AND SHOULD NOT BE RELIED UPON BYANY EXELON SHAREHOLDERAS SUCH

IN ARRIVINGAT ITSOPINIONJPMORGANAMONG OTHERTHINGSTHING

REVIEWED THE TERMSTERM OF THEMERGERAGREEMENT
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REVIEWED CERTAINPUBLICLYAVAILABLEBUSINESSBUSINES AND FINANCIAL INFORMATIONCONCERNINGEXELON AND PSEG AND THE

INDUSTRIESINDUSTRIE IN WHICH THEYOPERATE

COMPAREDTHEPROPOSEDFINANCIAL TERMSTERM OFTHE MERGERWITH THEPUBLICLYAVAILABLE FMANCIAL TERMSTERM OF CERTAIN

TRANSACTIONSTRANSACTION INVOLVINGCOMPANIESCOMPANIEJPMORGANDEEMED RELEVANTAND THECONSIDERATIONRECEIVEDFORSUCH

COMPANIESCOMPANIE

COMPAREDTHE FINANCIAL AND OPERATINGPERFORMANCEOF EXELON AND PSEG WITH PUBLICLYAVAILABLE INFORMATION

CONCERNINGCERTAINOTHERCOMPANIESCOMPANIEJPMORGANDEEMED RELEVANTAND REVIEWED THETHEN CURRENT AND HISTORICAL

MARKETPRICESPRICEOF THEPSEG COMMON STOCKAND EXELON COMMON STOCKAND CERTAINPUBLICLYTRADEDSECURITIESSECURITIE OF

SUCHOTHERCOMPANIESCOMPANIE

REVIEWED CERTAININTERNALFINANCIALANALYSESANALYSEPROJECTIONSPROJECTIONAND IN THE CASE OF EXELONEXTENSIONSEXTENSION OF THOSE

PROJECTIONSPROJECTIONIN EACH CASE PREPAREDBYTHEMANAGEMENTSMANAGEMENTOF PSEG AND EXELON RELATINGTO THEIRRESPECTIVE
BUSINESSESBUSINESSE AS WELLAS THE ESTIMATED AMOUNT AND TIMINGOF THE COST SAVINGSSAVINGAND RELATEDEXPENSESEXPENSE SYNERGIESSYNERGIEAND

OTHERSTRATEGICBENEFITSBENEFIT EXPECTEDTO RESULTFROM THE MERGER AND

PERFORMEDSUCH OTHERFINANCIAL STUDIESSTUDIE AND ANALYSESANALYSEAND CONSIDEREDSUCH OTHERINFORMATIONAS JPMORGAN
DEEMED APPROPRIATEFORTHEPURPOSESPURPOSE OF ITSOPINION

IN ADDITIONJPMORGANHELD DISCUSSIONSDISCUSSION WITH CERTAINMEMBERSMEMBER OF THEMANAGEMENTOF PSEG AND EXELON WITH RESPECTTO

CERTAINASPECTSASPECTOF THEMERGER AND THEPASTAND CURRENT BUSINESSBUSINES OPERATIONSOPERATIONOFPSEG AND EXELONTHE FINANCIAL CONDITIONAND

FUTUREPROSPECTSPROSPECTAND OPERATIONSOPERATIONOFPSEG AND EXELON THE EFFECTSEFFECT OF THEMERGER INCLUDINGTHE ESTIMATEDCOST SAVINGSSAVINGAND

RELATEDEXPENSESEXPENSE SYNERGIESSYNERGIEAND OTHERSTRATEGICBENEFITSBENEFIT EXPECTEDTO RESULTFROM THEMERGER ON THE FINANCIALCONDITION AND

FUTUREPROSPECTSPROSPECTOF EXELON AND CERTAINOTHERMATTERSMATTER JPMORGANBELIEVED NECESSARYOR APPROPRIATETO ITS INQUIRY

JPMORGANRELIEDUPON AND ASSUMEDWITHOUTINDEPENDENTVERIFICATIONTHE ACCURACYAND COMPLETENESSCOMPLETENESOF ALLINFORMATION

THATWAS PUBLICLYAVAILABLEOR WAS FURNISHEDTO JPMORGANBYEXELON AND PSEG OR OTHERWISEREVIEWED BYJPMORGANAND

JPMORGANDID NOT ASSUME ANY RESPONSIBILITYOR LIABILITYTHEREFORJPMORGANDID NOT CONDUCTANY VALUATIONOR APPRAISALOF ANY
ASSETSASSET OR LIABILITIESLIABILITIE NOR WERE ANY SUCH VALUATIONSVALUATION OR APPRAISALSAPPRAISALPROVIDEDTO JPMORGANIN RELYINGON FINANCIAL ANALYSESANALYSEAND

PROJECTIONSPROJECTIONAND EXTENSIONSEXTENSION THEREOFPROVIDEDTO JPMORGANINCLUDINGTHE ESTIMATED COST SAVINGSSAVINGAND RELATEDEXPENSESEXPENSE

SYNERGIESSYNERGIEAND OTHERSTRATEGICBENEFITSBENEFIT EXPECTEDTO RESULTFROM THE MERGER JPMORGANASSUMED THATTHEYWERE REASONABLY
PREPAREDBASED ON ASSUMPTIONSASSUMPTIONREFLECTINGTHE BESTTHENCURRENTLYAVAILABLE ESTIMATESESTIMATE AND JUDGMENTSJUDGMENTBYMANAGEMENTAS TO THE

EXPECTEDFUTURERESULTSRESULT OF OPERATIONSOPERATIONAND FINANCIAL CONDITIONOF PSEG AND EXELON TO WHICH SUCH ANALYSESANALYSEOR PROJECTIONSPROJECTION
RELATEJPMORGANALSOASSUMED THATTHE MERGERWILL QUALIFYAS TAXFREE REORGANIZATIONFORUNITED STATESSTATE FEDERALINCOME TAX

PURPOSESPURPOSE AND THATTHETRANSACTIONSTRANSACTIONCONTEMPLATEDBYTHE MERGERAGREEMENTWILLBE CONSUMMATED AS DESCRIBEDIN THE MERGER

AGREEMENTWITHOUTMATERIALWAIVERMODIFICATION OR AMENDMENT JPMORGANRELIEDAS TO ALLLEGALMATTERSMATTER RELEVANTTO RENDERING
ITSOPINIONUPON THE ADVICE OF ITS COUNSEL JPMORGANFURTHERASSUMED THATALLMATERIALGOVERNMENTALREGULATORYOR OTHER

CONSENTSCONSENT AND APPROVALSAPPROVALNECESSARYFORTHE CONSUMMATION OF THE MERGERWILL BE OBTAINED WITHIN THECONSTRAINTSCONSTRAINTCONTEMPLATED
BYTHEMERGERAGREEMENTAND WITHOUTANY MATERIALADVERSEEFFECTON THECONTEMPLATEDBENEFITSBENEFIT OF THE MERGER AND THATALL

OTHERCONDITIONSCONDITION TO THEMERGERWILL BE SATISFIEDIN ALLMATERIALRESPECTSRESPECT

SH OPINIONIS NECESSARILYBASED ON ECONOMICMARKETAND OTHERCONDITIONSCONDITION AS IN EFFECTON AND THE INFORMATION

MADE AVAILABLETO JPMORGANAS OF THE DATEOF THEOPINIONIT SHOULDBE UNDERSTOODTHATSUBSEQUENTDEVELOPMENTSDEVELOPMENTMAY AFFECT

THEOPINIONAND THATJPMORGANDOESDOE NOT HAVE ANY OBLIGATIONTO UPDATEREVISEOR REAFFIRMITSOPINIONJPMORGANSJPMORGANOPINIONIS
LIMITED TO THEFAIRNESSFAIRNES FROM FINANCIAL POINTOF VIEW TOEXELON OFTHEEXCHANGERATIOIN THEPROPOSEDMERGERAND JPMORGAN
EXPRESSESEXPRESSE NO OPINIONAS TO THEUNDERLYINGDECISION BYEXELON TO ENGAGE IN THEMERGER JPMORGANIS EXPRESSINGNO OPINIONAS

TO THEPRICEAT WHICH EXELON COMMON STOCKOR PSEG COMMON STOCKWILL TRADEAT ANY FUTURETIME
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IN CONNECTIONWITH RENDERINGITSOPINIONTO THEEXELON BOARD OF DIRECTORSDIRECTORJPMORGANPERFORMEDVARIETYOF FINANCIALAND

COMPARATIVEANALYSESANALYSEINCLUDINGTHOSEDESCRIBEDBELOW THE PREPARATIONOF FAIRNESSFAIRNES OPINIONIS COMPLEXPROCESSPROCES AND

INVOLVESINVOLVE VARIOUSVARIOU JUDGMENTSJUDGMENTAND DETERMINATIONSDETERMINATION AS TO THEMOST APPROPRIATEAND RELEVANTASSUMPTIONSASSUMPTIONAND FINANCIAL ANALYSESANALYSE
AND THEAPPLICATIONOF THESEMETHODSMETHOD TO THEPARTICULARCIRCUMSTANCESCIRCUMSTANCE INVOLVED FAIRNESSFAIRNES OPINIONSOPINIONARE THEREFORENOT NECESSARILY
SUSCEPTIBLETO PARTIALANALYSISANALYSIOR SUMMARY DESCRIPTION

ACCORDINGLYJPMORGANBELIEVESBELIEVE THATTHEANALYSESANALYSEIT PERFORMEDAND THE SUMMARY SET FORTHBELOW MUST BE CONSIDEREDAS

WHOLE AND THATSELECTINGPORTIONSPORTIONOF ITSANALYSESANALYSEAND FACTORSFACTOROR FOCUSINGON INFORMATION IN TABULARFORMATWITHOUT

CONSIDERINGALLANALYSESANALYSEAND FACTORSFACTOROR THE NARRATIVEDESCRIPTIONOF THEANALYSESANALYSECOULDCREATE MISLEADINGOR INCOMPLETEVIEW

OF THE PROCESSESPROCESSE UNDERLYINGTHEANALYSESANALYSEPERFORMEDBYJPMORGANIN CONNECTIONWITH ITSOPINIONIN ARRIVINGAT ITSOPINION
JPMORGANDID NOT ATTRIBUTEANY PARTICULARWEIGHTTO ANY ANALYSESANALYSEOR FACTORSFACTOR CONSIDEREDBY IT AND DID NOT FORM AN OPINIONAS TO

WHETHERANY INDIVIDUAL ANALYSISANALYSIOR FACTORPOSITIVEOR NEGATIVECONSIDEREDIN ISOLATIONSUPPORTEDOR FAILEDTO SUPPORTITS

OPINIONRATHERJPMORGANARRIVEDAT ITS ULTIMATEOPINIONBASED ON THE RESULTSRESULTOF ALLANALYSESANALYSEUNDERTAKENBY IT AND ASSESSEDAS

WHOLEAND BELIEVESBELIEVE THATTHETOTALITYOF THE FACTORSFACTORCONSIDEREDAND ANALYSESANALYSEIT PERFORMEDIN CONNECTIONWITH ITSOPINION
OPERATEDCOLLECTIVELYTO SUPPORTITSDETERMINATIONAS TO THE FAIRNESSFAIRNES TO EXELON OF THEEXCHANGERATIOIN THEPROPOSEDMERGER
FROM FINANCIAL POINTOF VIEW

IN PERFORMINGITSANALYSISANALYSIJPMORGANCONSIDEREDINDUSTRYPERFORMANCEGENERALBUSINESSBUSINES AND ECONOMIC CONDITIONSCONDITION AND

OTHERMATTERSMATTER MANY OF WHICH ARE BEYONDTHE CONTROLOFEXELON AND PSEG THE ANALYSESANALYSEPERFORMEDBYJPMORGANARE NOT

NECESSARILYINDICATIVE OF ACTUALVALUESVALUE OR ACTUALFUTURERESULTSRESULTWHICH MAY BE SIGNIFICANTLYMORE OR LESSLES FAVORABLETHAN

SUGGESTEDBYTHEANALYSESANALYSETHE ANALYSESANALYSEWERE PREPAREDSOLELYAS PARTOF SH ANALYSISANALYSIOF THE FAIRNESSFAIRNES OF THEEXCHANGE
RATIOIN THEPROPOSEDMERGER FROM FINANCIALPOINTOF VIEW TO EXELON ADDITIONALLYTHEANALYSESANALYSEPERFORMEDBYJPMORGAN
RELATINGTO THE VALUESVALUE OFBUSINESSESBUSINESSE DO NOT PURPORTTO BE APPRAISALSAPPRAISALOR TO REFLECTTHEPRICESPRICEAT WHICH BUSINESSESBUSINESSE ACTUALLYMAY BE

ACQUIREDOR SOLD

JPMORGANSJPMORGANOPINIONAND FINANCIAL ANALYSESANALYSEWERE ONLYONE OF MANY FACTORSFACTORCONSIDEREDBYTHE EXELON BOARD OF DIRECTORSDIRECTORIN

ITS EVALUATIONOF THEMERGERAND SHOULDNOT BE VIEWED AS DETERMINATIVEOF THE VIEWSVIEW OF THEEXELON BOARDOF DIRECTORSDIRECTOR OR

MANAGEMENTWITH RESPECTTO THEMERGEROR THEEXCHANGERATIO

THE FOLLOWINGIS SUMMARY OF THE MATERIALFINANCIAL ANALYSESANALYSEPERFORMEDBYJPMORGANIN CONNECTIONWITH PROVIDINGITS

OPINIONTO THEEXELON BOARDOF DIRECTORSDIRECTORON DECEMBER 20 2004 SOME OF THE SUMMARIESSUMMARIE OFTHE FINANCIALANALYSESANALYSEINCLUDE

INFORMATIONPRESENTEDIN TABULARFORMAT TO FULLYUNDERSTANDTHE FINANCIAL ANALYSESANALYSETHE TABLESTABLE SHOULDBE READTOGETHERWITH

THE TEXT OF EACH SUMMARY CONSIDERINGTHEDATASET FORTHIN THE TABLESTABLE WITHOUTCONSIDERINGTHE NARRATIVEDESCRIPTIONOF THE

FINANCIALANALYSESANALYSEINCLUDINGTHEMETHODOLOGIESMETHODOLOGIEAND ASSUMPTIONSASSUMPTIONUNDERLYINGTHEANALYSESANALYSECOULDCREATE MISLEADINGOR

INCOMPLETEVIEW OF THEFINANCIAL ANALYSESANALYSE

COMPARABLEPUBLICLYTRADED COMPANIESCOMPANIEANALYSISANALYSI

USINGPUBLICLYAVAILABLE INFORMATIONJPMORGANCOMPAREDSELECTEDFINANCIAL DATAOFEXELON AND PSEG WITH SIMILAR DATA

FORSELECTEDPUBLICLYTRADEDCOMPANIESCOMPANIEENGAGEDIN BUSINESSESBUSINESSE THATJPMORGANJUDGEDTO BE REASONABLYCOMPARABLETO EXELON

AND PSEG BASED UPON ITSEXPERIENCEWITH COMPANIESCOMPANIEIN THE POWERAND UTILITYINDUSTRYAND THEIRRELATIVESIMILARITYIN SIZE AND

BUSINESSBUSINES MIX TO THATOF EXELON AND PSEG IN ORDERTO ASSESSASSES HOW THEPUBLICMARKETVALUESVALUE SHARESSHARE OF SIMILAR PUBLICLYTRADED

COMPANIESCOMPANIEAND TO PROVIDEAN IMPLIEDRANGEOF RELATIVEVALUESVALUE FORSHARESSHARE OFEXELON AND PSEG COMMON STOCKBYREFERENCETO

THESECOMPANIESCOMPANIEWHICH COULDTHENBE USED TO DETERMINE IMPLIEDEXCHANGERATIORANGESRANGE IN EVALUATINGCOMPANIESCOMPANIEIDENTIFIED

BYJPMORGANAS REASONABLYCOMPARABLETO EXELON AND PSEG JPMORGANMADE JUDGMENTSJUDGMENTAND ASSUMPTIONSASSUMPTIONWITH REGARDTO

INDUSTRYPERFORMANCEGENERALBUSINESSBUSINES
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ECONOMICMARKET AND FINANCIALCONDITIONSCONDITION AND OTHERMATTERSMATTER MANY OF WHICH ARE BEYONDTHE CONTROLOFEXELON OR PSEG

JPMORGANREVIEWED THETRADINGAND OPERATINGSTATISTICSSTATISTIC OF THEFOLLOWINGSELECTEDPUBLICLYTRADEDCOMPANIESCOMPANIEIN THE POWER
AND UTILITYINDUSTRY

AMERICAN ELECTRICPOWER COMPANYINC

CONSTELLATIONENERGYGROUPINC

CINERGYCORP

DOMINION RESOURCESRESOURCE INC

ENTERGYCORPORATION

FPL GROUP

PPL CORPORATION

BASED ON THE ABOVE COMPANIESCOMPANIECLOSINGSTOCKPRICESPRICEON DECEMBER 16 2004 JPMORGANCALCULATEDTHERATIOOF FIRM VALUE

CALCULATEDAS EQUITYVALUEPLUSPLU DEBT LESSLES CASHAND CASH EQUIVALENTSEQUIVALENTTO 2005 ESTIMATEDEARNINGSEARNINGBEFOREINTERESTTAXESTAXE

DEPRECIATIONAND AMORTIZATIONREFERREDTO IN THISTHI JOINTPROXY STATEMENTJPROSPECTUSSTATEMENTJPROSPECTUAS AND THERATIOOF STOCKPRICE
TO 2005 ESTIMATEDEARNINGSEARNINGPER SHAREREFERREDTO IN THISTHI JOINTPROXY STATEMENTPROSPECTUSSTATEMENTPROSPECTUAS ESTIMATED FINANCIAL

PERFORMANCEFORTHECOMPARABLECOMPANIESCOMPANIEFOREXELON AND FORPSEG WERE BASED ON PUBLICLYAVAILABLE INFORMATIONFINANCIAL

PROJECTIONSPROJECTIONFOREXELON PROVIDEDBYEXELONSEXELON MANAGEMENTAND FINANCIAL PROJECTIONSPROJECTIONFORPSEG PREPAREDBYPSEGSPSEG

MANAGEMENTAS ADJUSTEDBYEXELONSEXELON MANAGEMENTAND PROVIDEDTO JPMORGANBYEXELONSEXELON MANAGEMENTRESPECTIVELYTHISTHI

ANALYSISANALYSIINDICATED THEFOLLOWINGFIRM VALUE AND SHAREPRICEMULTIPLESMULTIPLE

FIRM VALUE AS

MULTIPLEOF

2005 ESTIMATED PRICE AS MULTIPLEOF

COMPANY EBITDA 2005 ESTIMATEDEPS

AMERICAN ELECTRICPOWER 69X 145X

CONSTELLATIONENERGY 76X 126X

CINERGY 87X 145X

DOMINION RESOURCESRESOURCE 134X

ENTERGY 75X 14LX

FPL GROUP 76X 145X

PPL CORP 76X 129X

MEDIAN 76X LX

MEAN 77X 138X

EXELON 86X LX

PSEG 88X 152X

BASED ON THE CURRENT TRADINGMULTIPLESMULTIPLEOF THECOMPARABLECOMPANIESCOMPANIEJPMORGANAPPLIEDRANGEOF MULTIPLESMULTIPLEOF

ESTIMATED2005 EBITDA AND 2005 EARNINGSEARNINGTO THECORRESPONDINGFINANCIAL DATAREGARDINGEXELON AND PSEG PROVIDEDTO

JPMORGANBYEXELONSEXELON MANAGEMENTAS DISCUSSEDABOVE WITHOUTGIVINGEFFECTTO POTENTIALTRANSACTIONRELATEDSYNERGIESSYNERGIETO

DERIVE AN IMPLIEDRANGEOF VALUESVALUE FORSHARESSHARE OF EXELON AND PSEG COMMON STOCK BASED ON THESEVALUE RANGESRANGE JPMORGAN
DETERMINED IMPLIEDEXCHANGERATIORANGESRANGE OF0747 TO 1238 AND 0863 TO 1149 EXELON SHARESSHARE OF COMMON STOCKPER PSEG

SHAREOFCOMMON STOCKBASED ON EBITDA MULTIPLESMULTIPLEAND PRICETO EARNINGSEARNINGMULTIPLESMULTIPLERESPECTIVELYAS
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COMPAREDTO THEPROPOSEDMERGEREXCHANGERATIOOF 1225 SHARESSHARE OF EXELON COMMON STOCKPER SHAREOF PSEG COMMON STOCK

IN THEPROPOSEDMERGER ACCORDINGLYJPMORGANDETERMINED THATTHEPROPOSEDMERGEREXCHANGERATIOFELLWITHIN OR

REASONABLYCLOSETO THESECALCULATEDVALUESVALUE

JPMORGANNOTEDTHATNONE OF THE SELECTEDCOMPARABLECOMPANIESCOMPANIEIS EITHERIDENTICALOR DIRECTLYCOMPARABLETO EXELON OR

PSEG AND THATANY ANALYSISANALYSIOF SELECTEDCOMPANIESCOMPANIENECESSARILYINVOLVESINVOLVE COMPLEXCONSIDERATIONSCONSIDERATION ANDJUDGMENTSJUDGMENTCONCERNING
FINANCIAL AND OPERATINGCHARACTERISTICSCHARACTERISTICAND OTHERFACTORSFACTOR THATCOULDAFFECTTHEPUBLICTRADINGOFTHE SELECTEDCOMPANIESCOMPANIE

DISCOUNTED CASH FLOW ANALYSISANALYSI

JPMORGANPERFORMEDDISCOUNTEDCASHFLOWANALYSESANALYSEOF PSEG AND EXELON FORTHEPURPOSEOF DETERMININGTHE IMPLIED
FULLYDILUTEDEQUITYVALUE FOREACH SHAREOF THECOMPANIESCOMPANIERESPECTIVECOMMON STOCKSSTOCK BASED ON THEEXPECTEDFUTURECASH

FLOWSFLOW TO BE GENERATEDBYEACH COMPANY AS DESCRIBEDBELOW UTILIZINGTHESEIMPLIEDVALUESVALUE JPMORGANTHENCALCULATED

IMPLIEDEXCHANGERATIORANGESRANGE

EXELON JPMORGANCONDUCTED DISCOUNTEDCASHFLOWANALYSISANALYSITO DETERMINE RANGEOFESTIMATEDEQUITYVALUESVALUE PER
DILUTEDSHAREFOREXELON COMMON STOCKJPMORGANCALCULATEDTHEPRESENTVALUE OFTHE EXELON CASHFLOWSTREAMSSTREAM FROM 2005

THROUGH2009 ASSUMINGIT CONTINUEDTO OPERATEAS STANDALONE ENTITYBASED ON FINANCIALPROJECTIONSPROJECTIONFOR2005 THROUGH2007

AND EXTENSIONSEXTENSION OF THOSEPROJECTIONSPROJECTIONFROM 2008 THROUGH2009 ALSOREFERREDTO IN THISTHI JOINTPROXY STATEMENTPROSPECTUSSTATEMENTPROSPECTUAS

EXELON FORWARDLOOKINGFINANCIAL INFORMATIONFOR2005 THROUGH2007 AND EXTENSIONSEXTENSION OFTHATFORWARDLOOKINGFINANCIAL

INFORMATION FOR2008 THROUGH2009 IN EACHCASE PROVIDEDBYEXELONSEXELON MANAGEMENTJPMORGANALSOCALCULATEDAN IMPLIED
RANGEOFTERMINAL VALUESVALUE FOREXELON AT THE END OF 2009 BYAPPLYINGRANGEOF MULTIPLESMULTIPLEOF OX TO OX TO SH 2009
EBITDA ASSUMPTIONTHE CASHFLOWSTREAMSSTREAM AND THERANGEOF TERMINALVALUESVALUE WERE THENDISCOUNTEDTO PRESENTVALUESVALUE USING
RANGEOF DISCOUNTRATESRATE FROM 525 TO 575 WHICH WAS BASED ON EXELONSEXELON ESTIMATEDWEIGHTEDAVERAGECOST OF CAPITALTO

DETERMINE DISCOUNTEDCASH FLOWVALUERANGE THE VALUE OF EXELONSEXELON COMMON STOCKWAS DERIVEDFROM THE DISCOUNTEDCASH

FLOWVALUE RANGEBYSUBTRACTINGEXELONSEXELON DEBTAND ADDINGEXELONSEXELON CASHAND CASHEQUIVALENTSEQUIVALENTOUTSTANDINGAS OF DECEMBER 31
2004 IN EACH CASE BASED ON EXELONSEXELON MANAGEMENTESTIMATESESTIMATE

PSEG JPMORGANCONDUCTED DISCOUNTEDCASHFLOWANALYSISANALYSITO DETERMINE RANGEOF ESTIMATEDEQUITYVALUESVALUE PER
DILUTEDSHAREFORPSEG COMMON STOCKJPMORGANCALCULATEDTHEPRESENTVALUE OFTHE PSEG CASHFLOW STREAMSSTREAM FROM 2005

THROUGH2009 WITH AND WITHOUTGIVINGEFFECTTO POTENTIALTRANSACTIONRELATEDSYNERGIESSYNERGIEBASED ON FINANCIALPROJECTIONSPROJECTION
PREPAREDBYPSEGSPSEG MANAGEMENTALSOREFERREDTO IN THISTHI JOINTPROXY STATEMENTPROSPECTUSSTATEMENTPROSPECTUAS PSEG FORWARDLOOKINGFINANCIAL

INFORMATIONAS ADJUSTEDBYSH MANAGEMENTAND PROVIDEDTO JPMORGANBYEXELONSEXELON MANAGEMENTJPMORGANALSO

CALCULATEDAN IMPLIEDRANGEOF TERMINALVALUESVALUE FORPSEG AT THE END OF 2009 BYAPPLYINGRANGEOF MULTIPLESMULTIPLEOF OX TO OX

TO PSEGSPSEG 2009 ESTIMATEDEBITDA THE CASHFLOWSTREAMSSTREAM AND THE RANGEOF TERMINALVALUESVALUE WERE THENDISCOUNTEDTO PRESENT
VALUESVALUE USING RANGEOF DISCOUNTRATESRATE FROM 525 TO 575 WHICH WAS BASED ON PSEGSPSEG WEIGHTEDAVERAGECOST OF CAPITALTO

DETERMINE DISCOUNTEDCASH FLOWVALUERANGE THE VALUE OF PSEGSPSEG COMMON STOCKWAS DERIVEDFROM THE DISCOUNTEDCASH

FLOWVALUE RANGEBYSUBTRACTINGPSEGSPSEG DEBT AND ADDINGPSEGSPSEG CASHAND CASH EQUIVALENTSEQUIVALENTOUTSTANDINGAS OFDECEMBER 31
2004 IN EACH CASE BASED ON ESTIMATESESTIMATE PROVIDEDBYPSEGSPSEG MANAGEMENT

USINGTHE RANGEOF IMPLIEDEQUITYVALUESVALUE FOREXELON AND PSEG DESCRIBEDABOVE JPMORGANTHENCALCULATED RANGEOF

IMPLIEDEXCHANGERATIOSRATIO THE HIGHAND THE LOW IMPLIEDEXCHANGERATIOWERE CALCULATEDBYDIVIDINGTHEHIGHESTPERSHAREVALUE

FORPSEG WITH THE LOWESTPER SHAREVALUE FOREXELON AND THE LOWESTPER SHAREVALUE FORPSEG WITH THEHIGHESTPERSHARE
VALUE FOREXELON RESPECTIVELYTHISTHI ANALYSISANALYSIINDICATED THEFOLLOWINGIMPLIEDEXCHANGERATIOREFERENCERANGESRANGE BOTHWITH AND

WITHOUTSYNERGIESSYNERGIEATTRIBUTEDTO PSEG AS COMPAREDTO THEPROPOSEDMERGEREXCHANGERATIOOF 1225 SHARESSHARE OF EXELON COMMON

STOCKPER SHAREOF PSEG COMMON STOCKIN THEPROPOSEDMERGER AS SET FORTHIN THE
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TABLEBELOWJPMORGANDETERMINEDTHATTHEPROPOSEDMERGEREXCHANGERATIOFELLWITHIN OR REASONABLYCLOSETO THESECALCULATED

VALUESVALUE

LIED EXCHANGERATIO IMPLIEDEXCHANGERATIO

WITHSYNERGIESSYNERGIE WITHOUT SYNERGIESSYNERGIE

1263X 1862X 1XH 1506X

HISTORICALEXCHANGERATIO ANALYSISANALYSI

JPMORGANREVIEWED THEHISTORICALAVERAGEEXCHANGERATIOBETWEEN PSEG AND EXELON COMMON STOCKSSTOCK AS OF

DECEMBER 16 2004 AND FORTHEFOURWEEKTHREEMONTHSIXMONTH ONEYEAR AND TWOYEARPERIODSPERIODENDINGDECEMBER 16
2004 THESE HISTORICALEXCHANGERATIOSRATIO WERE REVIEWED IN ORDERTO PROVIDEBACKGROUNDINFORMATION AND PERSPECTIVEWITH

RESPECTTO THERELATIVEHISTORICALSHAREPRICESPRICEOF EXELON AND PSEG COMMON STOCK THE HISTORICALAVERAGEEXCHANGERATIOSRATIO WERE

CALCULATEDBYDIVIDINGTHEDAILYCLOSINGPRICEPER SHAREOF PSEG COMMON STOCKBYTHEDAILYCLOSINGPRICEPERSHAREOFEXELON

COMMON STOCKFOREACH DAYIN THE INDICATED PERIODSPERIODAND THENCALCULATINGTHE AVERAGEFORSUCHPERIODJPMORGANALSO
REVIEWED THEHIGHAND THE LOW HISTORICALEXCHANGERATIOFORTHETWOYEARPERIODENDINGDECEMBER 16 2004 THISTHI REVIEW
INDICATED IMPLIEDEXCHANGERATIOSRATIO SET OUT IN THE TABLEBELOW AS COMPAREDTO THEPROPOSEDMERGEREXCHANGERATIOOF

1225 SHARESSHARE OF EXELON COMMON STOCKPER SHAREOF PSEG COMMON STOCKIN THEPROPOSEDMERGER AS SET FORTHIN THE TABLE

BELOWJPMORGANDETERMINEDTHATTHEPROPOSEDMERGEREXCHANGERATIOFELLWITHIN THE VALUESVALUE CALCULATEDFORTHEEXCHANGERATIO

RANGEAS PARTOF THE HISTORICALEXCHANGERATIOANALYSISANALYSI

PERIOD ENDED DECEMBER 16 2004 EXCHANGERATIO

ONEDAY 1071X

FOURWEEK AVERAGE 044X

THREEMONTH AVERAGE 084X

SIXMONTH AVERAGE 1117X

ONEYEARAVERAGE 12 19X

TWOYEARAVERAGE 129

PREMIUM PAID ANALYSISANALYSI

IN ORDERTO ASSESSASSES THEPREMIUMTO BE PAIDBYEXELON TO PSEG SHAREHOLDERSSHAREHOLDERJPMORGANREVIEWED THEPREMIUMSPREMIUMPAIDTO

ONEDAYONEWEEK AND FOURWEEKSFOURWEEK PRIORCLOSINGTARGETSTOCKPRICESPRICEIN TRANSACTIONSTRANSACTIONINVOLVINGUNITED STATESSTATE PUBLICLYTRADED

TARGETCOMPANIESCOMPANIEFORTRANSACTIONSTRANSACTIONVALUED AT GREATERTHAN BILLION ANNOUNCEDBETWEEN JANUARY 1998 AND NOVEMBER 30
2004 ADDITIONALLYJPMORGANALSOREVIEWED THEPREMIUMSPREMIUMPAIDTO ONEDAYONEWEEK AND FOURWEEKSFOURWEEK PRIORCLOSINGTARGET
STOCKPRICESPRICEIN SEVEN PRECEDENTTRANSACTIONSTRANSACTIONIN THE POWER AND UTILITYSECTORINCLUDINGTHEPROPOSEDACQUISITIONOF UNISOURCE

ENERGYCORPORATIONBYSAGUAROACQUISITIONCORP CORPORATIONWHOSE INDIRECTOWNERSOWNER INCLUDE INVESTMENTFUNDSFUND AFFILIATED

WITH KOHLBERGKRAVISKRAVI ROBERTSROBERT CO LP JP MORGANPARTNERSPARTNERLLC AND WACHOVIA CAPITALPARTNERSPARTNERENERGYEAST

CORPORATIONSCORPORATIONACQUISITIONOFRGS ENERGYGROUPINC POTOMAC ELECTRICPOWER COMPANYSCOMPANY ACQUISITIONOF CONECTIV

FIRSTENERGYCORPSCORP ACQUISITIONOF GPU INC PECO ENERGYCOMPANYSCOMPANY MERGERWITH UNICORN CORPORATIONNORTHERNSTATESSTATE

POWER COMPANYSCOMPANY ACQUISITIONOF NEW CENTURYENERGIESENERGIEINC AND AMERICAN ELECTRICPOWERSPOWER ACQUISITIONOF CENTRALAND

SOUTHWEST CORPORATION

JPMORGANCOMPAREDTHEPREMIUMSPREMIUMIMPLIEDIN THE ABOVE GROUPOF TRANSACTIONSTRANSACTIONWITH THEPREMIUMSPREMIUMIN THEPROPOSED
MERGERBASED ON THE MERGERCONSIDERATIONIMPLIEDBYTHEEXCHANGERATIOOF 1225 SHARESSHARE OF EXELON COMMON STOCKPER SHARE

OFPSEG COMMON STOCKAND EXELONSEXELON CLOSINGSTOCKPRICEON DECEMBER 16 2004 AND THECLOSINGPRICEFORPSEG STOCKON

DECEMBER 16 2004 ONEWEEK PRIORTO DECEMBER 16 2004 AND FOURWEEKSFOURWEEK PRIORTO DECEMBER 16 2004 THISTHI ANALYSISANALYSI
INDICATED THE
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FOLLOWINGIMPLIEDPREMIUMSPREMIUMFORTHE SELECTEDTRANSACTIONSTRANSACTIONAS COMPAREDTO THEPREMIUMSPREMIUMIMPLIEDIN THEPROPOSEDMERGER

ONEDAY ONEWEEK FOURWEEKSFOURWEEK

ALL DEALSDEAL 297 344 393

COMPARABLEPOWER AND UTILITYDEALSDEAL 181 221 254

IMPLIEDPREMIUMIN THE MERGER 144 11 184

AS SET FORTHIN THETABLEABOVE JPMORGANDETERMINEDTHATTHEPREMIUMSPREMIUMIMPLIEDIN THEPROPOSEDMERGERFORTHEONEDAY
ONEWEEK AND FOURWEEK PERIODSPERIODDESCRIBEDABOVE WERE IN EACH CASE BELOW THE AVERAGEPREMIUMSPREMIUMPAIDIN SIMILAR PRECEDENT
TRANSACTIONSTRANSACTION

JPMORGANNOTEDTHATNONE OF THESETRANSACTIONSTRANSACTIONIS EITHERIDENTICALOR DIRECTLYCOMPARABLETO THE MERGERAND THATANY

ANALYSISANALYSIOF SELECTEDTRANSACTIONSTRANSACTIONNECESSARILYINVOLVESINVOLVE COMPLEXCONSIDERATIONSCONSIDERATION AND JUDGMENTSJUDGMENTCONCERNINGFINANCIAL AND

OPERATINGCHARACTERISTICSCHARACTERISTICAND OTHERFACTORSFACTOR THATCOULDAFFECTTHEPREMIUMSPREMIUMPAIDIN TRANSACTIONSTRANSACTION

RELATIVE CONTRIBUTION ANALYSISANALYSI

JPMORGANREVIEWED SELECTEDEXELON FORWARDLOOKINGFINANCIALINFORMATION AND EXTENSIONSEXTENSION OFTHATFORWARDLOOKING
FINANCIAL INFORMATIONPROVIDEDBYEXELONSEXELON MANAGEMENTAND SELECTEDPSEG FORWARDLOOKINGFINANCIALINFORMATIONPREPARED
BYPSEGSPSEG MANAGEMENTAS ADJUSTEDBYEXELONSEXELON MANAGEMENTAND PROVIDEDTO JPMORGANBYEXELONSEXELON MANAGEMENTTO

DETERMINE THECOMPANIESCOMPANIERELATIVECONTRIBUTIONTO THE COMBINED BUSINESSBUSINES WHICH IS ONE MEASURE OF WHETHERSHAREHOLDERSSHAREHOLDEROF

EXELON AND PSEG RESPECTIVELYARE RECEIVINGAN APPROPRIATEPORTIONOFTHEEQUITYOWNERSHIPOF THECOMBINED COMPANY

JPMORGANANALYZEDEXELONSEXELON AND PSEGSPSEG RELATIVECONTRIBUTIONSCONTRIBUTION TO EBITDA AND NET INCOME FORTHE YEAR2005 MAKINGAN

ADJUSTMENTFORPSEGSPSEG FINANCIAL LEVERAGE

BASED ON THERELATIVECONTRIBUTIONSCONTRIBUTION OF EXELON AND PSEG PRIORTO CONSIDERATIONOF THE IMPACTOF ANY POTENTIAL
TRANSACTIONRELATEDSYNERGIESSYNERGIEJPMORGANDETERMINED RANGEOF IMPLIEDEXCHANGERATIOSRATIO FROM 0996 TO 1051 SHARESSHARE OF EXELON

COMMON STOCKPER SHAREOF PSEG COMMON STOCKAS COMPAREDTO THEPROPOSEDMERGEREXCHANGERATIOOF 1225 SHARESSHARE OF

EXELON COMMON STOCKPER SHAREOF PSEG COMMON STOCK

FINANCIAL CONTRIBUTION MEASURE IMPLIEDEXCHANGERATIO

2005E EBITDA 105

2005E NET INCOME 0996X

ANALYSISANALYSIOFMERGERIMPACTON EARNINGSEARNING

JPMORGANANALYZEDTHEEXPECTEDIMPACTOFTHEPROPOSEDMERGERON EXELONSEXELON ESTIMATEDEARNINGSEARNINGPERCOMMON SHAREFOR

YEARSYEAR 2006 AND 2007 AFTERGIVINGEFFECTFORPOTENTIALTRANSACTIONRELATEDSYNERGIESSYNERGIEBASED ON THETERMSTERM OF THEPROPOSED
MERGERAND USINGEXELON FORWARDLOOKINGFINANCIAL INFORMATION FOR2005 THROUGH2007 PROVIDEDBYEXELONSEXELON MANAGEMENT
PSEG FORWARDLOOKINGFINANCIALINFORMATIONPREPAREDBYPSEGSPSEG MANAGEMENTAS ADJUSTEDBYEXELONSEXELON MANAGEMENTAND

PROVIDEDTO JPMORGANBYEXELONSEXELON MANAGEMENTAND ESTIMATESESTIMATE OF POTENTIALSYNERGIESSYNERGIEPROVIDEDBYEXELONSEXELON MANAGEMENT
JPMORGANSJPMORGANANALYSISANALYSIINDICATED THATTHEPROPOSEDMERGERCAN BE EXPECTEDTO BE ACCRETIVETO EXELONSEXELON EARNINGSEARNINGPER SHAREIN EACH

YEARANALYZEDJPMORGANNOTEDTHATACTUALRESULTSRESULTMAY VARY FROMPROJECTEDRESULTSRESULT AND THE VARIATIONSVARIATION MAY BE MATERIAL
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MISCELLANEOUSMISCELLANEOU

JPMORGANHAS ACTEDAS FINANCIAL ADVISORTO EXELON WITH RESPECTTO THEPROPOSEDMERGER AND WILL RECEIVE FEEOF

15 MILLION FROMEXELON FORITS SERVICESSERVICE WHICH IS PAYABLEIN THREEEQUALINSTALLMENTSINSTALLMENT THE FIRSTINSTALLMENTWAS PAID
FOLLOWINGANNOUNCEMENT OF THE EXECUTIONOF THE MERGERAGREEMENTTHE SECONDONE WILL BE DUE UPON EXELONSEXELON SHAREHOLDER

APPROVALOF THE ISSUANCEOF SHARESSHARE OFEXELON COMMON STOCKAS CONTEMPLATEDBYTHE MERGERAGREEMENTAND THE THIRD

INSTALLMENTWILL BE DUE UPON CONSUMMATION OF THEPROPOSEDMERGER JPMORGANAND ITS AFFILIATESAFFILIATE HAVE PERFORMEDIN THEPAST
AND MAY PERFORMIN THEFUTURE VARIETYOF INVESTMENTBANKINGAND COMMERCIAL BANKINGSERVICESSERVICE FOREACH OFEXELON AND THE

PSEG SPECIFICALLYJPMORGANSJPMORGANCOMMERCIAL BANK AFFILIATEIS AN AGENTBANK AND LENDERUNDERCREDITFACILITIESFACILITIE OF EACH OF

EXELON AND PSEG DURINGTHEPASTTWO YEARSYEAR JPMORGANAND ITS AFFILIATESAFFILIATE HAVE RECEIVED FEESFEE OF APPROXIMATELY62 MILLION

FROM EXELON AND ITS AFFILIATESAFFILIATE FORADVISORYUNDERWRITINGLOANSYNDICATIONAND OTHERINVESTMENTBANKINGASSIGNMENTSASSIGNMENT
EXCLUSIVEOF ANY FEESFEE RECEIVEDIN CONNECTIONWITH THE MERGER AND APPROXIMATELY87 MILLION FROM PSEG AND ITS AFFILIATESAFFILIATE IN

THEORDINARYCOURSE OFBUSINESSBUSINES JPMORGANAND ITS AFFILIATESAFFILIATE MAY PARTICIPATEIN LOANSLOAN AND ACTIVELYTRADETHE DEBT AND EQUITY
SECURITIESSECURITIE OF EXELON OR PSEG FORTHEIROWN ACCOUNTSACCOUNT OR FORTHE ACCOUNTSACCOUNT OF CUSTOMERSCUSTOMER AND ACCORDINGLYJPMORGANMAY AT ANY
TIME HOLD LONGOR SHORTPOSITIONSPOSITIONIN SUCH SECURITIESSECURITIE

OPINIONOFLEHMAN BROTHERSBROTHER

THE FULLTEXT OF LEHMAN BROTHERSBROTHER WRITTEN OPINIONDATED AS OFDECEMBER 20 2004 IS ATTACHED AS ANNEX TO THISTHI

JOINTPROXY STATEMENTPROSPECTUSSTATEMENTPROSPECTUAND IS INCORPORATEDINTO THISTHI JOINTPROXY STATEMENTPROSPECTUSSTATEMENTPROSPECTUBYREFERENCE YOU ARE

URGEDTO READ LEHMAN BROTHERSBROTHER OPINIONCAREFULLYIN ITSENTIRETYFOR DESCRIPTIONOF THE ASSUMPTIONSASSUMPTIONMADE

PROCEDURESPROCEDUREFOLLOWEDFACTORSFACTOR CONSIDERED AND LIMITATIONSLIMITATION UPON THE REVIEW UNDERTAKEN BYLEHMAN BROTHERSBROTHER IN

RENDERINGITSOPINIONTHE FOLLOWINGIS SUMMARY OFLEHMAN BROTHERSBROTHER OPINIONAND THE METHODOLOGYTHATLEHMAN

BROTHERSBROTHER USED TO RENDER ITSOPINIONTHISTHI SUMMARY IS QUALIFIEDIN ITS ENTIRETYBYREFERENCETO THE FULLTEXT OFTHE

OPINION

LEHMAN BROTHERSBROTHER ADVISORYSERVICESSERVICE AND OPINIONWERE PROVIDEDFORTHE INFORMATION AND ASSISTANCEOF THE EXELON BOARDOF

DIRECTORSDIRECTOR IN CONNECTIONWITH ITS CONSIDERATIONOF THE MERGER LEHMAN BROTHERSBROTHER OPINIONIS NOT INTENDED TO BE AND DOESDOE NOT

CONSTITUTE RECOMMENDATION TO ANY EXELON SHAREHOLDERSSHAREHOLDERAS TO HOW SUCHSHAREHOLDERSHOULDVOTE IN CONNECTIONWITH THE

MERGER LEHMAN BROTHERSBROTHER WAS NOT REQUESTEDTO OPINEAS TO AND LEHMAN BROTHERSBROTHER OPINIONDOESDOE NOT ADDRESSADDRES EXELONSEXELON

UNDERLYINGBUSINESSBUSINES DECISION TO PROCEEDWITH OR EFFECTTHE MERGER

IN ARRIVINGAT ITSOPINIONLEHMAN BROTHERSBROTHER REVIEWED AND ANALYZEDAMONG OTHERTHINGSTHING

THE MERGERAGREEMENTAND THESPECIFICTERMSTERM OF THE MERGER

PUBLICLYAVAILABLE INFORMATIONCONCERNINGEXELON AND PSEG THATLEHMAN BROTHERSBROTHER BELIEVED TO BE RELEVANTTO

ITSANALYSISANALYSIINCLUDINGEACH OF THEIRRESPECTIVELATESTIM REPORTSREPORTON FORM 10K QUARTERLYREPORTSREPORTON

FORM 10Q AND OTHERRELEVANTFILINGSFILINGWITH THESEC

FINANCIALAND OPERATINGINFORMATION WITH RESPECTTO THEBUSINESSBUSINES OPERATIONSOPERATIONAND PROSPECTSPROSPECTOFEXELON FURNISHED

TOLEHMAN BROTHERSBROTHER BYEXELON INCLUDINGFINANCIAL PROJECTIONSPROJECTIONOFEXELON AND EXTENSIONSEXTENSION OF SUCH FINANCIAL

PROJECTIONSPROJECTIONIN EACH CASE PREPAREDBYEXELONSEXELON MANAGEMENT

FINANCIALAND OPERATINGINFORMATIONWITH RESPECTTO THEBUSINESSBUSINES OPERATIONSOPERATIONAND PROSPECTSPROSPECTOFPSEG FURNISHED

TO LEHMAN BROTHERSBROTHER BYPSEG INCLUDINGFINANCIAL PROJECTIONSPROJECTIONOF PSEG PREPAREDBYSH MANAGEMENTAS

ADJUSTEDBYTHEMANAGEMENTOF EXELON

TRADINGHISTORIESHISTORIE OFEXELON COMMON STOCKFORTHE LASTTWO YEARSYEAR AND OF PSEG COMMON STOCKFORTHE LASTTWO

YEARSYEAR AND COMPARISONOF EACH OFTHEIRTRADINGHISTORIESHISTORIE WITH EACH OTHERAND WITH THOSEOFOTHERCOMPANIESCOMPANIE
THATLEHMAN BROTHERSBROTHER DEEMED RELEVANT
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COMPARISONOF THE HISTORICALFINANCIALRESULTSRESULT AND THENPRESENTFINANCIALCONDITION OF EXELON AND PSEG WITH

EACH OTHERAND WITH THOSEOF OTHERCOMPANIESCOMPANIETHATLEHMAN BROTHERSBROTHER DEEMED RELEVANT

COMPARISONOF THE FINANCIALTERMSTERM OF THE MERGERWITH THE FINANCIALTERMSTERM OF CERTAINOTHERRECENT TRANSACTIONSTRANSACTION
THATLEHMAN BROTHERSBROTHER DEEMED RELEVANT

ESTIMATESESTIMATE PREPAREDBYTHEMANAGEMENTOF EXELON OF THECOST SAVINGSSAVINGAND OPERATINGSYNERGIESSYNERGIEEXPECTEDTO

RESULTFROM THE COMBINATION OF THEBUSINESSESBUSINESSE OF EXELON AND PSEG

THE PROFORMACONTRIBUTIONOF EARNINGSEARNINGBEFOREINTERESTTAXESTAXE DEPRECIATIONAND AMORTIZATIONNET INCOME AND

CASHFLOWFROM OPERATIONSOPERATIONTHATEACH COMPANY WOULD CONTRIBUTETO THE COMBINED COMPANY FOLLOWINGTHE

CONSUMMATION OFTHE MERGER AND

THE PROFORMAIMPACTOF THEMERGERON THE FUTUREFINANCIALPERFORMANCEOFEXELONPSEG AND THE COMBINED

COMPANY

IN ADDITIONLEHMAN BROTHERSBROTHER HAD DISCUSSIONSDISCUSSION WITH THEMANAGEMENTSMANAGEMENTOFEXELON AND PSEG CONCERNINGTHEIRRESPECTIVE
BUSINESSESBUSINESSE OPERATIONSOPERATIONASSETSASSET LIABILITIESLIABILITIE FINANCIALCONDITIONSCONDITION AND PROSPECTSPROSPECTAND THESTRATEGICBENEFITSBENEFIT OF THE MERGER AND

UNDERTOOKSUCH OTHERSTUDIESSTUDIE ANALYSESANALYSEAND INVESTIGATIONSINVESTIGATIONAS LEHMAN BROTHERSBROTHER DEEMED APPROPRIATE

IN ARRIVINGAT ITSOPINIONLEHMAN BROTHERSBROTHER ASSUMED AND RELIEDUPON THEACCURACYAND COMPLETENESSCOMPLETENESOF THE FINANCIAL AND

OTHERINFORMATIONPROVIDEDTO LEHMAN BROTHERSBROTHER WITHOUT ASSUMINGANY RESPONSIBILITYFORINDEPENDENTVERIFICATIONOF SUCH
INFORMATION AND FURTHERRELIEDUPON THE ASSURANCESASSURANCE OF THEMANAGEMENTSMANAGEMENTOF EXELON AND PSEG THATTHEYWERE NOT AWARE OF ANY
FACTSFACT OR CIRCUMSTANCESCIRCUMSTANCE THATWOULD MAKE SUCH INFORMATIONINACCURATEOR MISLEADINGWITH RESPECTTO THE FINANCIALPROJECTIONSPROJECTION
OFEXELON AND PSEG INCLUDINGTHEASSOCIATEDCOST SAVINGSSAVINGAND OPERATINGSYNERGIESSYNERGIEESTIMATEDTO RESULTFROM THE MERGER UPON
ADVICE OF EXELON LEHMAN BROTHERSBROTHER ASSUMED THATSUCHPROJECTIONSPROJECTIONWERE REASONABLYPREPAREDON BASISBASI REFLECTINGTHEBEST

THENCURRENTLYAVAILABLE ESTIMATESESTIMATE AND JUDGMENTSJUDGMENTOF THEMANAGEMENTOF EXELON AS TO THERESPECTIVEFUTUREFINANCIAL

PERFORMANCEOF EXELON AND PSEG AND THATEXELON AND PSEG WOULDPERFORMSUBSTANTIALLYIN ACCORDANCEWITH SUCH

PROJECTIONSPROJECTIONWITH RESPECTTO THE EXTENSIONSEXTENSION OFSH FINANCIALPROJECTIONSPROJECTIONFORANY PERIODSPERIODAFTERDECEMBER 31 2007 UPON
ADVICE OF EXELON IN ARRIVINGAT ITSOPINIONLEHMAN BROTHERSBROTHER USED AND RELIEDON EXTENSIONSEXTENSION OF THE FINANCIALPROJECTIONSPROJECTIONOF

EXELON FORTHE CALENDARYEARSYEAR ENDED DECEMBER 31 2008 AND 2009 WHICH WERE PREPAREDBYTHEMANAGEMENTOF EXELON USING
SIMILAR ASSUMPTIONSASSUMPTIONAS THOSEUSED BYTHEMANAGEMENTOFEXELON IN PREPARINGITSFINANCIAL PROJECTIONSPROJECTIONFORTHEPERIODSPERIODUP TO

DECEMBER 31 2007 AND SUCH PROJECTIONEXTENSIONSEXTENSION WERE REVIEWED AND DETERMINED TO BE REASONABLEBYSH MANAGEMENT
IN ARRIVINGAT ITSOPINIONLEHMAN BROTHERSBROTHER DID NOT CONDUCT PHYSICALINSPECTIONOF THEPROPERTIESPROPERTIEAND FACILITIESFACILITIE OF EXELON OR

PSEG AND DID NOT MAKE OR OBTAINANY EVALUATIONSEVALUATION OR APPRAISALSAPPRAISALOF THEASSETSASSET OR LIABILITIESLIABILITIE OFEXELON OR PSEG UPONTHE

ADVICE OF EXELON AND ITSLEGALAND ACCOUNTINGADVISORSADVISOR LEHMAN BROTHERSBROTHER ASSUMED THAT THE MERGERWILL QUALIFYAS

REORGANIZATIONWITHIN THEMEANINGOF SECTION 368A OF THE INTERNALREVENUE CODE OF 1986 AS AMENDED AND THEREFOREAS

TAXFREETRANSACTIONTO THE SHAREHOLDERSSHAREHOLDEROF EXELON AND THE MERGERWILL BE TREATEDAS PURCHASEOF INTERESTSINTEREST FORACCOUNTING
PURPOSESPURPOSE AND THATCERTAINPURCHASEACCOUNTINGADJUSTMENTSADJUSTMENTPROVIDEDTO LEHMAN BROTHERSBROTHER BYEXELONSEXELON MANAGEMENT
REPRESENTEDEXELONSEXELON MANAGEMENTSMANAGEMENTBESTESTIMATESESTIMATE OF THELIKELYACCOUNTINGFORTHEMERGER LEHMAN BROTHERSBROTHER FURTHERASSUMED

UPON ADVICE OF EXELONTHATALLMATERIALGOVERNMENTALREGULATORYOR OTHERCONSENTSCONSENT OR APPROVALSAPPROVALNECESSARYFORTHE

CONSUMMATION OFTHE MERGERWILL BE OBTAINED WITHIN THE CONSTRAINTSCONSTRAINTCONTEMPLATEDBYTHEMERGERAGREEMENTLEHMAN

BROTHERSBROTHER OPINIONNECESSARILYWAS BASED UPON MARKETECONOMIC AND OTHERCONDITIONSCONDITION AS THEYEXISTED ON AND COULDBE

EVALUATEDAS OF THE DATELEHMAN BROTHERSBROTHER RENDEREDITSOPINIONTO THE EXELON BOARDOF DIRECTORSDIRECTOR
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IN ADDITIONLEHMAN BROTHERSBROTHER EXPRESSEDNO OPINIONAS TO THEPRICESPRICEAT WHICH SHARESSHARE OF EXELON COMMON STOCKWOULD

TRADEAT ANY TIME FOLLOWINGTHE ANNOUNCEMENT OF THEMERGEROR THE CONSUMMATION OF THE MERGER

CONNECTIONWITH RENDERINGITSOPINIONLEHMAN BROTHERSBROTHER PERFORMEDCERTAINFINANCIALCOMPARATIVEAND OTHERANALYSESANALYSE
DESCRIBEDBELOW LEHMAN BROTHERSBROTHER ALSORELIEDON THESEANALYSESANALYSEIN PREPARINGTHEJOINTPRESENTATIONWITH JPMORGANMADE TO

THE EXELON BOARD OF DIRECTORSDIRECTOR IN ARRIVINGAT ITSOPINIONLEHMAN BROTHERSBROTHER DID NOT ASCRIBE SPECIFICRANGEOF VALUE TO EXELON

OR PSEG BUT RATHERMADE ITS DETERMINATIONAS TO THEFAIRNESSFAIRNES FROM FINANCIAL POINTOF VIEW TO EXELON OF THEEXCHANGERATIO

TO BE PAIDBYEXELON IN THEMERGER ON THE BASISBASI OF FINANCIALAND COMPARATIVEANALYSESANALYSETHE PREPARATIONOF FAIRNESSFAIRNES OPINION
INVOLVESINVOLVE VARIOUSVARIOU DETERMINATIONSDETERMINATION AS TO THEMOST APPROPRIATEAND RELEVANTMETHODSMETHOD OF FINANCIAL AND COMPARATIVEANALYSISANALYSIAND

THEAPPLICATIONOF THOSEMETHODSMETHOD TO THEPARTICULARCIRCUMSTANCESCIRCUMSTANCEAND THEREFORESUCHAN OPINIONIS NOT READILYSUSCEPTIBLETO

SUMMARY DESCRIPTIONIN ARRIVINGAT ITSOPINIONLEHMAN BROTHERSBROTHER DID NOT ATTRIBUTEANY PARTICULARWEIGHTTO ANY ANALYSISANALYSIOR

FACTORCONSIDEREDBY IT BUT RATHERMADE QUALITATIVEJUDGMENTSJUDGMENTAS TO THESIGNIFICANCEAND RELEVANCEOF EACH ANALYSISANALYSIAND FACTOR

ACCORDINGLYLEHMAN BROTHERSBROTHER BELIEVESBELIEVE THATITSANALYSISANALYSIMUST BE CONSIDEREDAS WHOLE AND THATCONSIDERINGANY PORTIONOF

SUCHANALYSESANALYSEAND FACTORSFACTORWITHOUTCONSIDERINGALLANALYSESANALYSEAND FACTORSFACTOR AS WHOLECOULDCREATE MISLEADINGOR INCOMPLETE
VIEW OF THEPROCESSPROCES UNDERLYINGITSOPINIONIN ITSANALYSESANALYSELEHMAN BROTHERSBROTHER MADE NUMEROUSNUMEROU ASSUMPTIONSASSUMPTIONWITH RESPECTTO

INDUSTRYPERFORMANCEGENERALBUSINESSBUSINES AND ECONOMIC CONDITIONSCONDITION AND OTHERMATTERSMATTER MANY OF WHICH ARE BEYONDTHE CONTROLOF

EXELON AND PSEG ANY ESTIMATESESTIMATE CONTAINEDIN LEHMAN BROTHERSBROTHER ANALYSESANALYSEWERE NOT NECESSARILYINDICATIVE OF ACTUALVALUESVALUE OR

PREDICTIVEOF FUTURERESULTSRESULT OR VALUESVALUE WHICH MAY BE SIGNIFICANTLYMORE OR LESSLES FAVORABLETHANTHOSESUGGESTEDBY ITSANALYSESANALYSE
IN ADDITIONANALYSESANALYSERELATINGTO THEVALUE OF THEBUSINESSESBUSINESSE DO NOT PURPORTTO BE APPRAISALSAPPRAISALOR TO REFLECTTHEPRICESPRICEAT WHICH

BUSINESSESBUSINESSE ACTUALLYMAY BE SOLD

THE FOLLOWINGIS SUMMARY OF THEMATERIAL FINANCIALANALYSESANALYSEUSEDBYLEHMAN BROTHERSBROTHER IN CONNECTIONWITH PROVIDINGITS

OPINIONTO THEEXELON BOARD OFDIRECTORSDIRECTOR THE FINANCIALANALYSESANALYSESUMMARIZED BELOW INCLUDE INFORMATIONPRESENTEDIN TABULAR

FORMAT IN ORDERTO FULLYUNDERSTANDTHEFINANCIAL ANALYSESANALYSEUSED BYLEHMAN BROTHERSBROTHERTHE TABLESTABLE MUST BE READTOGETHERWITH THE

TEXT OF EACH SUMMARY

COMPARABLEPUBLIC COMPANIESCOMPANIEANALYSISANALYSI

IN ORDERTO ASSESSASSES HOW THEPUBLICMARKET VALUESVALUE SHARESSHARE OF SIMILAR PUBLICLYTRADEDCOMPANIESCOMPANIEAND TO PROVIDERANGEOF

RELATIVEIMPLIEDEQUITYVALUESVALUE PERSHAREOFEXELON AND PSEG COMMON STOCKBYREFERENCETO THESECOMPANIESCOMPANIEWHICH COULD

THENBE USED TO CALCULATEIMPLIEDEXCHANGERATIORANGESRANGE LEHMAN BROTHERSBROTHER REVIEWED AND COMPAREDCERTAINFINANCIAL

INFORMATIONRATIOSRATIO AND PUBLICMARKETMULTIPLESMULTIPLERELATINGTO EXELON AND PSEG TO CORRESPONDINGFINANCIAL DATAFORCOMPARABLE
PUBLICLYTRADEDPOWER AND UTILITYCOMPANIESCOMPANIELEHMAN BROTHERSBROTHER SELECTEDTHESECOMPANIESCOMPANIEBASED UPON ITS VIEWSVIEW AS TO THE

COMPARABILITYOFTHE FINANCIAL AND OPERATINGCHARACTERISTICSCHARACTERISTICOF THESECOMPANIESCOMPANIETO EXELON AND PSEG

THE COMPANIESCOMPANIEINCLUDED IN THECOMPARABLECOMPANIESCOMPANIEANALYSISANALYSIFORBOTHEXELON AND PSEG WERE

AMERICAN ELECTRICPOWER COMPANY

CONSTELLATIONENERGYGROUPINC

CINERGYCORP

DOMINION RESOURCESRESOURCE INC

ENTERGYCORPORATION

FPL GROUPINC

PPL CORPORATION

LEHMAN BROTHERSBROTHER THENREVIEWED PUBLICLYAVAILABLERESEARCHANALYSTSANALYSTESTIMATESESTIMATE TO COMPARE FINANCIALINFORMATION AND

MULTIPLESMULTIPLEOFMARKET VALUE OF THESECOMPANIESCOMPANIETO EXELONSEXELON AND PSEGSPSEG

STOCKPRICETO 2004 ESTIMATEDEPS
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STOCKPRICETO 2005 ESTIMATEDEPS

FIRM VALUE TO 2004 ESTIMATEDEBITDA WHEREFIRM VALUE MEANSMEAN MARKET EQUITYVALUE AS OF DECEMBER 16 2004

PLUSPLU THEFOLLOWINGBALANCE SHEETITEMSITEM AS OF SEPTEMBER30 2004 DEBTMINORITYINTERESTNONCONVERTIBLE

PREFERREDSTOCKAND ALLOUTOFMONEYCONVERTIBLESECURITIESSECURITIE LESSLES CASH AND

FIRM VALUE TO 2005 ESTIMATEDEBITDA

MULTIPLESMULTIPLEWERE BASED ON CLOSINGSTOCKPRICESPRICEON DECEMBER 16 2004 THE FOLLOWINGTABLEREFLECTSREFLECTTHERESULTSRESULT OF THE

ANALYSISANALYSIAS COMPAREDTO THEMULTIPLESMULTIPLEFOREXELON AND PSEG

FIRM VALUE TO EBITDA STOCK PRICETO EPS

COMPARABLECOMPANIESCOMPANIE SELECTED

RANGE 77X 87X 72X 82X 142X 128X 148X

EXELON 87X 83X 156X 145X

PSEG 88X 87X 148X 152X

APPLYING RANGEOF MULTIPLESMULTIPLEDERIVED FROM THECOMPARABLEPUBLICCOMPANIESCOMPANIEANALYSISANALYSITO CORRESPONDINGFINANCIAL DATA

ON EXELON AND PSEG PROVIDEDTO LEHMAN BROTHERSBROTHER BYEXELON AND PSEG AS DISCUSSEDBELOW INCLUDINGATTRIBUTING100 OF

THEEXPECTEDTRANSACTIONSYNERGIESSYNERGIEFROM THE MERGERNET OF ANY ESTIMATED COSTSCOST TO ACHIEVE SUCH SYNERGIESSYNERGIETO

ESTIMATEDEARNINGSEARNINGAND EBITDA LEHMAN BROTHERSBROTHER CALCULATED RANGEOF IMPLIEDEQUITYVALUESVALUE PER SHAREOFEXELON AND

PSEG COMMON STOCKWHICH WERE THENUSED TO CALCULATE RANGEOF IMPLIEDEXCHANGERATIOSRATIO WITH AND WITHOUTTRANSACTION

SYNERGIESSYNERGIETHE FOLLOWINGTABLEREFLECTSREFLECTTHERESULTSRESULT OF THISTHI ANALYSISANALYSI

FIRM VALUE TO EBITDA STOCK PRICETO EPS

IMPLIEDEXCHANGERATIO NO SYNERGIESSYNERGIE 0721X 1206X 0934X 1231X

IMPLIEDEXCHANGERATIO WITH SYNERGIESSYNERGIE 0979X 1559X 1225X 1614X

AS ILLUSTRATEDBYTHE TABLEABOVE LEHMAN BROTHERSBROTHER NOTEDTHATTHETRANSACTIONSTRANSACTION PROPOSEDEXCHANGERATIOOF 1225 SHARESSHARE

OFEXELON COMMON STOCKPER SHAREOF PSEG COMMON STOCKWAS IN LINE WITH THEEXCHANGERATIORANGESRANGE RESULTINGFROM THE

COMPARABLEPUBLICCOMPANIESCOMPANIEANALYSISANALYSI

NO COMPANY UTILIZEDIN THECOMPARABLEPUBLICCOMPANIESCOMPANIEANALYSISANALYSIWAS IDENTICALTO EXELON OR PSEG ACCORDINGLYAN

ANALYSISANALYSIOFTHE RESULTSRESULT OFTHEFOREGOINGNECESSARILYINVOLVESINVOLVE COMPLEXCONSIDERATIONSCONSIDERATION AND JUDGMENTSJUDGMENTCONCERNINGDIFFERENCESDIFFERENCE IN

FINANCIAL AND OPERATINGCHARACTERISTICSCHARACTERISTICOF EXELON AND PSEG AND OTHERFACTORSFACTOR THATCOULDAFFECTTHEPUBLICTRADINGVALUE OFTHE

COMPANIESCOMPANIETO WHICH THEYARE BEINGCOMPAREDIN EVALUATINGTHECOMPARABLECOMPANIESCOMPANIELEHMAN BROTHERSBROTHER MADE JUDGMENTSJUDGMENT
AND ASSUMPTIONSASSUMPTIONWITH REGARDTO INDUSTRYPERFORMANCEGENERALBUSINESSBUSINES ECONOMICMARKET AND FINANCIALCONDITIONSCONDITION AND OTHER

MATTERSMATTER MANY OF WHICH ARE BEYONDTHECONTROLOF EXELON OR PSEG SUCHAS THE IMPACTOFCOMPETITIONON EXELON OR PSEG AND

THE INDUSTRYGENERALLYINDUSTRYGROWTHAND THEABSENCEOF ANY MATERIAL ADVERSECHANGEIN THEFINANCIAL CONDITIONSCONDITION AND

PROSPECTSPROSPECTOF EXELON OR PSEG OR THE INDUSTRYOR IN THE FINANCIALMARKETSMARKET IN GENERAL

DISCOUNTED CASH FLOW ANALYSISANALYSI

IN ORDERTO ESTIMATE THERESPECTIVEPRESENTVALUESVALUE FOREXELON COMMON STOCKAND PSEG COMMON STOCK MEASURE

DESIGNEDTO PROVIDEINSIGHTINTO THE VALUE OF COMPANY BASED UPON ITSEXPECTEDFUTURECASHFLOWSFLOW LEHMAN BROTHERSBROTHER

PERFORMEDDISCOUNTEDCASHFLOWANALYSESANALYSEON EXELON AND PSEG USINGFINANCIAL PROJECTIONSPROJECTIONFOREXELON PROVIDEDBYEXELONSEXELON

MANAGEMENTFORTHEPERIODFROM JANUARY 2005 THROUGHDECEMBER 31 2007 EXTENSIONSEXTENSION OF THEPROJECTIONSPROJECTIONOFEXELON

PROVIDEDBYSH MANAGEMENTFORTHEPERIODFROM JANUARY 2008 THROUGHDECEMBER 31 2009 ALSOREFERREDTO IN THISTHI
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JOINTPROXY STATEMENTPROSPECTUSSTATEMENTPROSPECTUAS EXELON FORWARDLOOKINGFINANCIALINFORMATION FOR2005 THROUGH2007 AND EXTENSIONSEXTENSION OF

THATFORWARDLOOKINGFINANCIAL INFORMATION FOR2008 THROUGH2009 AND FINANCIALPROJECTIONSPROJECTIONFORPSEG PREPAREDBYTHE

MANAGEMENTOF PSEG ALSOREFERREDTO IN THISTHI JOINTPROXY STATEMENTPROSPECTUSSTATEMENTPROSPECTUAS PSEG FORWARDLOOKINGFINANCIAL

INFORMATIONAS ADJUSTEDBYTHEMANAGEMENTOFEXELON AND PROVIDEDTO LEHMAN BROTHERSBROTHER BYSH MANAGEMENTFORTHE

PERIODFROMJANUARY 2005 THROUGHDECEMBER 31 2009

FOR THEEXELON DISCOUNTEDCASHFLOWANALYSISANALYSILEHMAN BROTHERSBROTHER CALCULATEDTERMINALVALUESVALUE BYAPPLYINGRANGEOF

TERMINALMULTIPLESMULTIPLETO ASSUMED 2009 EBITDA OF 772X TO 872X THISTHI RANGEWAS BASED ON THE FIRM VALUE TO 2004 ESTIMATED

EBITDA MULTIPLERANGEDERIVEDIN THECOMPARABLECOMPANIESCOMPANIEANALYSISANALYSITHE CASHFLOWSTREAMSSTREAM AND TERMINALVALUESVALUE WERE

DISCOUNTEDTO PRESENTVALUESVALUE USING RANGEOF DISCOUNTRATESRATE OF 543 TO 643 FROM THISTHI ANALYSISANALYSILEHMAN BROTHERSBROTHER

CALCULATED RANGEOF IMPLIEDEQUITYVALUESVALUE PERSHAREOFEXELON COMMON STOCK

FOR THE PSEG DISCOUNTEDCASHFLOWANALYSISANALYSILEHMAN BROTHERSBROTHER PERFORMEDSEPARATEANALYSESANALYSEASSUMING NO TRANSACTION

SYNERGIESSYNERGIEAND THAT100 OF THETRANSACTIONSYNERGIESSYNERGIENET OF ANY ESTIMATEDCOSTSCOST TO ACHIEVE SUCH SYNERGIESSYNERGIEWOULDBE

ATTRIBUTEDTO PSEG IN BOTH CASESCASE LEHMAN BROTHERSBROTHER CALCULATEDTERMINALVALUESVALUE BYAPPLYINGTHE SAME RANGEOF TERMINAL

MULTIPLESMULTIPLEOF 772X TO 872X AS APPLIEDIN THE DISCOUNTEDCASH FLOWANALYSISANALYSIOF EXELON TO PSEGSPSEG 2009 ESTIMATEDEBITDA

THE CASHFLOWSTREAMSSTREAM AND TERMINALVALUESVALUE WERE DISCOUNTEDTO PRESENTVALUESVALUE USINGTHE SAME RANGEOF DISCOUNTRATESRATE OF 543

TO 643 AS APPLIEDTO THE DISCOUNTEDCASHFLOWANALYSISANALYSIOF EXELON FROM THESEANALYSESANALYSELEHMAN BROTHERSBROTHER CALCULATED RANGE
OF IMPLIEDEQUITYVALUESVALUE PER SHAREOF PSEG COMMON STOCK

BASED ON THE RANGEOF VALUESVALUE CALCULATEDIN THEEXELON AND PSEG DISCOUNTEDCASH FLOWANALYSESANALYSEWITH AND WITHOUT

TRANSACTIONSYNERGIESSYNERGIENET OF ANY ESTIMATEDCOSTSCOST TO ACHIEVE SUCH SYNERGIESSYNERGIEATTRIBUTEDTO PSEG LEHMAN BROTHERSBROTHER CALCULATED

RANGEOF IMPLIEDEXCHANGERATIOSRATIO FORPSEG COMMON STOCKTO EXELON COMMON STOCK THE FOLLOWINGTABLEREFLECTSREFLECTTHE RESULTSRESULT

OF THISTHI ANALYSISANALYSI

DISCOUNTEDCASH FLOW

ANALYSISANALYSI

IMPLIEDEXCHANGERATIO NO SYNERGIESSYNERGIE 0979X 1558X

IMPLIEDEXCHANGERATIO WITH SYNERGIESSYNERGIE 121 1872X

LEHMAN BROTHERSBROTHER NOTEDTHATTHETRANSACTIONSTRANSACTION PROPOSEDEXCHANGERATIOOF 1225 SHARESSHARE OF EXELON COMMON STOCKPERSHARE

OF PSEG COMMON STOCKFELLWITHIN THEEXCHANGERATIORANGESRANGE RESULTINGFROM THE DISCOUNTEDCASH FLOWANALYSISANALYSIAS SUMMARIZED

ABOVE

HISTORICAL TRADINGANALYSISANALYSI

LEHMAN BROTHERSBROTHER REVIEWED THERATIOOF DAILYCLOSINGSHAREPRICESPRICEOF PSEG COMMON STOCKTO EXELON COMMON STOCKFOR

THETWOYEARONEYEAR SIXMONTH THREEMONTH AND FOURWEEK PERIODSPERIODENDED DECEMBER 16 2004 THISTHI HISTORICALTRADINGDATA

WAS REVIEWED TO PROVIDEBACKGROUNDINFORMATIONAND PERSPECTIVEWITH RESPECTTO THERELATIVEHISTORICALSHAREPRICESPRICEOFPSEG

AND EXELON COMMON STOCK THE FOLLOWINGTABLEREFLECTSREFLECTTHERESULTSRESULT OF THEANALYSISANALYSI

DAILYAVERAGE

HISTORICAL PERIOD TRADINGRATIOSRATIO

TWOYEARHISTORICALPERIOD 1291

ONEYEARHISTORICALPERIOD 1219X

SIXMONTH HISTORICALPERIOD 11 17X

THREEMONTH HISTORICALPERIOD 084X

FOURWEEK HISTORICALPERIOD 044X

DECEMBER 16 2004 1071X

77

LE 7152005



PAGE101 OF466

LEHMAN BROTHERSBROTHER NOTEDTHATTHETRANSACTIONSTRANSACTION PROPOSEDEXCHANGERATIOOF 1225 SHARESSHARE OF EXELON COMMON STOCKPERSHARE

OF PSEG COMMON STOCKFELLWITL THEEXCHANGERATIORANGERESULTINGFROM THE SELECTEDHISTORICALTRADINGANALYSISANALYSIAS

ILLUSTRATEDABOVE

PREMIUMSPREMIUM PAID ANALYSISANALYSI

TO ASSESSASSES THEPREMIUMTO BE PAIDBYEXELON TO PSEG SHAREHOLDERSSHAREHOLDERLEHMAN BROTHERSBROTHER REVIEWED SELECTEDHISTORICAL

TRANSACTIONSTRANSACTIONFORTHEPREMIUMSPREMIUMPAIDTO SHAREHOLDERSSHAREHOLDERIN SUCHTRANSACTIONSTRANSACTION LEHMAN BROTHERSBROTHER SELECTEDTRANSACTIONSTRANSACTIONWITH AN EQUITY
VALUE GREATERTHAN BILLION FOR ALLINDUSTRIESINDUSTRIE ANNOUNCEDFROM 1998 TO DECEMBER 16 2004 507 TRANSACTIONSTRANSACTIONIN TOTALAND

COMPARABLETRANSACTIONSTRANSACTIONIN THE POWERAND UTILITYSECTOR THE SELECTEDCOMPARABLEHISTORICALTRANSACTIONSTRANSACTIONIN THEPOWER AND

UTILITYSECTOR WERE THEFOLLOWING

PROPOSEDACQUISITIONOF UNISOURCE ENERGYCORPORATIONBYSAGUAROACQUISITIONCORP CORPORATIONWHOSE

INDIRECTOWNERSOWNER INCLUDE INVESTMENTFUNDSFUND AFFILIATEDWITH JP MORGANPARTNERSPARTNERLLC KOHLBERGKRAVISKRAVI
ROBERTSROBERT CO LP AND WACHOVIA CAPITALPARTNERSPARTNER ANNOUNCEDNOVEMBER 2003

ENERGYEAST CORPORATIONSCORPORATIONACQUISITIONOF RGS ENERGYGROUPINC ANNOUNCEDFEBRUARY2001

POTOMAC ELECTRICPOWER COMPANYSCOMPANY MERGERWITH CONECTIV ANNOUNCEDFEBRUARY2001

FIRSTENERGYCORPSCORP ACQUISITIONOF GPU INC ANNOUNCEDAUGUST2000

PECO ENERGYCOMPANYSCOMPANY MERGERWITH UNICORN CORPORATIONANNOUNCEDSEPTEMBER1999

NORTHERNSTATESSTATE POWER COMPANYSCOMPANY MERGERWITH NEW CENTURYENERGIESENERGIEINC ANNOUNCEDMARCH 1999

AMERICAN ELECTRICPOWER COMPANYINCSINC RNERGERWITH CENTRALAND SOUTHWEST CORPORATIONANNOUNCED
DECEMBER 1997

THE PREMIUMSPREMIUMWERE CALCULATEDOVER THE SHAREPRICEONEDAYPRIORONEWEEK PRIORAND FOURWEEKSFOURWEEK PRIORTO THE SELECTED

HISTORICALTRANSACTIONSTRANSACTION RESPECTIVEANNOUNCEMENT DATE THESE PREMIUMSPREMIUMWERE THENCORNPAREDTO THE IMPLIEDPREMIUMTO BE

PAIDTO PSEG SHAREHOLDERSSHAREHOLDEROVER THEPRICEONEDAYPRIORTO ONEWEEK PRIORTO AND FORTHE FOURWEEKSFOURWEEK PRIORTO DECEMBER 16
2004 THE FOLLOWINGTABLEREFLECTSREFLECTTHERESULTSRESULT OFTHEANALYSISANALYSI

PREMIUM TO PRICE PRIOR TO

ANNOUNCEMENT

IDAY IWEEK 4WEEKS4WEEK

SELECTEDHISTORICALTRANSACTIONSTRANSACTION ALL INDUSTRIESINDUSTRIE 297 344 393

SELECTEDHISTORICALTRANSACTIONSTRANSACTION POWER AND UTILITYSECTOR 181 221 254

IMPLIEDPREMIUM TOPSEG SHAREHOLDERSSHAREHOLDER AS OF DECEMBER 16 2004 144 211 184

THE IMPLIEDPREMIUMPAIDTO PSEG SHAREHOLDERSSHAREHOLDEROVER THE SHAREPRICEONEDAYPRIORONEWEEK PRIORAND FOURWEEKSFOURWEEK

PRIORTO THE TRANSACTIONSTRANSACTION ANNOUNCEMENT WERE DERIVEDFROM THE TRANSACTIONSTRANSACTION PROPOSEDEXCHANGERATIOOF 1225 SHARESSHARE OF

EXELON COMMON STOCKPERSHAREOFPSEG COMMON STOCK AS ILLUSTRATEDBYTHE TABLEABOVELEHMAN BROTHERSBROTHER NOTEDTHATTHE

IMPLIEDPREMIUMTO BE PAIDTO PSEG SHAREHOLDERSSHAREHOLDEROVER THE SHAREPRICEONEDAYPRIORONEWEEK PRIORAND FOURWEEKSFOURWEEK PRIORTO

THETRANSACTIONSTRANSACTION ANNOUNCEMENT WAS BELOW THE AVERAGEPREMIUMSPREMIUMPAIDIN SIMILAR HISTORICALTRANSACTIONSTRANSACTION

CONTRIBUTION ANALYSISANALYSI

LEHMAN BROTHERSBROTHER REVIEWED SELECTEDHISTORICALAND ESTIMATEDFUTUREFINANCIAL INFORMATIONFOREXELON AND PSEG TO

DETERMINEEXELONSEXELON AND PSEGSPSEG RELATIVECONTRIBUTIONTO THE COMBINED COMPANY AFTERTHEMERGER WHICH IS ONE MEASURE OF

WHETHERTHE SHAREHOLDERSSHAREHOLDEROF EXELON AND PSEG RESPECTIVELY

78

LE L20SETTINGSTEMPORARY 7152005



PAGE102 OF466

LE 7152005



PAGE103 OF 466

ARE RECEIVINGAN APPROPRIATEPORTIONOF THEEQUITYOWNERSHIPOFTHE COMBINED COMPANY LEHMAN BROTHERSBROTHER ANALYZEDEXELONSEXELON

AND PSEGSPSEG RELATIVECONTRIBUTIONTO ESTIMATEDEBITDA NET INCOME AND CASH FLOWFROMOPERATIONSOPERATIONFORTHEYEARSYEAR 2004 AND

2005 LEHMAN BROTHERSBROTHER ANALYZEDESTIMATEDEBITDA AND NET INCOME AND CASHFLOW FROMOPERATIONSOPERATIONBASED ON

EXELON FORWARDLOOKINGFINANCIAL INFORMATIONPROVIDEDBYSH MANAGEMENT

PSEG FORWARDLOOKINGFINANCIAL INFORMATIONPREPAREDBYPSEGSPSEG MANAGEMENTAS ADJUSTEDBYTHE

MANAGEMENTOFEXELON AND PROVIDEDTO LEHMAN BROTHERSBROTHER BYEXELONSEXELON MANAGEMENTAND

PSEG FORWARDLOOKINGFINANCIAL INFORMATIONADJUSTEDTO INCLUDE THEBENEFITSBENEFIT OFESTIMATEDTRANSACTION

SYNERGIESSYNERGIE

BASED ON THERELATIVECONTRIBUTIONSCONTRIBUTION OF EXELON AND PSEG TO THE COMBINED COMPANY CALCULATEDIN THE CONTRIBUTION

ANALYSISANALYSILEHMAN BROTHERSBROTHER DETERMINED RANGEOF IMPLIEDEXCHANGERATIOSRATIO FORPSEG COMMON STOCKTO EXELON COMMON STOCK

THE FOLLOWINGTABLEREFLECTSREFLECT THERESULTSRESULT OF THEANALYSISANALYSI

IMPLIEDEXCHANGERATIO BASED ON

CONTRIBUTIONSCONTRIBUTION

TO THE COMBINED COMPANY

NO SYNERGIESSYNERGIE WITH SYNERGIESSYNERGIE

2004E EBITDA 002 13 12X

0890X 185

2004E NET INCOME 1135X 1484X

2005E NET INCOME 020X 342X

2004E CASH FLOW FROM OPERATIONSOPERATION 347X 564X

2005E CASH FLOW FROM OPERATIONSOPERATION 308X 151 LX

HIGH 1347X 1564X

LOW 0XH 1185X

LEHMAN BROTHERSBROTHER NOTEDTHATTHE TRANSACTIONSTRANSACTION PROPOSEDEXCHANGERATIOOF 1225 SHARESSHARE OFEXELON COMMON STOCKPERSHARE

OFPSEG COMMON STOCKFELLWITHIN THEEXCHANGERATIORANGERESULTINGFROM THECONTRIBUTIONANALYSISANALYSIAS SUMMARIZED IN THE

TABLEABOVE

PURCHASE PRICE MULTIPLESMULTIPLEANALYSISANALYSI

IN ORDERTO ASSESSASSES HOW THEPUBLICMARKET VALUESVALUE COMPARABLEPUBLICLYTRADEDCOMPANIESCOMPANIEAND COMPANIESCOMPANIETHATHAVE BEEN

INVOLVED IN COMPARABLETRANSACTIONSTRANSACTIONAND TO PROVIDEBASISBASI FORCOMPARINGTHESECOMPANIESCOMPANIETO EXELON AND PSEG LEHMAN

BROTHERSBROTHER PERFORMEDPURCHASEPRICEMULTIPLESMULTIPLEANALYSISANALYSIOF THEMERGER THISTHI ANALYSISANALYSICOMPAREDTHE MARKETMULTIPLESMULTIPLEOF

SELECTEDCOMPARABLECOMPANIESCOMPANIEAND THEMULTIPLESMULTIPLEOF SELECTEDANNOUNCEDCOMPARABLEHISTORICALTRANSACTIONSTRANSACTIONIN THE POWER AND

UTILITYSECTOR TO THEFOLLOWINGMULTIPLESMULTIPLEOFTHE TRANSACTION

STOCKPRICETO 2004 ESTIMATEDEPS

STOCKPRICETO 2005 ESTIMATEDEPS

FIRM VALUE TO 2004 ESTIMATEDEBITDA AND

FIRM VALUE TO 2005 ESTIMATEDEBITDA

FOR THISTHI ANALYSISANALYSILEHMAN BROTHERSBROTHER USED THEPUBLICLYAVAILABLEFINANCIAL AND MARKETINFORMATION OF THEFOLLOWING
ANNOUNCEDCOMPARABLEHISTORICALTRANSACTIONSTRANSACTIONIN THE POWER AND UTILITYSECTOR
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AMEREN CORPORATIONSCORPORATIONACQUISITIONOF ILLINOISILLINOI POWER COMPANYANNOUNCEDFEBRUARY2004

PROPOSEDACQUISITIONOF UNISOURCE ENERGYCORPORATIONBYSAGUAROACQUISITIONCORP CORPORATIONWHOSE

INDIRECTOWNERSOWNER INCLUDE INVESTMENTFUNDSFUND AFFILIATEDWITH JP MORGANPARTNERSPARTNERLLC KOHLBERGKRAVISKRAVI
ROBERTSROBERT CO LP AND WACHOVIA CAPITALPARTNERSPARTNER ANNOUNCEDNOVEMBER 2003

TEXASTEXA PACIFIC GROUPSGROUPPROPOSEDACQUISITIONOF PORTLANDGENERALELECTRICCOMPANYANNOUNCED
NOVEMBER 2003

ENERGYEAST CORPORATIONSCORPORATIONACQUISITIONOF RGS ENERGYGROUPINC ANNOUNCEDFEBRUARY2001

POTOMAC ELECTRICPOWER COMPANYSCOMPANY MERGER WITH CONECTIV ANNOUNCEDFEBRUARY2001

FIRSTENERGYCORPSCORP ACQUISITIONOF GPU INC ANNOUNCEDAUGUST2000

PECO ENERGYCOMPANYSCOMPANY MERGERWITH UNICORN CORPORATIONANNOUNCEDSEPTEMBER1999

NORTHERNSTATESSTATE POWER COMPANYSCOMPANY MERGER WITH NEW CENTURYENERGIESENERGIEINC ANNOUNCEDMARCH 1999

AMERICAN ELECTRICPOWER COMPANYINCSINC MERGERWITH CENTRALAND SOUTHWEST CORPORATIONANNOUNCED
DECEMBER 1997

AMEREN CORPORATIONSCORPORATIONACQUISITIONOF CILCORP INC ANNOUNCEDAPRIL2002

FROM THESESELECTEDANNOUNCEDCOMPARABLEHISTORICALTRANSACTIONSTRANSACTIONLEHMAN BROTHERSBROTHER EMPLOYEDTHEFOLLOWINGRATIOSRATIO IN

THEPURCHASEPRICEMULTIPLESMULTIPLEANALYSISANALYSI

PRICEPAIDTO PROJECTEDEPS FORTHE FIRSTFISCALYEARAFTERANNOUNCEMENT

PRICEPAIDTO THE LASTTWELVEMONTHSMONTH EPS BEFOREANNOUNCEMENT

AGGREGATEVALUEPAIDTO PROJECTEDEBITDA FORTHE FIRSTFISCALYEARAFTERANNOUNCEMENT AND

AGGREGATEVALUEPAIDTO LASTTWELVEMONTHSMONTH EBITDA BEFOREANNOUNCEMENT

AS PARTOF THEPURCHASEPRICEMULTIPLESMULTIPLEANALYSISANALYSILEHMAN BROTHERSBROTHER ALSOREVIEWED AND COMPAREDCERTAINFMANCIAL

INFORMATIONRATIOSRATIO AND PUBLICMARKETMULTIPLESMULTIPLERELATINGTO EXELON AND PSEG TO CORRESPONDINGFINANCIAL DATAFORCOMPARABLE
PUBLICLYTRADEDPOWER AND UTILITYCOMPANIESCOMPANIEAND CALCULATEDVARIOUSVARIOU FINANCIALMULTIPLESMULTIPLEAS SET FORTHABOVE UNDERTHE

COMPARABLEPUBLICCOMPANIESCOMPANIEANALYSISANALYSITO REFLECT MERGERPREMIUMPAIDLEHMAN BROTHERSBROTHER INCREASEDTHECOMPARABLE
COMPANIESCOMPANIEMARKETEQUITYVALUEBY 15 PREMIUMAND CALCULATEDTHE SAME FINANCIALMULTIPLESMULTIPLEAS IT DID UNDERTHECOMPARABLE
PUBLICCOMPANIESCOMPANIEANALYSISANALYSI

THE FOLLOWINGTABLEREFLECTSREFLECTTHE RESULTSRESULT OFTHEPURCHASEPRICEMULTIPLESMULTIPLEANALYSISANALYSI

FIRM VALUE TO EBITDA STOCK PRICE TO EPS

158X

138X

159X

174X

LEHMAN BROTHERSBROTHER NOTEDTHATTHEPURCHASEPRICEMULTIPLESMULTIPLERESULTINGFROM THEPROPOSEDTRANSACTIONWERE IN LINE WITH THE

MULTIPLESMULTIPLEFROM THECOMPARABLECOMPANIESCOMPANIEWHEN ADJUSTEDFOR MERGERPREMIUM

COMPARABLEANNOUNCED TRANSACTIONSTRANSACTION LAST TWELVE MONTHSMONTH AND YEAR

FORWARD

COMPARABLECOMPANIESCOMPANIE
COMPARABLECOMPANIESCOMPANIEADJUSTEDFOR 15 PREMIUM

EXELON AND PSEG MERGER

75X

82X

95X

94X

OX

77X

89X

92X

163X

15 2X

175X

169X
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ACCRETIONDILUTION ANALYSISANALYSI

LEHMAN BROTHERSBROTHER ANALYZEDAND CONSIDEREDTHEIMPACTOF THE MERGERON THEESTIMATEDBPS AND DIVIDENDSDIVIDEND PER SHAREOF

EXELON FORTHE YEARSYEAR 2006 2007 2008 AND 2009 ASSUMINGTHEMERGERIS COMPLETEDAT THEEXCHANGERATIOOF 225X USINGTHE

EXELON FORWARDLOOKINGFINANCIAL INFORMATION FOR2005 THROUGH2007 AND EXTENSIONSEXTENSION OF THATFORWARDLOOKINGFINANCIAL

INFORMATIONFOR2008 THROUGH2009 PROVIDEDBYEXELONSEXELON MANAGEMENTAND PSEG FORWARDLOOKINGFINANCIALINFORMATION

PREPAREDBYTHEMANAGEMENTOFPSEG AS ADJUSTEDBYTHEMANAGEMENTOFEXELON AND PROVIDEDTO LEHMAN BROTHERSBROTHER BY
EXELONSEXELON MANAGEMENTAND INCLUDINGESTIMATESESTIMATE OFTRANSACTIONSYNERGIESSYNERGIEFORTHEPERIODFROM JANUARY 2006 THROUGH
DECEMBER 31 2009

LEHMAN BROTHERSBROTHER ASSUMED THATAMONG OTHERTHINGSTHING

EXELON WOULD BE THEACQUIRERFORPURCHASEACCOUNTINGPURPOSESPURPOSE

THEESTIMATEDTRANSACTIONSYNERGIESSYNERGIEAPPLICABLETO THE COMBINED COMPANYSCOMPANYBUSINESSESBUSINESSE WOULDBE AS PROVIDEDBY
MANAGEMENTOF EXELON

THECOMBINED COMPANYSCOMPANYPROFORMA DIVIDEND WOULD BE SUCHTHATPSEG SHAREHOLDERSSHAREHOLDERWOULDHAVE THE SAME

PROJECTEDDIVIDEND TAKINGINTO ACCOUNT OF THEPROPOSEDEXCHANGERATIO

THEMERGERWOULD BE TAXFREE TO BOTHEXELON AND PSEG SHAREHOLDERSSHAREHOLDEREXCEPTTO THE EXTENT OF ANY ADDITIONAL

CASHRECEIVEDBYPSEG SHAREHOLDERSSHAREHOLDERFORFRACTIONALSHARESSHARE OR FORANY INCREASEIN PROJECTEDDIVIDENDSDIVIDEND AND

THEMERGERWOULD CLOSEON JANUARY2006

BASED ON THISTHI ANALYSISANALYSITHEPROPOSEDTRANSACTIONIS EXPECTEDTO RESULTIN AN INCREASEIN EPS WHEN COMPAREDTO EXELONSEXELON

EPS ON STANDALONEBASISBASI IN THE YEARSYEAR 2006 2007 2008 AND 2009 IN ADDITIONBASED ON THISTHI ANALYSISANALYSITHEPROPOSED
TRANSACTIONIS ALSOEXPECTEDTO RESULTIN AN INCREASEIN DIVIDENDSDIVIDEND PERSHAREPAIDTO EXELON SHAREHOLDERSSHAREHOLDEROF COMMON STOCK
WHEN COMPAREDTO THE DIVIDENDSDIVIDEND PER SHAREPAIDTO EXELON SHAREHOLDERSSHAREHOLDEROF COMMON STOCKON STANDALONEBASISBASI IN THEYEARSYEAR

2006 2007 2008 AND 2009

LEHMAN BROTHERSBROTHER ALSOANALYZEDAND CONSIDEREDTHE IMPACTOF THE MERGERON THE ESTIMATEDEPS OF EXELON FORTHEYEARSYEAR
2006 AND 2007 ASSUMINGTHEMERGER IS COMPLETEDAT THEEXCHANGERATIOOF 225X ESTIMATED EPS FOREXELON AND PSEG FOR

2006 WERE BASED ON CONSENSUSCONSENSU EPS OF THE INSTITUTIONALBROKERSBROKER ESTIMATE SYSTEMREFERREDTO IN THISTHI JOINTPROXY STATEMENT

PROSPECTUSPROSPECTUAS IBBSIBB AND FOR2007 WERE BASED ON JJBIESJJBIE CONSENSUSCONSENSU EPS FOR2006 GROWNAT THEJBBSJBB LONGTERM
EARNINGSEARNINGPER SHAREGROWTHESTIMATESESTIMATE THE ANALYSISANALYSITOOK INTO ACCOUNT ESTIMATESESTIMATE OF TRANSACTIONSYNERGIESSYNERGIEPROVIDEDTO LEHMAN

BROTHERSBROTHER BYTHEMANAGEMENTOFEXELON BASED ON THISTHI ANALYSISANALYSITHEPROPOSEDMERGERIS EXPECTEDTO RESULTIN AN INCREASEIN

EPS WHEN COMPAREDTO EXELONSEXELON BPS ON STANDALONE BASISBASI IN THE YEARSYEAR 2006 AND 2007

LEHMAN BROTHERSBROTHER IS AN INTERNATIONALLYRECOGNIZEDINVESTMENTBANKINGFIRM AND AS PARTOF ITS INVESTMENTBANKING
ACTIVITIESACTIVITIE IS REGULARLYENGAGEDIN THE VALUATIONOF BUSINESSESBUSINESSE AND THEIRSECURITIESSECURITIE IN CONNECTIONWITH MERGERSMERGER AND ACQUISITIONSACQUISITION
NEGOTIATEDUNDERWRITINGSUNDERWRITINGCOMPETITIVEBIDSBID SECONDARYDISTRIBUTIONSDISTRIBUTION OF LISTEDAND UNLISTEDSECURITIESSECURITIEPRIVATEPLACEMENTSPLACEMENTAND

VALUATIONSVALUATION FORCORPORATEAND OTHERPURPOSESPURPOSE THE EXELON BOARDOF DIRECTORSDIRECTOR SELECTEDLEHMAN BROTHERSBROTHER BECAUSEOF ITSEXPERTISE
REPUTATIONAND FAMILIARITYWITH EXELONPSEG AND THEUTILITYINDUSTRYGENERALLYAND BECAUSEITS INVESTMENTBANKING
PROFESSIONALSPROFESSIONALHAVE SUBSTANTIALEXPERTISEIN TRANSACTIONSTRANSACTIONCOMPARABLETO THE MERGER

AS COMPENSATIONFORITS SERVICESSERVICE IN CONNECTIONWITH THE MERGER EXELON HAS AGREEDTO PAY LEHMAN BROTHERSBROTHER TRANSACTION

FEEOF 15 MILLION WHICH IS PAYABLEIN THREEEQUALINSTALLMENTSINSTALLMENT THE FIRSTINSTALLMENTWAS PAIDFOLLOWINGTHEANNOUNCEMENT OF

THEEXECUTIONOF THE MERGERAGREEMENTTHE SECONDONE WILL BE DUE UPON EXELONSEXELON SHAREHOLDERAPPROVALOFTHE ISSUANCE OF

SHARESSHARE OFEXELON COMMON STOCK
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AS CONTEMPLATEDBYTHEMERGERAGREEMENTAND THETHIRDINSTALLMENTWILL BE DUE UPON COMPLETIONOF THEMERGER EXELON HAS

ALSOAGREEDTO REIMBURSELEHMAN BROTHERSBROTHER FORCERTAINEXPENSESEXPENSE INCURREDBYLEHMAN BROTHERSBROTHER INCLUDINGFEESFEE OF OUTSIDELEGAL
COUNSELAND TO INDEMNIFYLEHMAN BROTHERSBROTHER AND RELATEDPARTIESPARTIEAGAINSTLIABILITIESLIABILITIE ARISINGOUT OF LEHMAN BROTHERSBROTHER ENGAGEMENT
AND THERENDERINGOF ITSOPINIONLEHMAN BROTHERSBROTHER IN THEPASTHASRENDEREDINVESTMENTBANKINGSERVICESSERVICE TO EXELON PSEG AND

THEIRAFFILIATESAFFILIATE AND RECEIVED CUSTOMARYFEESFEE FORSUCHSERVICESSERVICE DURINGTHEPASTTWO YEARSYEAR LEHMAN BROTHERSBROTHER AND ITS AFFILIATESAFFILIATE

HAVE RECEIVED FEESFEE OF APPROXIMATELY34 MILLION FROMEXELON AND ITS AFFILIATESAFFILIATE FORADVISORYUNDERWRITINGAND OTHER

INVESTMENTBANKINGASSIGNMENTSASSIGNMENTEXCLUSIVEOF ANY FEESFEE RECEIVED IN CONNECTIONWITH THEMERGER AND APPROXIMATELY
78 MILLION FROM PSEG AND ITS AFFILIATESAFFILIATE

IN THEORDINARYCOURSE OF ITSBUSINESSBUSINES LEHMAN BROTHERSBROTHER MAY PARTICIPATEIN LOANSLOAN AND ACTIVELYTRADEIN THE DEBTOR EQUITY
SECURITIESSECURITIE OF EXELON AND PSEG FORITS OWN ACCOUNT AND FORTHE ACCOUNTSACCOUNT OF ITS CUSTOMERSCUSTOMER AND ACCORDINGLYMAY AT ANY TIME

HOLD LONGOR SHORTPOSITIONIN THOSESECURITIESSECURITIE

OPINIONOFSH FINANCIAL ADVISOR

PURSUANTTO LETTERAGREEMENTDATEDNOVEMBER 2004 PSEG FORMALLYRETAINEDMORGANSTANLEYTO PROVIDEIT WITH

CERTAINFINANCIALADVISORYSERVICESSERVICE IN CONNECTIONWITH THE MERGER AT THEMEETINGOF THE PSEG BOARDOF DIRECTORSDIRECTORON

DECEMBER 20 2004 MORGANSTANLEYRENDEREDITS ORALOPINIONSUBSEQUENTLYCONFIRMED IN WRITINGTHATAS OF DECEMBER 20

2004 AND BASED UPON AND SUBJECTTO THEASSUMPTIONSASSUMPTIONQUALIFICATIONSQUALIFICATIONAND LIMITATIONSLIMITATION DISCUSSEDIN ITSOPINIONTHEEXCHANGE
RATIOUNDERTHE MERGERAGREEMENTWAS FAIRFROM FINANCIALPOINTOF VIEW TO HOLDERSHOLDER OF PSEG COMMON STOCK

THE FULLTEXT OF MORGANSH OPINIONDATED DECEMBER 20 2004 WHICH SETSSET FORTHAMONG OTHERTHINGSTHING THE

ASSUMPTIONSASSUMPTIONMADE PROCEDURESPROCEDUREFOLLOWEDMATTERSMATTER CONSIDERED AND QUALIFICATIONSQUALIFICATIONAND LIMITATIONSLIMITATION OF THE REVIEWSREVIEW

UNDERTAKEN IN RENDERINGITSOPINIONIS ATTACHED AS ANNEX TO THISTHI JOINTPROXY STATEMENTPROSPECTUSSTATEMENTPROSPECTUAND IS

INCORPORATEDBYREFERENCEINTO THISTHI JOINTPROXY STATEMENTPROSPECTUSSTATEMENTPROSPECTUTHE SUMMARY OF MORGANSTANLEYSSTANLEYFAIRNESSFAIRNES

OPINIONSET FORTHIN THISTHI JOINTPROXY STATEMENTPROSPECTUSSTATEMENTPROSPECTUIS QUALIFIEDIN ITSENTIRETYBY REFERENCETO THE FULLTEXT OF THE

OPINIONSHAREHOLDERSSHAREHOLDER SHOULD READ THISTHI OPINIONCAREFULLYAND IN ITS ENTIRETYMORGANSTANLEYSSTANLEYOPINIONIS DIRECTED TO

THE BOARD OF DIRECTORSDIRECTOR OF PSEG ADDRESSESADDRESSE ONLYTHE FAIRNESSFAIRNES FROM FINANCIAL POINTOF THE MERGER CONSIDERATION TO BE

RECEIVED BYHOLDERSHOLDER OFPSEG COMMON STOCKPURSUANTTO THE MERGER AGREEMENTAND DOESDOE NOT ADDRESSADDRES ANY OTHERASPECT
OF THE MERGER MORGANSTANLEYSSTANLEYOPINIONDOESDOE NOT CONSTITUTE RECOMMENDATION TO ANY SHAREHOLDEROFPSEG AS TO HOW

SUCH SHAREHOLDERSHOULD VOTE WITH RESPECTTO THE MERGER AGREEMENT

IN CONNECTIONWITH RENDERINGITSOPINIONMORGANSTANLEYAMONG OTHERTHINGSTHING

REVIEWED CERTAINPUBLICLYAVAILABLEFINANCIAL STATEMENTSSTATEMENT AND OTHERINFORMATIONOF PSEG AND EXELON

REVIEWED CERTAININTERNALFINANCIALSTATEMENTSSTATEMENT AND OTHERFINANCIALAND OPERATINGDATACONCERNINGPSEG AND

EXELON PREPAREDBYTHEMANAGEMENTSMANAGEMENTOF PSEG AND EXELONRESPECTIVELY

REVIEWED CERTAINFINANCIALPROJECTIONSPROJECTIONOF PSEG AND EXELON AND IN THE CASE OF EXELONEXTENSIONSEXTENSION THEREOF

PREPAREDBYTHEMANAGEMENTSMANAGEMENTOFPSEG AND EXELONRESPECTIVELY

DISCUSSEDTHEPASTAND THEN CURRENTOPERATIONSOPERATIONAND FINANCIAL CONDITION AND THEPROSPECTSPROSPECTOF PSEG AND EXELON

WITH SENIOREXECUTIVESEXECUTIVE OFPSEG AND EXELON RESPECTIVELY

REVIEWED THEPROFORMA IMPACTOFTHE MERGERON VARIOUSVARIOU EXELON FINANCIALMETRICSMETRIC

REVIEWED INFORMATIONRELATINGTO CERTAINSTRATEGICFINANCIALAND OPERATIONALBENEFITSBENEFIT ANTICIPATEDFROM THE

MERGERPREPAREDBYTHEMANAGEMENTSMANAGEMENTOFPSEG AND EXELON WITH SENIOREXECUTIVESEXECUTIVE OFPSEG AND EXELON

RESPECTIVELY

DISCUSSEDTHESTRATEGICRATIONALEFORTHE MERGERWITH SENIOREXECUTIVESEXECUTIVE OF PSEG AND EXELON
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REVIEWED THEREPORTEDPRICESPRICEAND TRADINGACTIVITYFORTHE PSEG COMMON STOCKAND THEEXELON COMMON STOCK

COMPAREDTHE FINANCIALPERFORMANCEOF PSEG AND EXELON AND THEPRICESPRICEAND TRADINGACTIVITYOF THEPSEG

COMMON STOCKAND THE EXELON COMMON STOCKWITH THATOF CERTAINOTHERCOMPARABLEPUBLICLYTRADEDCOMPANIESCOMPANIE
AND THEIRSECURITIESSECURITIE

REVIEWED THE FINANCIAL TERMSTERM TO THE EXTENT PUBLICLYAVAILABLEOFCERTAINCOMPARABLEACQUISITIONTRANSACTIONSTRANSACTION

PARTICIPATEDIN DISCUSSIONSDISCUSSION AND NEGOTIATIONSNEGOTIATIONAMONG REPRESENTATIVESREPRESENTATIVEOF PSEG AND EXELON AND THEIRFINANCIALAND

LEGALADVISORSADVISOR

REVIEWED THEMERGERAGREEMENTTHEOPERATINGSERVICESSERVICE CONTRACTBETWEEN EXELON GENERATIONCOMPANYLLC

AND PSEG NUCLEARLLC AND CERTAINRELATEDDOCUMENTSDOCUMENT AND

CONSIDEREDSUCH OTHERFACTORSFACTOR AND PERFORMEDSUCHOTHERANALYSESANALYSEAS IT DEEMED APPROPRIATE

IN ARRIVINGAT ITSOPINIONMORGANSTANLEYASSUMED AND RELIEDUPON WITHOUTINDEPENDENTVERIFICATIONTHE ACCURACYAND

COMPLETENESSCOMPLETENESOF THE INFORMATIONREVIEWED BY IT FORTHE PURPOSESPURPOSE OF ITSOPINIONWITH RESPECTTO THE FINANCIALPROJECTIONSPROJECTIONAND

EXTENSIONSEXTENSION THEREOFINCLUDINGINFORMATIONRELATINGTO CERTAINSTRATEGICFINANCIALAND OPERATIONALBENEFITSBENEFIT ANTICIPATEDFROM THE

MERGER MORGANSTANLEYASSUMED THATTHEYHAD BEEN REASONABLYPREPAREDON BASESBASE REFLECTINGTHE BESTTHENCURRENTLYAVAILABLE

ESTIMATESESTIMATE AND JUDGMENTSJUDGMENTOF THE FUTUREFINANCIAL PERFORMANCEOF PSEG AND EXELON MORGANSTANLEYALSORELIEDON THE

ASSESSMENTSASSESSMENT OF SENIORMANAGEMENTOFPSEG AND EXELON OF THESTRATEGICRATIONALEFORTHE MERGER IN ADDITIONMORGANSTANLEY
ASSUMED THATTHE MERGERAND THE OTHERTRANSACTIONSTRANSACTIONCONTEMPLATEDIN THEMERGERAGREEMENTWOULDBE CONSUMMATED IN

ACCORDANCEWITH THETERMSTERM SET FORTHIN THEMERGER AGREEMENTINCLUDINGAMONG OTHERTHINGSTHINGTHATTHEMERGERWOULD BE TREATED

AS TAXFREEREORGANIZATIONPURSUANTTO THE INTERNALREVENUE CODE OF 1986 AS AMENDED MORGANSTANLEYASSUMED THATIN

CONNECTIONWITH THERECEIPTOF ALLNECESSARYREGULATORYAPPROVALSAPPROVALFORTHEPROPOSEDMERGER NO RESTRICTIONSRESTRICTIONWOULDBE IMPOSED
THATWOULD HAVE MATERIALADVERSEEFFECTON THECONTEMPLATEDBENEFITSBENEFIT EXPECTEDTO BE DERIVED IN THEPROPOSEDMERGER
MORGANSTANLEYDID NOT MAKE ANY INDEPENDENTVALUATIONOR APPRAISALOF THEASSETSASSET OR LIABILITIESLIABILITIE OF PSEG OR OF EXELON NOR

WAS MORGANSTANLEYFURNISHEDWITH ANY SUCH APPRAISALSAPPRAISALMORGANSTANLEYIS NOT LEGALREGULATORYOR TAX EXPERTAND RELIEDON

THE ASSESSMENTSASSESSMENT MADE BYADVISORSADVISOR TO PSEG WITH RESPECTTO SUCH ISSUESISSUE MORGANSTANLEYSSTANLEYOPINIONWAS NECESSARILYBASED ON

FINANCIALECONOMICMARKET AND OTHERCONDITIONSCONDITION AS IN EFFECTON AND THE INFORMATIONMADE AVAILABLE TO MORGANSTANLEYAS OF

DECEMBER 20 2004

IN ARRIVINGAT ITSOPINIONMORGANSTANLEYWAS NOT AUTHORIZEDTO SOLICITAND DID NOT SOLICITINTERESTFROM ANY PARTYWITH

RESPECTTO THEACQUISITIONOFPSEG OR ANY OF ITS ASSETSASSET

THE FOLLOWINGIS SUMMARY OF THE FINANCIAL ANALYSESANALYSEPERFORMEDBYMORGANSTANLEYIN CONNECTIONWITH ITS ORALOPINION
AND THEPREPARATIONOF ITSWRITTENOPINIONDATEDDECEMBER 20 2004 SOME OF THESESUMMARIESSUMMARIE INCLUDE INFORMATION IN TABULAR

FORMAT IN ORDERTO UNDERSTANDFULLYTHE FINANCIAL ANALYSESANALYSEUSED BYMORGANSTANLEYTHE TABLESTABLE MUST BE READTOGETHERWITH THE

TEXT OF EACH SUMMARY THE TABLESTABLE ALONEDO NOT CONSTITUTE COMPLETEDESCRIPTIONOF THEANALYSESANALYSE

IN CONNECTIONWITH ITSANALYSISANALYSIMORGANSTANLEYCALCULATEDTHE IMPLIEDCONSIDERATIONTO BE PAIDFOREACH SHAREOF PSEG

COMMON STOCKBYMULTIPLYINGTHEMERGEREXCHANGERATIOOF 1225 TIMESTIME THECLOSINGPRICEOF SHAREOFEXELON COMMON STOCK

OF 4338 AS OFDECEMBER 15 2004 FOR PER SHAREIMPLIEDCONSIDERATIONOF 5314

HISTORICAL TRADINGAND EXCHANGERATIO ANALYSISANALYSI MORGANSTANLEYREVIEWED THE HISTORICALTRADINGRANGESRANGE OF PSEG

AND EXELON FORVARIOUSVARIOU PERIODSPERIODENDINGON DECEMBER 15 2004 AND THERESULTINGIMPLIEDEXCHANGERATIOSRATIO TO PROVIDEIT WITH

BACKGROUNDAND PERSPECTIVEFORHOW EACH COMPANYSCOMPANYSTOCKHAS HISTORICALLYTRADEDON STANDALONEBASISBASI AND RELATIVETO EACH

OTHER
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MORGANSTANLEYNOTEDTHATFORTHE 52WEEK PERIODENDINGDECEMBER 15 2004 THERANGEOF CLOSINGPRICESPRICEFORPSEG

COMMON SHARESSHARE WAS 3810 TO 4772 MORGANSTANLEYALSONOTEDTHATFORTHE 52WEEK PERIODENDINGDECEMBER 15 2004 THE

RANGEOF CLOSINGPRICESPRICEFOREXELON COMMON SHARESSHARE WAS 3092 TO 4340 MORGANSTANLEYALSOOBSERVEDTHEFOLLOWING

IMPLIED
AVERAGEPSEG AVERAGEEXELON PREMIUM AT

PRICE PRICE HISTORICAL MERGER

PERIODENDINGDECEMBER 152004 PER SHARE PER SHARE TRADINGRATIO EXCHANGERATIO

TRADINGDAYSDAY PRIOR 4382 4256 103X 190

10 TRADINGDAYSDAY PRIOR 4357 4214 103X 185

ONEMONTHPRIOR 4396 4206 105X 172

TWO MONTHSMONTH PRIOR 4344 4099 106X 156

MORGANSTANLEYNOTEDTHATTHEIMPLIEDCONSIDERATIONTO BE PAIDFOREACH SHAREOF PSEG COMMON STOCKWAS 5314 AS OF

DECEMBER 15 2004 WHICH WAS GREATERTHANTHE AVERAGEPRICESPRICEPERSHAREFORPSEG COMMON STOCKLISTEDABOVE

COMPARABLEPUBLIC COMPANIESCOMPANIEANALYSISANALYSI MORGANSTANLEYPERFORMEDCOMPARABLECOMPANY ANALYSISANALYSION PSEG AND

EXELON WHICH ATTEMPTEDTO PROVIDEAN IMPLIEDVALUE FORPSEG AND EXELON BYCOMPARINGTHEM TO SIMILAR COMPANIESCOMPANIEFOR

PURPOSESPURPOSE OF ITSANALYSISANALYSIMORGANSTANLEYREVIEWED AND COMPAREDCERTAINPUBLICAND INTERNALPSEG AND EXELON FINANCIAL

INFORMATIONRATIOSRATIO AND AVAILABLEPUBLICMARKETMULTIPLESMULTIPLERELATINGTO PSEG AND EXELON TO CORRESPONDINGFINANCIALDATAFOR

SELECTEDPUBLICLYTRADEDUTILITYCOMPANIESCOMPANIEMORGANSTANLEYSELECTEDTHESECOMPANIESCOMPANIEFORITSCOMPARABLECOMPANY ANALYSISANALYSIOF

PSEG AND EXELON BASED ON ITSEXPERIENCEWITH COMPANIESCOMPANIEIN THEUTILITYINDUSTRYAND THEIRRELATIVESIMILARITYIN SIZE AND

BUSINESSBUSINES MIX TO THATOFPSEG AND EXELONRESPECTIVELY

PSEG THE COMPANIESCOMPANIEINCLUDEDIN THEPSEG COMPARABLECOMPANIESCOMPANIEANALYSISANALYSIWERE

CONSTELLATIONENERGYGROUPINC

ENTERGYCORPORATION

EXELON CORPORATION

FIRSTENERGY

PPL CORPORATION

MORGANSTANLEYTHENREVIEWED BOTHPUBLICAND INTERNALPSEG FINANCIALINFORMATION TO COMPARE FINANCIALMETRICSMETRIC OF

THESECOMPANIESCOMPANIETO THEFOLLOWINGPSEG METRICSMETRIC

STOCKPRICETO 2005 ESTIMATEDEPS

STOCKPRICETO 2006 ESTIMATEDEPS AND

AGGREGATEVALUE DEFINEDAS EQUITYVALUEPLUSPLU ESTIMATEDNONCONVERTIBLE DEBTMINORITYINTERESTCAPITALLEASE

OBLIGATIONSOBLIGATIONAND PREFERREDSTOCKLESSLES CASH AND CASHEQUIVALENTSEQUIVALENTAS OF DECEMBER 31 2004 TO THEESTIMATED2006

EBITDA

THE FOLLOWINGTABLEREFLECTSREFLECTTHERESULTSRESULT OF THEANALYSISANALYSIAND THECORRESPONDINGMULTIPLESMULTIPLEFORPSEG BASED ON REPRESENTATIVE
RANGESRANGE OF MEDIAN EARNINGSEARNINGAND EBITDA ESTIMATESESTIMATE FORTHESECOMPANIESCOMPANIE
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OBTAINED FROM IB DATASERVICETHATMONITORSMONITOR AND PUBLISHESPUBLISHE COMPILATIONOF EARNINGSEARNINGESTIMATESESTIMATE PRODUCEDBYSELECTED

RESEARCHANALYSTSANALYSTON COMPANIESCOMPANIEOF INTERESTTO INVESTORSINVESTOR

AGGREGATE
VALUE TO

PRICE TO EPS EBITDA

RANGEDERIVED FROMPSEG COMPARABLESCOMPARABLE 125X 135X 11 125X 675X 725X

PSEG MULTIPLESMULTIPLE 122X 76X

APPLYING REPRESENTATIVERANGEOF MULTIPLESMULTIPLEDERIVED FROM THECOMPARABLEPUBLICCOMPANIESCOMPANIEANALYSISANALYSIMORGANSTANLEY
CALCULATED RANGEOF IMPLIEDEQUITYVALUESVALUE PER SHAREOF PSEG WITH RESPECTTO

STOCKPRICETO 2005 ESTIMATEDEPS

STOCKPRICETO 2006 ESTIMATEDEPS AND

AGGREGATEVALUE TO 2006 ESTIMATEDEBITDA

BASED ON THISTHI ANALYSISANALYSIMORGANSTANLEYDERIVED RANGEOF IMPLIEDEQUITYVALUESVALUE PER SHAREOF PSEG COMMON STOCKOF

4000 TO 4868 MORGANSTANLEYNOTEDTHATTHE IMPLIEDCONSIDERATIONTO BE PAIDFOREACH SHAREOF PSEG COMMON STOCKWAS

5314 AS OF DECEMBER 15 2004 WHICH WAS GREATERTHANTHE RANGEIMPLIEDBYTHEANALYSISANALYSI

EXELON THE COMPANIESCOMPANIEINCLUDED IN THE EXELON COMPARABLECOMPANIESCOMPANIEANALYSISANALYSIWERE

CONSTELLATIONENERGYGROUPINC

ENTERGYCORPORATION

FIRSTENERGY

PPL CORPORATION

PUBLIC SERVICE ENTERPRISEGROUPINCORPORATED

MORGANSTANLEYTHENREVIEWED PUBLICFINANCIAL INFORMATIONTO COMPARE FINANCIAL METRICSMETRIC OF MARKETVALUE OF THESE

COMPANIESCOMPANIETO SH PUBLICAND INTERNALFINANCIAL METRICSMETRIC

STOCKPRICETO 2005 ESTIMATEDEPS

STOCKPRICETO 2006 ESTIMATED EPS

AGGREGATEVALUE TO 2005 ESTIMATEDEBITDA AND

AGGREGATEVALUE TO 2006 ESTIMATEDEBITDA

THE FOLLOWINGTABLEREFLECTSREFLECTTHE RESULTSRESULT OFTHEANALYSISANALYSIAND THECORRESPONDINGMULTIPLESMULTIPLEFOREXELON BASED ON

REPRESENTATIVERANGESRANGE OF MEDIAN IB EARNINGSEARNINGAND EBITDA FORECASTSFORECAST

PRICE TO EPS AGGREGATEVALUE TO EBITDA

RANGESRANGEDERIVEDFROM EXELON COMPARABLESCOMPARABLE OXH OXH OXH 13OX 75X OX 725X 775X
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EXELON MULTIPLESMULTIPLE 145X 134X 8OX 77X

APPLYING RANGEOF MULTIPLESMULTIPLEDERIVEDFROM THECOMPARABLEPUBLICCOMPANIESCOMPANIEANALYSISANALYSIMORGANSTANLEYCALCULATED

RANGEOF IMPLIEDEQUITYVALUESVALUE PER SHAREOF EXELON WITH RESPECTTO SH AND BASED ON PUBLICAND INTERNALEXELON FINANCIAL

INFORMATION

STOCKPRICETO 2005 ESTIMATEDEPS

85

LE 7152005



PAGE113 OF466

STOCKPRICETO 2006 ESTIMATEDEPS

AGGREGATEVALUE TO 2005 ESTIMATEDEBITDA AND

AGGREGATEVALUE TO 2006 ESTIMATEDITD

BASED ON THISTHI ANALYSISANALYSIMORGANSTANLEYDERIVED RANGEOF IMPLIEDEQUITYVALUESVALUE PER SHAREOF EXELON COMMON STOCKOF

3848 TO 4551 MORGANSTANLEYNOTEDTHATTHECLOSINGPRICEOFEXELON COMMON STOCKON DECEMBER 15 2004 WAS 4338
WHICH WAS WITHIN THE RANGEIMPLIEDBYTHISTHI ANALYSISANALYSI

NO COMPANY UTILIZED IN THECOMPARABLEPUBLICCOMPANIESCOMPANIEANALYSISANALYSIIS IDENTICALTOPSEG OR EXELON ACCORDINGLYAN

ANALYSISANALYSIOF THERESULTSRESULT OF THEFOREGOINGNECESSARILYINVOLVESINVOLVE COMPLEXCONSIDERATIONSCONSIDERATION AND JUDGMENTSJUDGMENTCONCERNINGDIFFERENCESDIFFERENCE IN

FINANCIAL AND OPERATINGCHARACTERISTICSCHARACTERISTICOFPSEG AND EXELON AND OTHERFACTORSFACTOR THATCOULDAFFECTTHEPUBLICTRADINGVALUE OF THE

COMPANIESCOMPANIETO WHICH THEYARE BEINGCOMPAREDIN EVALUATINGTHECOMPARABLECOMPANIESCOMPANIEMORGANSTANLEYMADE JUDGMENTSJUDGMENTAND

ASSUMPTIONSASSUMPTIONWITH REGARDTO INDUSTRYPERFORMANCEGENERALBUSINESSBUSINES ECONOMICMARKET AND FINANCIALCONDITIONSCONDITION AND OTHER

MATTERSMATTER MANY OF WHICH ARE BEYONDTHE CONTROLOFPSEG OR EXELON SUCH AS THE IMPACTOFCOMPETITIONON PSEG OR EXELON AND

THE INDUSTRYGENERALLYINDUSTRYGROWTHAND THE ABSENCEOF ANY ADVERSEMATERIALCHANGEIN THE FINANCIALCONDITIONSCONDITION AND

PROSPECTSPROSPECTOF PSEG OR EXELON OR THE INDUSTRYOR IN THE FINANCIALMARKETSMARKET IN GENERALMATHEMATICAL ANALYSISANALYSISUCH AS

DETERMININGTHE MEAN MEDIAN OR AVERAGE IS NOT IN ITSELF MEANINGFULMETHOD OF USINGCOMPARABLECOMPANY DATA

SUMOFTHEPARTSSUMOFTHEPARTDISCOUNTED CASH FLOW ANALYSESANALYSE GIVEN THE DIFFERENTNATURE OF BUSINESSESBUSINESSE IN WHICH PSEG AND
EXELON PARTICIPATEMORGANSTANLEYALSOANALYZEDEACH COMPANY AS THE SUM OF ITSCONSTITUENTBUSINESSESBUSINESSE OR AS THE SUM OF ITS

PARTSPART AND PERFORMEDDISCOUNTEDCASHFLOWANALYSISANALYSION EACHOF ITS CONSTITUENTBUSINESSESBUSINESSE DISCOUNTEDCASH FLOWANALYSISANALYSIIS
DESIGNEDTO PROVIDEINSIGHTINTO THE VALUE OF COMPANY AS FUNCTIONOF ITS FUTURECASH FLOWSFLOW AND TERMINALVALUE MORGAN
STANLEYSSTANLEYDISCOUNTEDCASHFLOWANALYSISANALYSIWAS BASED ON

SUBSIDIARYAND CONSOLIDATEDFINANCIALPROJECTIONSPROJECTIONPROVIDEDBYMANAGEMENTOFPSEG FORTHEPERIODFROM

JANUARY 2005 THROUGHDECEMBER 31 2009 ALSOREFERREDTO IN THISTHI JOINTPROXY STATEMENTPROSPECTUSSTATEMENTPROSPECTUAS THE
PSEG FORWARDLOOKINGFINANCIAL INFORMATION

SUBSIDIARYCONSOLIDATEDFINANCIALPROJECTIONSPROJECTIONPROVIDEDBYMANAGEMENTOFEXELON FORTHEPERIODFROM

JANUARY 2005 THROUGHDECEMBER 31 2007 ALSOREFERREDTO IN THISTHI JOINTPROXY STATEMENTPROSPECTUSSTATEMENTPROSPECTUAS THE

EXELON FORWARDLOOKINGFINANCIAL INFORMATION FOR2005 THROUGH2007 AND

EXTENSIONSEXTENSION OFTHEPROJECTIONSPROJECTIONOF EXELON PROVIDEDBYEXELONSEXELON MANAGEMENTFORTHEPERIODFROM JANUARY 2008

THROUGHDECEMBER 31 2009 ALSOREFERREDTO IN THISTHI JOINTPROXY STATEMENTPROSPECTUSSTATEMENTPROSPECTUAS EXTENSIONSEXTENSION OF THE
EXELON FORWARDLOOKINGFINANCIAL INFORMATION FOR2008 THROUGH2009

UNLEVERED FREECASH FLOWSFLOW WERE CALCULATEDAS NET INCOME AVAILABLE TO COMMON SHAREHOLDERSSHAREHOLDERPLUSPLU THEAGGREGATEOF

PREFERREDSTOCKDIVIDENDSDIVIDEND DEPRECIATIONAND AMORTIZATIONDEFERREDTAXESTAXE AND OTHERNONCASHEXPENSESEXPENSE AND AFTERTAXNET INTEREST

EXPENSE LESSLES THE SUM OF CAPITALEXPENDITURESEXPENDITUREAND INVESTMENT IN NONCASHWORKINGCAPITALFOREACH OPERATINGSUBSIDIARYTHE

FREECASHFLOWSFLOW AND RANGEOF TERMINALVALUESVALUE WERE THENDISCOUNTEDTO PRESENTVALUESVALUE USING RANGEOF DISCOUNTRATESRATE WHICH

WERE CHOSENBYMORGANSTANLEYBASED UPON AN ANALYSISANALYSIOF MARKETDISCOUNTRATESRATE APPLICABLETO COMPARABLECOMPANIESCOMPANIEIN THE
ELECTRICUTILITYSECTOR

PSEG FOR THE PSEG DISCOUNTEDCASHFLOWANALYSISANALYSIMORGANSTANLEYPERFORMEDDISCOUNTEDCASH FLOWANALYSISANALYSION THE

FOLLOWINGBUSINESSBUSINES UNITSUNIT WITH THE NOTEDASSUMPTIONSASSUMPTIONAND CONSIDERATIONSCONSIDERATION

PSEG FOR PSEGSPSEG REGULATEDUTILITYSUBSIDIARYMORGANSTANLEYCALCULATED RANGEOFTERMINAL VALUESVALUE AT THE

END OF THEPROJECTIONPERIODBYAPPLYINGMULTIPLETO PSEGSPSEG PROJECTED2009 EARNINGSEARNINGAND THENADDINGBACK

THEPROJECTEDDEBTAND PREFERREDSTOCKAMOUNTSAMOUNT IN 2009 THE
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PRICETO EARNINGSEARNINGMULTIPLERANGEUSED WAS OXH TO AND THEWEIGHTEDAVERAGECOST OF CAPITALWAS 55 TO

60

PSEG POWER MORGANSTANLEYCALCULATED RANGEOF TERMINALVALUESVALUE AT THE END OF THEPROJECTIONPERIODBY
APPLYINGAN AGGREGATEVALUEEBITDA MULTIPLETO PSEG POWERSPOWER PROJECTED2009 EBITDA THE AGGREGATE
VALUE TO EBITDA MULTIPLERANGEUSED WAS SX TO 85X AND THEWEIGHTEDAVERAGECOST OFCAPITALRANGEWAS

80 TO 85

PSEG GLOBAL MORGANSTANLEYDISCOUNTEDTHE CASHFLOWSFLOW TO EQUITYHOLDERSHOLDER BYTHEEQUITYCOST OFCAPITALFOR

EACH BUSINESSBUSINES OWNED BYPSEG GLOBAL BASED ON THE RISKPROFILESPROFILEMORGANSTANLEYDETERMINEDTHE TERMINAL

VALUEAPPLICABLEFOREACHBUSINESSBUSINES BASED ON THEVALUATIONMETRICSMETRIC ASSOCIATEDWITH THATBUSINESSBUSINES AND THE

BUSINESSSBUSINESS STANDALONEPROSPECTSPROSPECT

PSEG RESOURCESRESOURCE MORGANSTANLEYPERFORMEDDISCOUNTEDCASHFLOWANALYSISANALYSICOVERINGTHE ENTIREPERIOD
DURINGWHICH PSEG RESOURCESRESOURCE ASSETSASSET WERE PROJECTEDTO PROVIDECASHFLOWWITH TERMINALVALUE BASED ON THE

RESIDUALASSET VALUE AT THEEND OF THEPERIODMORGANSTANLEYUSED COST OF CAPITALFOREACH LEASEOWNED BY
PSEG RESOURCESRESOURCE BASED ON THERISK PROFILEOF EACH LEASE

FROM THISTHI ANALYSISANALYSIMORGANSTANLEYCALCULATED RANGEOF EQUITYVALUE PER SHAREOF PSEG COMMON STOCKOF 4053 TO

4549 MORGANSTANLEYNOTEDTHATTHE IMPLIEDCONSIDERATIONTO BE PAIDFOREACH SHAREOF PSEG COMMON STOCKWAS 5314 AS

OF DECEMBER 15 2004 WHICH WAS GREATERTHANTHE RANGEIMPLIEDBYTHISTHI ANALYSISANALYSI

EXELON FOR THE EXELON DISCOUNTEDCASHFLOWANALYSISANALYSIMORGANSTANLEYPERFORMEDDISCOUNTEDCASHFLOWANALYSISANALYSION THE

FOLLOWINGBUSINESSBUSINES UNITSUNIT WITH THENOTEDASSUMPTIONSASSUMPTIONAND CONSIDERATIONSCONSIDERATION

CORNED AND PECO FOR EXELONSEXELON UTILITYSUBSIDIARIESSUBSIDIARIE MORGANSTANLEYCALCULATED RANGEOF TERMINALVALUESVALUE AT

THEEND OF THEPROJECTIONAND EXTENSIONPERIODBYAPPLYINGPRICETO EARNINGSEARNINGMULTIPLETO COMEDSCOMED AND

PECOSPECO ESTIMATEDONGOING2009 EARNINGSEARNINGBASED ON THE EXTENSIONSEXTENSION OF THEEXELON FORWARDLOOKINGFINANCIAL

INFORMATIONFOR2008 THROUGH2009 PROVIDEDBYEXELONSEXELON MANAGEMENTTHE PRICETO EARNINGSEARNINGMULTIPLERANGE
USEDWAS OXH TO OXH FORCOMED AND PECO AND THEWEIGHTEDAVERAGECOST OFCAPITALWAS 55 TO 60

EXELON GENERATION MORGANSTANLEYCALCULATED RANGEOF AGGREGATETERMINALVALUESVALUE AT THEEND OF THE

PROJECTIONAND EXTENSIONPERIODBYAPPLYINGAN AGGREGATEVALUE TO EBITDA MULTIPLETO EXELON GENERATIONSGENERATION

2009 ESTIMATEDEBITDA BASED ON THE EXTENSIONSEXTENSION OF THEEXELON FORWARDLOOKINGFINANCIAL INFORMATION FOR

2008 THROUGH2009 PROVIDEDBYEXELONSEXELON MANAGEMENTTHE 2009 ESTIMATEDEBITDA MORGANSTANLEYUSED TO

CALCULATETHE TERMINALAGGREGATEVALUE OFEXELON GENERATIONWAS INCREASEDBASED UPON AN ESTIMATE MADE WITH

RESPECTTO THEPOTENTIALINCREASEIN EBITDA EXELON GENERATIONWOULDRECEIVE FORITSGENERATIONOUTPUT
CURRENTLYUSED TO SATISFYITS PROVIDEROFLAST RESORTREFERREDTO IN THISTHI JOINTPROXY STATEMENTPROSPECTUSSTATEMENTPROSPECTUAS

SERVICEOBLIGATIONSOBLIGATIONTO PECO THISTHI ESTIMATE WAS BASED ON AN ASSESSMENT OF THEPOTENTIALAMOUNT BY
WHICH MARKET PRICESPRICEFORPOLR SERVICEIN THEPECO SERVICETERRITORYWOULDHAVE EXCEEDED THECURRENT POLR

PRICINGCHARGEDBYEXELON GENERATIONTO PECO THROUGHTHEPERIODCOVEREDUNDEREXELON GENERATIONSGENERATION POLR

SERVICEAGREEMENTWITH PECO WHICH RUNSRUN THROUGHDECEMBER 31 2010 THE AGGREGATEVALUE TO EBITDA

MULTIPLERANGE USEDWAS OX TO OX AND THEWEIGHTEDAVERAGECOST OF CAPITALWAS 75 TO 80 FORCASH

FLOWSFLOW THROUGHTHEPERIODENDED DECEMBER 31 2009 AND 775 TO 825 FORTHE TERMINALVALUE

SYNTHETICFUELASSETSASSET MORGANSTANLEYCONDUCTED DISCOUNTEDCASH FLOWANALYSISANALYSICOVERINGTHE ENTIREPERIOD
DURINGWHICH EXELONSEXELON SYNTHETICFUELASSETSASSET WERE PROJECTEDTO PROVIDECASHFLOWTHEREFORETERMINALVALUE

APPROACHWAS NOT USEDFORTHISTHI BUSINESSBUSINES THE COST OF EQUITYRANGEUSED IN THEDISCOUNTINGOF EXELON

GENERATIONSGENERATION SYNTHETICFUELASSETSASSET CASHFLOWTO EQUITYHOLDERSHOLDER WAS 65 TO 75
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