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FROM THISTHI ANALYSISANALYSIMORGANSTANLEYCALCULATED RANGEOFEQUITYVALUE PER SHAREOFEXELON COMMON STOCKOF 4032 TO

4445 MORGANSTANLEYNOTEDTHATTHECLOSINGPRICEOF EXELON COMMON STOCKON DECEMBER 15 2004 WAS 4338 WHICH WAS

WITHIN THERANGEIMPLIEDBYTHISTHI ANALYSISANALYSI

THE SUMOFTHEPARTSSUMOFTHEPARTDISCOUNTEDCASHFLOWANALYSESANALYSEDOESDOE NOT IMPLYTHEVALUE AT WHICH THE INDIVIDUAL PSEG OR EXELON

BUSINESSESBUSINESSE COULDBE SOLD MORGANSTANLEYDID NOT CONSIDERTHEEFFECTOF TRANSACTIONCOSTSCOST INCLUDINGTAXESTAXE THATCOULDBE

PAYABLEASSOCIATEDWITH DISPOSITIONOF ANY OF THEPSEG OR EXELON BUSINESSESBUSINESSE

SUMOFPARTSSUMOFPART COMPARABLEPUBLIC COMPANIESCOMPANIEANALYSISANALYSI MORGANSTANLEYALSOUSED COMPARABLECOMPANIESCOMPANIEANALYSISANALYSI
AS DESCRIBEDEARLIERTO ANALYZEEACH OFPSEGSPSEG AND EXELONSEXELON CONSTITUENTBUSINESSESBUSINESSE USINGMANAGEMENTESTIMATESESTIMATE MORGAN
STANLEYCOMPAREDCERTAINFINANCIALMEASURESMEASURE OF SELECTEDCOMPARABLECOMPANIESCOMPANIETO THOSEOF THERELEVANTBUSINESSESBUSINESSE WITHIN

PSEG AND EXELON MORGANSTANLEYSELECTEDTHESECOMPARABLECOMPANIESCOMPANIEBASED UPON ITS VIEWSVIEW AS TO THECOMPARABILITYOF THE

FINANCIALAND OPERATINGCHARACTERISTICSCHARACTERISTICOF THESECOMPANIESCOMPANIETO THE RELEVANTPSEG AND EXELON BUSINESSESBUSINESSE MORGANSTANLEY
CALCULATEDREFERENCEVALUERANGESRANGE FORTHE PSEG AND EXELON BUSINESSESBUSINESSE BYAPPLYINGVARIOUSVARIOU MULTIPLESMULTIPLEDERIVEDFROM THESE

COMPARABLECOMPANIESCOMPANIETO SELECTEDFINANCIAL MEASURESMEASURE OF THERELEVANTPSEG AND EXELON BUSINESSESBUSINESSE BASED ON INFORMATION

PROVIDEDBYEACH COMPANYSCOMPANYMANAGEMENTBASED ON THISTHI ANALYSISANALYSIMORGANSTANLEYCALCULATEDPERSHAREVALUESVALUE FORPSEG

COMMON STOCKRANGINGFROM 3866 TO 4151 MORGANSTANLEYNOTEDTHATTHE IMPLIEDCONSIDERATIONTO BE PAIDFOREACH SHARE

OFPSEG COMMON STOCKWAS 5314 AS OF DECEMBER 15 2004 WHICH WAS GREATERTHANTHE RANGEIMPLIEDBYTHISTHI ANALYSISANALYSIIN
ADDITIONBASED ON THISTHI ANALYSISANALYSIMORGANSTANLEYCALCULATEDPER SHAREVALUE FOREXELON COMMON STOCKRANGINGFROM 4116 TO

4597 AND NOTEDTHATTHECLOSINGPRICEOF EXELON COMMON STOCKON DECEMBER 15 2004 WAS 4338 WHICH WAS WITHIN THE

RANGEIMPLIEDBYTHISTHI ANALYSISANALYSI

DIVIDEND DISCOUNT ANALYSISANALYSI MORGANSTANLEYALSOANALYZEDTHEIMPLIEDVALUESVALUE OF PSEG AND EXELON AS FUNCTIONOF

THEPRESENTVALUE OF THEIRRESPECTIVEDIVIDEND PAYMENTSPAYMENT MORGANSTANLEYPERFORMEDTHESEANALYSESANALYSEOF PSEG AND EXELON

BASED ON THEFOLLOWINGINFORMATION

PSEG FORWARDLOOKINGFINANCIAL INFORMATIONFOR2005 THROUGH2009 PROVIDEDBYMANAGEMENTOF PSEG

EXELON FORWARDLOOKINGFINANCIAL INFORMATIONFOR2005 THROUGH2007 PROVIDEDBYMANAGEMENTOF EXELON AND

EXTENSIONSEXTENSION OF THE EXELON FORWARDLOOKINGFINANCIAL INFORMATION FOR2008 THROUGH2009 PROVIDEDBYEXELONSEXELON

MANAGEMENT

MORGANSTANLEYCALCULATEDTERMINAL VALUESVALUE BYAPPLYINGRANGEOFMULTIPLESMULTIPLETO THE ESTIMATEDEPS IN FISCALYEAR2009 AND

THE DIVIDEND STREAMSSTREAM AND TERMINALVALUESVALUE WERE THENDISCOUNTEDTO THEPRESENTUSING RANGEOF DISCOUNTRATESRATE REPRESENTINGAN

ESTIMATEDRANGEOFTHE COST OF EQUITYFOREACH OF PSEG AND EXELON BASED ON THISTHI ANALYSISANALYSIMORGANSTANLEYCALCULATEDPER
SHAREVALUESVALUE FORPSEG RANGINGFROM 4275 TO 4710 MORGANSTANLEYNOTEDTHATTHE IMPLIEDCONSIDERATIONTO BE PAIDFOR

EACH SHAREOF PSEG COMMON STOCKWAS 5314 AS OF DECEMBER 15 2004 WHICH WAS GREATERTHANTHE RANGEIMPLIEDBYTHISTHI

ANALYSISANALYSIIN ADDITIONBASED ON THISTHI ANALYSISANALYSIMORGANSTANLEYCALCULATEDPERSHAREVALUESVALUE FOREXELON RANGINGFROM 3815 TO

4201 AND NOTEDTHATTHECLOSINGPRICEOF EXELON COMMON STOCKON DECEMBER 15 2004 WAS 4338 WHICH WAS GREATERTHAN

THERANGE IMPLIEDBYTHISTHI ANALYSISANALYSI

ANALYSISANALYSIOFSELECTEDPRECEDENT TRANSACTIONSTRANSACTION MORGANSTANLEYALSOPERFORMEDAN ANALYSISANALYSIOF SELECTEDPRECEDENT
TRANSACTIONSTRANSACTIONWHICH ATTEMPTEDTO PROVIDEAN IMPLIEDVALUE FORPSEG BYCOMPARINGIT TO OTHERCOMPANIESCOMPANIEINVOLVED IN BUSINESSBUSINES

COMBINATIONSCOMBINATION USINGPUBLICLYAVAILABLEINFORMATIONMORGANSTANLEYCONSIDEREDTHREESETSSET OF ANNOUNCED OR COMPLETED
TRANSACTIONSTRANSACTION

UNITED STATESSTATE MERGERSMERGER EXCLUDINGTRANSACTIONSTRANSACTIONIN THETECHNOLOGYSECTORREFERREDTO IN THISTHI JOINTPROXY

STATEMENTPROSPECTUSSTATEMENTPROSPECTUAS LARGEUNITED STATESSTATE ALLSTOCK MERGERSMERGER ANNOUNCEDSINCE
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JANUARY2001 INVOLVING100 STOCKFORSTOCKEXCHANGESEXCHANGEIN WHICH THE SMALLERCOMPANY INVOLVED HAD AN

EQUITYMARKETCAPITALIZATIONOF AT LEAST BILLION

UTILITYSECTORMERGEROFEQUALTRANSACTIONSTRANSACTIONREFERREDTO IN THISTHI JOINTPROXY IPROSPECTU AS

SINCE JANUARY1998 AND

UTILITYSECTOR CORPORATEACQUISITIONTRANSACTIONSTRANSACTIONSINCE JANUARY1999 REFERREDTO IN THISTHI JOINTPROXY

STATEMENTPROSPECTUSSTATEMENTPROSPECTUAS UTILITYACQUISITIONSACQUISITION

MORGANSTANLEYCOMPAREDCERTAINFINANCIALAND MARKET STATISTICSSTATISTICOF THE THREESETSSET OF SELECTEDPRECEDENTTRANSACTIONSTRANSACTION

BASED ON AN ASSESSMENT OFTHELARGEUNITED STATESSTATE ALLSTOCK MERGERSMERGERMORGANSTANLEYAPPLIEDPREMIUMTO UNAFFECTED

MARKETPRICERANGINGFROM 10 TO 20 BASED ON THEANALYSISANALYSIOFLARGEUNITED STATESSTATE ALLSTOCK MERGERSMERGERMORGANSTANLEY
CALCULATEDPER SHAREVALUESVALUE FORPSEG COMMON STOCKRANGINGFROM 4904 TO 5350

BASED ON AN ASSESSMENT OF THEUTILITYMOESMOE MORGANSTANLEYAPPLIEDPREMIUMTO UNAFFECTEDMARKETPRICERANGING
FROM TO 10 AND THE 1YEARFORWARDJJBESJJBE PRICETO EARNINGSEARNINGMULTIPLERANGINGFROM OXH TO BASED ON THE

ANALYSISANALYSIOF UTILITYMOESMOE MORGANSTANLEYCALCULATEDPER SHAREVALUESVALUE FORPSEG COMMON STOCKRANGINGFROM 3840 TO

4904

BASED ON AN ASSESSMENT OF THEUTILITYACQUISITIONSACQUISITIONMORGANSTANLEYAPPLIEDPREMIUMTO UNAFFECTEDMARKETPRICE
RANGINGFROM 20 TO 40 BASED ON THEANALYSISANALYSIOF UTILITYACQUISITIONSACQUISITIONMORGANSTANLEYCALCULATEDPER SHAREVALUESVALUE FOR

PSEG COMMON STOCKRANGINGFROM 5350 TO 6241

MORGANSTANLEYNOTEDTHATTHEIMPLIEDCONSIDERATIONTO BE PAIDFOREACH SHAREOF PSEG COMMON STOCKWAS 5314 AS OF

DECEMBER 15 2004 WHICH WAS WITHIN THE RANGEIMPLIEDBYTHELARGEUNITED STATESSTATE ALLSTOCK MERGERSMERGERGREATERTHANTHE RANGE
IMPLIEDBYTHEUTILITYMOESMOE AND LESSLES THANTHERANGEIMPLIEDBYTHEUTILITYACQUISITIONSACQUISITIONMORGANSTANLEYALSONOTEDTHATTHE

UTILITYACQUISITIONSACQUISITIONINVOLVED MUCH SMALLERTRANSACTIONSTRANSACTIONIN TERMSTERM OF THE SIZE OF THETARGETAND VERYFEW OF THESETRANSACTIONSTRANSACTION

OCCURREDIN 2003 OR 2004 OF THE 24 TRANSACTIONSTRANSACTIONCOMPRISINGTHEUTILITYACQUISITIONSACQUISITIONGROUP THETARGETCOMPANY MEDIAN SIZE

WAS BILLIONAND ONLYFOUROF THESETRANSACTIONSTRANSACTIONWERE ARMOUNCEDSINCE THEEND OF 2002 MORGANSTANLEYFURTHERNOTEDTHAT

NO UTILITYMOESMOE HAVE BEEN ANNOUNCEDSINCE 2000

NO TRANSACTIONUTILIZED AS COMPARISONIN THEANALYSISANALYSIOF SELECTEDPRECEDENTTRANSACTIONSTRANSACTIONIS IDENTICALTO THE MERGERIN

BOTH BUSINESSBUSINES MIX TIMINGAND SIZE ACCORDINGLYAN ANALYSISANALYSIOF THERESULTSRESULT OF THEFOREGOINGNECESSARILYINVOLVESINVOLVE COMPLEX
CONSIDERATIONSCONSIDERATION AND JUDGMENTSJUDGMENTCONCERNINGDIFFERENCESDIFFERENCE IN FINANCIAL AND OPERATINGCHARACTERISTICSCHARACTERISTICOFPSEG AND OTHERFACTORSFACTOR THAT

WOULD AFFECTTHE VALUE OF THECOMPANIESCOMPANIETO WHICH IT IS BEINGCOMPAREDIN EVALUATINGTHEPRECEDENTTRANSACTIONSTRANSACTIONMORGAN
STANLEYMADE JUDGMENTSJUDGMENTAND ASSUMPTIONSASSUMPTIONWITH REGARDTO INDUSTRYPERFORMANCEGLOBALBUSINESSBUSINES ECONOMICMARKET AND

FINANCIAL CONDITIONSCONDITION AND OTHERMATTERSMATTER MANY OF WHICH ARE BEYONDTHE CONTROLOFPSEG SUCH AS THE IMPACTOF COMPETITIONON

PSEG AND THE INDUSTRYGENERALLYINDUSTRYGROWTHAND THE ABSENCEOF ANY ADVERSEMATERIALCHANGEIN THE FINANCIALCONDITIONSCONDITION

AND PROSPECTSPROSPECTOFPSEG OR THEINDUSTRYOR THE FINANCIALMARKETSMARKET IN GENERALMATHEMATICAL ANALYSISANALYSISUCH AS DETERMININGTHE

MEAN OR MEDIAN IS NOT IN ITSELF MEANINGFULMETHOD OF USINGPRECEDENTTRANSACTIONSTRANSACTIONDATA

PRO FORMA TRANSACTION ANALYSISANALYSI USINGFINANCIAL PROJECTIONSPROJECTIONPROVIDEDBYSH AND EXELONSEXELON MANAGEMENTSMANAGEMENTAND

PUBLICLYAVAILABLE IIBESIIBE EARNINGSEARNINGESTIMATESESTIMATE AND TAKINGINTO ACCOUNT CERTAINMANAGEMENTESTIMATESESTIMATE OF SYNERGIESSYNERGIEPROVIDEDTO

MORGANSTANLEYBYPSEG MANAGEMENTMORGANSTANLEYREVIEWED THEPRO FORMAIMPACTOFTHE MERGERON PSEGSPSEG AND

EXELONSEXELON ESTIMATEDEPS FORTHE YEARSYEAR 20062009 FOR PURPOSESPURPOSE OF THISTHI ANALYSISANALYSIMORGANSTANLEYASSUMED THE TRANSACTION

CLOSEDON JANUARY 2006
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THE PROFORMAIMPACTON RECURRINGEARNINGSEARNINGPER SHARE DEFINEDAS EARNINGSEARNINGBASED ON ALLPROJECTEDMERGERRELATED
ADJUSTMENTSADJUSTMENTTO EPS EXCEPTFORIMPACTSIMPACTRELATINGTO COSTSCOST TO ACHIEVE SYNERGIESSYNERGIEAND CERTAINSHORTTERMPURCHASEACCOUNTING
ADJUSTMENTSADJUSTMENTWAS FOUNDTO BE ACCRETIVETO EARNINGSEARNINGFROM 2006 TO 2009 TO BOTHPSEG AND EXELON USINGEACHCOMPANYSCOMPANY
FORWARDLOOKINGFINANCIAL INFORMATIONAND EXTENSIONTHEREOFIN THE CASE OF EXELON AS THE BASISBASI OF COMPARISONFORBOTH

COMPANIESCOMPANIETHE PROFORMAIMPACTON REPORTEDEARNINGSEARNINGPER SHAREDEFINEDAS EARNINGSEARNINGPERSHARETAKINGINTO ACCOUNT ALL

PROJECTEDMERGERRELATEDADJUSTMENTSADJUSTMENTAND ANY EXTRAORDINARYITEMSITEM WAS FOUNDTO BE ACCRETIVETO EARNINGSEARNINGFROM 2006 TO 2009

TO PSEG AND ACCRETIVETO EARNINGSEARNINGFROM 2007 TO 2009 TO EXELON USINGEACH COMPANYSCOMPANYFORWARDLOOKINGFINANCIALINFORMATION

AND EXTENSIONTHEREOFIN THE CASE OFEXELON AS THEBASISBASI OF COMPARISONFORBOTH COMPANIESCOMPANIEASSUMINGNO MERGERRELATED
ADJUSTMENTSADJUSTMENTTO EARNINGSEARNINGPER SHAREAND BASED ON IES EARNINGSEARNINGESTIMATESESTIMATE THEPROFORMA IMPACTON EPS WAS FOUND TO BE

ACCRETIVETO EARNINGSEARNINGFROM 2006 TO 2009 TO BOTHPSEG AND EXELON USINGIB PROJECTIONSPROJECTIONAS THE BASISBASI FORCOMPARISONFOR
BOTHCOMPANIESCOMPANIE

CONTRIBUTION ANALYSISANALYSI MORGANSTANLEYALSOPERFORMEDCONTRIBUTIONANALYSISANALYSIWHICH REVIEWED THE PROFORMA

CONTRIBUTIONOF EACH OF PSEG AND EXELON TO THE COMBINED ENTITYAND IMPLIEDCONTRIBUTIONSCONTRIBUTION BASED ON OTHERFINANCIALMETRICSMETRIC

MORGANSTANLEYREVIEWED THEPROFORMA EFFECTOF THE MERGERAND COMPUTEDTHE IMPLIEDEQUITYCONTRIBUTIONOF PSEG AND

EXELON FORTHE YEARSYEAR ENDED DECEMBER 31 2004 DECEMBER 31 2005 AND DECEMBER 31 2006 SUCH FINANCIAL RESULTSRESULT INCLUDED

EBITDA AND NET INCOME THE COMPUTATIONSHOWEDAMONG OTHERTHINGSTHING THATPSEGSPSEG IMPLIEDEQUITYCONTRIBUTIONBASED ON

2004 2005 AND 2006 PROJECTEDEBITDA WAS 27 28 AND 30 RESPECTIVELYBASED ON 2004 2005 AND 2006 PROJECTEDNET

INCOME PSEGSPSEG IMPLIEDEQUITYCONTRIBUTIONWAS 28 28 AND 30 RESPECTIVELYIN ADDITIONMORGANSTANLEYCALCULATED

THE IMPLIEDEQUITYCONTRIBUTIONOFPSEG AND EXELON BASED ON THE RESULTSRESULT OFTHE SUMOFPARTSSUMOFPART DISCOUNTED CASH FLOW SUM

OFPARTSOFPART COMPARABLEPUBLIC COMPANIESCOMPANIE AND DIVIDEND DISCOUNT ANALYSESANALYSETHECOMPUTATIONSHOWEDAMONG OTHERTHINGSTHINGTHAT

PSEGSPSEG IMPLIEDEQUITYCONTRIBUTIONBASED ON THESETHREEANALYSESANALYSEWAS 27 25 AND 29 RESPECTIVELYMORGANSTANLEY
NOTEDTHATTHE 225X EXCHANGERATIOOF EXELON COMMON SHARESSHARE TO PSEG COMMON SHARESSHARE WOULDRESULTIN PROFORMAOWNERSHIP
OF THECOMBINED COMPANY FORHOLDERSHOLDER OF PSEG COMMON STOCKEQUALTO APPROXIMATELY31

IN CONNECTIONWITH THE REVIEW OF THE TRANSACTIONWITH THE PSEG BOARDOF DIRECTORSDIRECTORMORGANSTANLEYPERFORMEDVARIETY
OF FINANCIALAND COMPARABLEANALYSESANALYSEFORPURPOSESPURPOSE OF RENDERINGITSOPINIONTHE PREPARATIONOF FAIRNESSFAIRNES OPINIONIS COMPLEX
PROCESSPROCES AND IS NOT SUSCEPTIBLETO PARTIALANALYSISANALYSIOR SUMMARY DESCRIPTIONIN ARRIVINGAT ITSOPINIONMORGANSTANLEY
CONSIDEREDTHERESULTSRESULT OF ALLOF ITSANALYSESANALYSEAS WHOLE AND DID NOT ATTRIBUTEANY PARTICULARWEIGHTTO ANY ANALYSISANALYSIOR FACTOR

CONSIDERED FURTHERMOREMORGANSTANLEYBELIEVESBELIEVE THATTHE SUMMARY PROVIDEDAND THEANALYSESANALYSEDESCRIBEDABOVE MUST BE

CONSIDEREDAS WHOLE AND THATSELECTINGANY PORTIONOFTHE ANALYSESANALYSEWITHOUTCONSIDERINGALLOF THEM WOULD CREATE AN

INCOMPLETEVIEW OF THEPROCESSPROCES UNDERLYINGMORGANSTANLEYSSTANLEYANALYSESANALYSEAND OPINIONAS RESULTTHE RANGESRANGE OFVALUATIONSVALUATION

RESULTINGFROM ANY PARTICULARANALYSISANALYSIOR COMBINATION OF ANALYSESANALYSEDESCRIBEDABOVE SHOULDNOT BE TAKEN TO BE THE VIEW OF

MORGANSTANLEYWITH RESPECTTO THE ACTUALVALUE OF PSEG OR EXELON COMMON STOCK

IN PERFORMINGITSANALYSESANALYSEMORGANSTANLEYMADE NUMEROUSNUMEROU ASSUMPTIONSASSUMPTIONWITH RESPECTTO INDUSTRYPERFORMANCEGENERAL
BUSINESSBUSINES AND ECONOMIC CONDITIONSCONDITION AND OTHERMATTERSMATTER MANY OFWHICH ARE BEYONDTHECONTROLOF PSEG OR EXELON ANY
ESTIMATESESTIMATE CONTAINEDIN MORGANSTANLEYSSTANLEYANALYSESANALYSEARE NOT NECESSARILYINDICATIVE OF FUTURERESULTSRESULTOR ACTUALVALUESVALUE WHICH MAY
BE SIGNIFICANTLYMORE OR LESSLES FAVORABLETHANTHOSESUGGESTEDBYTHE ESTIMATESESTIMATE THE ANALYSESANALYSEPERFORMEDWERE PERFORMEDSOLELY
AS PARTOF MORGANSTANLEYSSTANLEYANALYSISANALYSIOF THE FAIRNESSFAIRNES FROM FINANCIAL POINTOF VIEW OFTHEEXCHANGERATIOPURSUANTTO THE

MERGERAGREEMENTTO THE HOLDERSHOLDER OF PSEG COMMON STOCKAND WERE CONDUCTEDIN CONNECTIONWITH THEDELIVERYOFMORGAN
STANLEYSSTANLEYOPINIONTO THEPSEG BOARD OF DIRECTORSDIRECTOR THE ANALYSESANALYSEDO NOT PURPORTTO BE APPRAISALSAPPRAISALOR TO REFLECTTHEPRICESPRICEAT WHICH

PSEG COMMON STOCKOR EXELON COMMON STOCKMIGHTACTUALLYTRADETHE EXCHANGERATIOAPPLICABLETO EACH SHAREOF PSEG

COMMON STOCKUNDERTHE MERGERAGREEMENTAND OTHERTERMSTERM OF THE MERGERAGREEMENTWERE DETERMINEDTHROUGH
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ARMSARM LENGTHNEGOTIATIONSNEGOTIATIONBETWEEN PSEG AND EXELON AND APPROVEDBYTHE PSEG BOARDOF DIRECTORSDIRECTOR THE WRITTENOPINIONOF

MORGANSTANLEYDATEDDECEMBER 20 2004 WAS ONE OF NUMBER OF FACTORSFACTOR TAKENINTO CONSIDERATIONBYPSEGSPSEG BOARD OF

DIRECTORSDIRECTORIN MAKINGITS DECISION TO APPROVE THEMERGERAGREEMENTAND THETRANSACTIONSTRANSACTIONCONTEMPLATEDBYTHE MERGERAGREEMENT
CONSEQUENTLYMORGANSTANLEYSSTANLEYANALYSESANALYSEDESCRIBEDABOVE SHOULDNOT BE VIEWED AS DETERMINATIVE OF THEOPINIONOF THE PSEG

BOARD OF DIRECTORSDIRECTORWITH RESPECTTO THE VALUE OFPSEG OR EXELON SEE RECOMMENDATION OF PSEG BOARD PSEGSPSEG REASONSREASON

FORTHEMERGER

MORGANSTANLEYAS PARTOF ITS INVESTMENTBANKINGBUSINESSESBUSINESSE IS CONTINUALLYENGAGEDIN THE VALUATIONOF BUSINESSESBUSINESSE AND

THEIR SECURITIESSECURITIE IN CONNECTIONWITH MERGERSMERGER AND ACQUISITIONSACQUISITIONNEGOTIATEDUNDERWRITINGSUNDERWRITINGCOMPETITIVEBIDDINGSBIDDING SECONDARY
DISTRIBUTIONSDISTRIBUTION OF LISTEDAND UNLISTEDSECURITIESSECURITIEPRIVATEPLACEMENTSPLACEMENTAND VALUATIONSVALUATION FORESTATECORPORATEAND OTHERPURPOSESPURPOSE
PSEG SELECTEDMORGANSTANLEYAS ITS FINANCIALADVISORBASED UPON THE FIRMSFIRM QUALIFICATIONSQUALIFICATIONEXPERIENCEAND EXPERTISEAND

BECAUSE IT IS AN INTERNATIONALLYRECOGNIZEDINVESTMENTBANKINGFIRM WITH SUBSTANTIALEXPERIENCEIN TRANSACTIONSTRANSACTIONSIMILAR TO THE

MERGER IN THEORDINARYCOURSE OF ITSTRADINGAND BROKERAGEACTIVITIESACTIVITIE MORGANSTANLEYAND ITS AFFILIATESAFFILIATE MAY AT ANY TIME HOLD

LONGOR SHORTPOSITIONSPOSITIONTRADEOR OTHERWISEEFFECTTRANSACTIONSTRANSACTIONFORTHEIROWN ACCOUNTSACCOUNT OR FORTHEACCOUNTSACCOUNT OF CUSTOMERSCUSTOMER IN THE

EQUITYOR DEBT SECURITIESSECURITIE OR SENIORLOANSLOAN OFPSEG OR EXELON

PURSUANTTO THE TERMSTERM OF ITS ENGAGEMENTPSEG AGREEDTO PAY MORGANSTANLEYTRANSACTIONFEEOF 20 MILLION THE FEE IS

PAYABLEAS FOLLOWSFOLLOW MILLION OF WHICH WAS DUE UPON THEPUBLICANNOUNCEMENT OF THEEXECUTION OF THEMERGERAGREEMENT
MILLION OF WHICH IS PAYABLEUPON PSEGSPSEG SHAREHOLDERAPPROVALAND 10 MILLION OF WHICH IS PAYABLEUPON COMPLETIONOF

THE MERGER PSEG HAS ALSOAGREEDTO REIMBURSEMORGANSTANLEYFORITS FEESFEE AND EXPENSESEXPENSE INCURREDIN PERFORMINGITS SERVICESSERVICE

IN ADDITIONPSEG HAS AGREEDTO INDEMNIFYMORGANSTANLEYAND ITS AFFILIATESAFFILIATETHEIRRESPECTIVEDIRECTORSDIRECTOROFFICERSOFFICERAGENTSAGENTAND

EMPLOYEESEMPLOYEEAND EACH PERSON IF ANY CONTROLLINGMORGANSTANLEYOR ANY OF ITS AFFILIATESAFFILIATE AGAINSTCERTAINLIABILITIESLIABILITIE AND EXPENSESEXPENSE
INCLUDINGCERTAINLIABILITIESLIABILITIE UNDERTHE FEDERALSECURITIESSECURITIE LAWSLAW RELATEDTO OR ARISINGOUT OF MORGANSH ENGAGEMENTAND

ANY RELATEDTRANSACTIONSTRANSACTION DURINGTHEPASTTWO YEARSYEAR MORGANSTANLEYAND ITS AFFILIATESAFFILIATE HAVE PROVIDEDFINANCIALADVISORY
UNDERWRITINGLOANSYNDICATIONAND OTHERINVESTMENTBANKINGSERVICESSERVICE FORPSEG AND EXELON AND HAVE RECEIVEDFEESFEE OF

APPROXIMATELYMILLION EXCLUSIVEOF ANY FEESFEE FORTHE MERGER AND MILLIONRESPECTIVELYFORTHERENDERINGOF THESE

SERVICESSERVICE THE FEESFEE RECEIVED FROM EXELON RELATEPRIMARILYTO FINANCIALADVICE MORGANSTANLEYPROVIDEDTO EXELON IN CONNECTION

WITH THE SALEOF THEOUTSTANDINGCOMMON STOCKOFEXRESEXRE SHC INC THEPARENTCOMPANY OF SITHE ENERGIESENERGIEAND SITHE

INDEPENDENTLP TO DYNEGYINC EXELON GENERATIONENTERSENTER INTOVARIOUSVARIOU ENERGYRELATEDDERIVATIVE TRANSACTIONSTRANSACTIONFORHEDGING
AND SPECULATIVEPURPOSESPURPOSE WITH MORGANSTANLEYTHESE TRANSACTIONSTRANSACTIONINCLUDEBUT ARE NOT LIMITED TO POWER FORWARDSFORWARDPOWER

SWAPSSWAP NATURALGAS SWAPSSWAP NATURALGAS OPTIONSOPTIONOIL SWAPSSWAP AND OIL OPTIONSOPTIONMORGANSTANLEYALSOMAY OR MAY IN THE FUTURESEEK

TO PROVIDEFINANCIAL ADVICE OR FINANCINGSERVICESSERVICE TO PSEG AND EXELON AND MAY RECEIVEFEESFEE FORSUCH SERVICESSERVICE

FORWARDLOOKINGFINANCIAL INFORMATION

EXELON FORWARDLOOKINGFINANCIAL INFORMATION

EXELON DOESDOE NOT AS MATTER OFCOURSE PUBLICLYDISCLOSEDETAILEDFORECASTSFORECASTOR INTERNALPROJECTIONSPROJECTIONAS TO FUTUREREVENUESREVENUE

EARNINGSEARNINGOR FINANCIALCONDITION HOWEVER IN THE COURSE OF ITSDISCUSSIONSDISCUSSION WITH PSEG LEADINGUP TO THEEXECUTION OFTHE

MERGERAGREEMENTEXELON PROVIDEDPSEG WITH SOME BUSINESSBUSINES AND FINANCIALINFORMATION WHICH EXELON AND PSEG BELIEVE

WAS NOT PUBLICLYAVAILABLE THE INFORMATIONPROVIDEDTO PSEG INCLUDED FORWARDLOOKINGFINANCIAL INFORMATIONFORYEARSYEAR 2005

THROUGH2007 BASED UPON PROJECTIONSPROJECTIONDEVELOPEDBYEXELON THROUGHREGULARINTERNALPLANNINGAND FORECASTINGPROCESSPROCES THAT

INCLUDED INPUTFROMEXELONSEXELON BUSINESSBUSINES UNITSUNIT AND CORPORATELEVELREVIEW AS DESCRIBEDBELOW THOSEPROJECTIONSPROJECTIONWERE

ADJUSTEDTO REFLECTMARKETPRICEASSUMPTIONSASSUMPTIONTHATEXELON AND PSEG AGREEDTO USE FORTHEPURPOSEOF PROVIDINGTO EACH OTHER

COMPARABLEINFORMATION THE FOLLOWINGTABLEIS SUMMARY OFTHEFORWARDLOOKINGFINANCIAL INFORMATIONEXELON PROVIDEDTO

PSEG FORYEARSYEAR 2005 THROUGH2007
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EXELON CORPORATION
FORWARDLOOKINGINCOME AND CASH FLOW STATEMENT DATA

IN MILLIONSMILLION EXCEPTPER SHARE DATA

FOR THE YEAR ENDINGDECEMBER 31

2005 2006 2007

NET INCOME AVAILABLE FORCOMMON SHAREHOLDERS1 2080 2210 2303
EXELON EARNINGSEARNINGPER SHARE2 311 330 344
TOTAL COMMON DIVIDENDS3 1135 1204 1245

NET INCOME AMOUNTSAMOUNT INCLUDE64 64 AND 65 FOR2005 2006 AND 2007 RESPECTIVELYREFLECTINGTHE IMPACTOF

INVESTMENTSINVESTMENT IN SYNTHETICFUEL

EARNINGSEARNINGPER SHAREAMOUNTSAMOUNT INCLUDE 010 010 AND 010 PER SHAREFOR2005 2006 AND 2007 RESPECTIVELYREFLECTING
THE IMPACTOFINVESTMENTSINVESTMENT IN SYNTHETICFUEL

REFLECTSREFLECT CASH DISBURSEMENTFORCOMMON DIVIDENDSDIVIDEND

PSEG ALSOREQUESTEDFORWARDLOOKINGFINANCIAL INFORMATIONFORYEARSYEAR 2008 AND 2009 IN RESPONSETO PSEGSPSEG REQUESTEXELON

CREATEDFORWARDLOOKINGFINANCIALINFORMATION FORYEARSYEAR 2008 AND 2009 THROUGHPROCESSPROCES OF EXTENSIONOF THEFORWARDLOOKING
FINANCIAL INFORMATIONFORYEARSYEAR 2005 THROUGH2007 DESCRIBEDABOVE BUTONLYWITH CORPORATELEVELREVIEW NOT INVOLVINGTHE

SAME PLANNINGPROCESSESPROCESSE ANALYSISANALYSIAND INPUTFROM EXELONSEXELON BUSINESSBUSINES UNITSUNIT THATWERE USED IN THEPREPARATIONOF EXELONSEXELON

PROJECTIONSPROJECTIONFORYEARSYEAR 2005 THROUGH2007 THE FOLLOWINGTABLEIS SUMMARY OF THE EXTENDEDFORWARDLOOKINGFINANCIAL
INFORMATIONEXELON PROVIDEDTO PSEG FORYEARSYEAR 2008 AND 2009

EXELON CORPORATION
EXTENSION OF FORWARDLOOKINGINCOME AND CASH FLOW STATEMENT DATA

IN MILLIONSMILLION EXCEPTPER SHARE DATA

FOR THE YEAR ENDING

DECEMBER 31

2008 2009

NET INCOME AVAILABLE FORCOMMON SHAREHOLDERSSHAREHOLDER 2302 2349
EXELON EARNINGSEARNINGPER 2H 343 349

TOTAL COMMON DIVIDENDS3 1281 1315

NET INCOME AMOUNTSAMOUNT INCLUDE 16 AND FOR2008 AND 2009 RESPECTIVELYREFLECTINGTHE IMPACTOF INVESTMENTSINVESTMENT IN

SYNTHETICFUEL

EARNINGSEARNINGPER SHAREAMOUNTSAMOUNT INCLUDE002 AND 000 FOR2008 AND 2009 RESPECTIVELYREFLECTINGTHE IMPACTOF

INVESTMENTSINVESTMENT IN SYNTHETICFUEL

REFLECTSREFLECT CASHDISBURSEMENTFORCOMMON DIVIDENDSDIVIDEND

THE EXELON FORWARDLOOKINGFINANCIAL INFORMATION WAS BASED UPON VARIOUSVARIOU ASSUMPTIONSASSUMPTIONINCLUDINGTHEFOLLOWING
PRINCIPALASSUMPTIONSASSUMPTION

IN ORDERTO PROVIDEEACH OTHERWITH COMPARABLEINFORMATIONEXELON AND PSEG DEVELOPEDCOMMON
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ASSUMPTIONSASSUMPTIONABOUTENERGYAND GASPRICESPRICETHROUGH2009 BASED IN LARGEPARTON MARKET DATATHATWAS EXTENDED

THROUGHTHE FORECASTPERIODTHE COMMON ASSUMPTIONSASSUMPTIONWERE SIMILAR TO BUT NOT NECESSARILYTHE SAME AS

EXELONSEXELON FORECASTSFORECASTOF ENERGYAND GASPRICESPRICEFORINTEMAL PLANNINGPURPOSESPURPOSE BASED ON THISTHI DATATHE FORWARD

LOOKINGFINANCIAL INFORMATION THATEXELON PROVIDEDTO PSEG ASSUMED THATCORNED AROUNDTHECLOCK

ENERGYPRICESPRICEWOULDDECLINE SLIGHTLYBUT
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REMAIN RELATIVELYFLATOVER THEFORECASTPERIODAND THATPJM ATC PRICESPRICEWOULDDECREASEFROM APPROXIMATELY
4750 PER MWH IN 2005 TO APPROXIMATELY4100 PER MWH IN 2009 DUE TO FORECASTOFDECLININGGAS PRICESPRICE

MARKET DATAFORCAPACITYIS RELATIVELYLIMITED EXELON ASSUMED THECAPACITYMARKETSMARKET WOULDTIGHTENOVER TIME
THEREBYRESULTINGIN HIGHERCAPACITYPRICESPRICE FOR PURPOSESPURPOSE OF THEFORWARDLOOKINGFINANCIAL INFORMATIONPROVIDED
TO PSEG EXELON ASSUMED THATCOMED REGIONCAPACITYPRICESPRICEWOULD INCREASEBYAPPROXIMATELY23 PER YEAR
OVER THEPERIODFROM 2005 THROUGH2009 AND THATPRICESPRICEIN THE PIM REGIONWOULDBE APPROXIMATELY1100 PER
KW PER YEARIN 2005 AND INCREASEBYAPPROXIMATELY29 PERYEARTHROUGH2009 THESE ASSUMPTIONSASSUMPTIONWERE

SIMILAR TO BUT NOT NECESSARILYTHE SAME AS EXELONSEXELON FORECASTSFORECASTOF CAPACITYPRICESPRICEFORINTERNALPLANNINGPURPOSESPURPOSE

EXELON ASSUMED THE EXELON NUCLEARFLEETAND THE PSEG NUCLEARFLEETCOOWNED WITH EXELON WOULD PERFORMAT

LEVELSLEVEL CONSISTENTWITH ITS RECENT HISTORICALPERFORMANCE

EXELON ASSUMED THATCOMEDSCOMED RATESRATE WOULD BE RESET IN 2007 BASED ON FULLCOST RECOVERYFORTHE EXELON ENERGY
DELIVERYBUSINESSBUSINES WITH PASSPAS THROUGHOF ENERGYRATESRATE BASED ON DESCENDINGCLOCKENERGYAUCTIONPROCESSPROCES
SIMILAR TO THEPROCESSPROCES USED IN NEW JERSEYEXELON ASSUMED THATPECOSPECO RATESRATE WOULDREMAIN CONSISTENTWITH

CUNENT SCHEDULEDRATESRATE THROUGH2009

THE ESTIMATEDOPERATINGAND MAINTENANCE EXPENSE AND CAPITALEXPENDITURESEXPENDITUREFORYEARSYEAR 2005 THROUGH2007 WERE

BASED UPON EXELONSEXELON INTERNALFORECASTAND ASSESSMENT OF EXPENDITURESEXPENDITUREREQUIREDTO MEET RELIABILITYGOALSGOALFOR THE

FORWARDLOOKINGFINANCIALINFORMATION FORYEARSYEAR 2008 AND 2009 EXELON ASSUMED TOTALOPERATINGAND

MAINTENANCE EXPENSE AND CAPITALEXPENDITURESEXPENDITUREWOULD GROWAT RATE OF PER YEAR

THE ESTIMATESESTIMATE AND ASSUMPTIONSASSUMPTIONUNDERLYINGTHEFORWARDLOOKINGFINANCIALINFORMATION INVOLVED JUDGMENTSJUDGMENTWITH RESPECT
TO AMONG OTHERTHINGSTHINGFUTUREECONOMICCOMPETITIVEREGULATORYAND FINANCIALMARKET CONDITIONSCONDITION AND FUTUREBUSINESSBUSINES
DECISIONSDECISION WHICH MAY NOT BE REALIZEDAND ARE INHERENTLYSUBJECTTO SIGNIFICANTBUSINESSBUSINES ECONOMICCOMPETITIVEAND REGULATORY
UNCERTAINTIESUNCERTAINTIEALLOF WHICH ARE DIFFICULTTO PREDICTAND MANY OF WHICH ARE BEYONDTHE CONTROLOFEXELON AND PSEG

ACCORDINGLYTHERECAN BE NO ASSURANCE THATTHEPROSPECTIVERESULTSRESULT THEREOFWOULDBE REALIZEDOR THATACTUALRESULTSRESULT WOULD NOT

DIFFERMATERIALLYFROM THOSEPRESENTEDIN THEFORWARDLOOKINGFINANCIAL INFORMATION

SEE CAUTIONARYSTATEMENTSSTATEMENT REGARDINGFORWARDLOOKINGINFORMATION UNDER FORWARDLOOKINGSTATEMENTSSTATEMENT

ALTHOUGHALLOF THEFORWARDLOOKINGFINANCIALINFORMATION EXELON PROVIDEDTO PSEG WAS PREPAREDIN GOODFAITHBY
EXELON MANAGEMENTTHE INFORMATIONPROVIDEDFORYEARSYEAR 2008 AND 2009 WAS NOT PREPAREDWITH THE SAME DEGREEOF ANALYSISANALYSIAS

THE INFORMATIONPROVIDEDFORYEARSYEAR 2005 THROUGH2007 IN ADDITIONNO ASSURANCE CAN BE MADE REGARDINGFUTUREEVENTSEVENT AS

RESULTPROSPECTIVEFINANCIAL INFORMATION SUCH AS THATPROVIDEDFORYEARSYEAR 2005 THROUGH2009 ABOVE CANNOT BE CONSIDERED

RELIABLEPREDICTOROFFUTUREOPERATINGRESULTSRESULTAND THISTHI INFORMATION SHOULDNOT BE RELIEDON AS SUCH THE INFORMATIONPROVIDED
TO PSEG AND SUMMARIZED ABOVE WAS NOT PREPAREDWITH VIEW TOWARDPUBLICDISCLOSUREOR WITH VIEW TOWARDCOMPLYING
WITH THEGUIDELINESGUIDELINEESTABLISHEDBYTHE AMERICAN INSTITUTEOFCERTIFIED PUBLIC ACCOUNTANTSACCOUNTANT WITH RESPECTTO PROSPECTIVE
FINANCIAL INFORMATIONPUBLISHEDGUIDELINESGUIDELINEOF THE SEC REGARDINGFORWARDLOOKINGSTATEMENTSSTATEMENT OR UNITED STATESSTATE GENERALLY
ACCEPTEDACCOUNTINGPRINCIPLESPRINCIPLEIN THE VIEW OF EXELON MANAGEMENTTHE INFORMATION WAS PREPAREDON REASONABLEBASISBASI AND
REFLECTSREFLECTREASONABLEESTIMATESESTIMATE AND JUDGMENTSJUDGMENTHOWEVERTHISTHI INFORMATION SHOULDNOT BE RELIEDUPON AS BEINGNECESSARILY
INDICATIVE OF FUTURERESULTSRESULTAND READERSREADER OF THISTHI JOINTPROXY TQLPROSP ARE CAUTIONEDNOT TO PLACERELIANCEON THISTHI

INFORMATION

THE FORWARDLOOKINGFINANCIAL INFORMATION INCLUDED IN THEPREVIOUSPREVIOUTWO TABLESTABLE WAS PREPAREDBY AND IS THERESPONSIBILITY
OF EXELON MANAGEMENTNEITHER PRICEWATERHOUSECOOPEPRICEWATERHOUSECOOPELLP NOR DELOITTE TOUCHE LLP HAS EXAMINED OR COMPILEDTHE

ACCOMPANYINGPROSPECTIVEFINANCIALINFORMATIONAND ACCORDINGLYNEITHERPRICEWATERHOUSECOOPEPRICEWATERHOUSECOOPELLP NOR DELOITTE
TOUCHE LLP EXPRESSESEXPRESSE AN OPINIONOR
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ANY OTHERFORM OF ASSURANCE WITH RESPECTTHERETOTHE PRICEWATERHOUSECOOPEPRICEWATERHOUSECOOPELLP REPORTSREPORTINCLUDED IN THISTHI JOINTPROXY
STATEMENTPROSPECTUSSTATEMENTPROSPECTURELATETO EXELONSEXELON HISTORICALFINANCIAL INFORMATION THEYDO NOT EXTENDTO THEPROSPECTIVEFINANCIAL

INFORMATIONAND SHOULDNOT BE READTO DO SO

THE EXELON FORWARDLOOKINGFINANCIALINFORMATION FORYEARSYEAR 2005 THROUGH2007 AND THEEXTENSIONSEXTENSION OF THATFORWARD

LOOKINGFINANCIAL INFORMATIONFORYEARSYEAR 2008 THROUGH2009 WERE PREPAREDFOREXELON ON STANDALONEBASISBASI AND THEPSEG

FORWARDLOOKINGFINANCIAL INFORMATIONWAS PREPAREDFORPSEG ON STANDALONE BASISBASI THE COMBINATION OF THE EXELON AND

PSEG FORWARDLOOKINGFINANCIAL INFORMATIONDOESDOE NOT REPRESENTTHE RESULTSRESULT THECOMBINED COMPANY WILL ACHIEVE IF THE MERGER
IS COMPLETEDNOR DOESDOE IT REPRESENTFORWARDLOOKINGFINANCIAL INFORMATION FORTHE COMBINED COMPANY

THE INFORMATIONCONCERNINGFORWARDLOOKINGFINANCIALINFORMATIONPROVIDEDBYEXELON IS NOT INCLUDED IN THISTHI JOINT
PROXY STATEMENTPROSPECTUSSTATEMENTPROSPECTUIN ORDERTO INDUCE ANY SHAREHOLDERTO VOTE IN FAVOROF THE MERGERAGREEMENTOR TO ACQUIRE
SECURITIESSECURITIE OF EXELON

EXELON DOESDOE NOT INTEND TO UPDATEOR OTHERWISEREVISETHEFORWARDLOOKINGFINANCIAL INFORMATION TO REFLECTCIRCUMSTANCESCIRCUMSTANCE

EXISTINGSINCE ITSPREPARATIONOR TO REFLECTTHE OCCURRENCE OF UNANTICIPATEDEVENTSEVENT EVEN IN THE EVENT THATANY OR ALLOF THE

UNDERLYINGASSUMPTIONSASSUMPTIONARE SHOWN TO BE IN ERROR FURTHERMOREEXELON DOESDOE NOT INTEND TO UPDATEOR REVISETHE FORWARD

LOOKINGFINANCIAL INFORMATIONTO REFLECTCHANGESCHANGEIN GENERALECONOMIC OR INDUSTRYCONDITIONSCONDITION

PSEG FORWARDLOOKINGFINANCIAL INFORMATION

PSEG DOESDOE NOT AS MATTER OF COURSE MAKE PUBLICPROJECTIONSPROJECTIONAS TO FUTURESALESSALE EARNINGSEARNINGOR OTHERFINANCIALRESULTSRESULT

HOWEVER IN THECOURSE OF ITS DISCUSSIONSDISCUSSION WITH EXELON LEADINGUP TO THE EXECUTIONOF THE MERGERAGREEMENTTHEMANAGEMENT
OF PSEG PROVIDEDTO EXELON CERTAINPROSPECTIVEFINANCIAL INFORMATIONWHICH PSEG AND EXELON BELIEVE IS NOT PUBLICLY
AVAILABLE THE ACCOMPANYINGPROSPECTIVEFINANCIALINFORMATION WAS NOT PREPAREDWITH VIEW TOWARDPUBLICDISCLOSUREOR

WITH VIEW TOWARDCOMPLYINGWITH THEGUIDELINESGUIDELINEESTABLISHEDBYTHEAMERICAN INSTITUTEOFCERTIFIED PUBLIC ACCOUNTANTSACCOUNTANT WITH

RESPECTTO PROSPECTIVEFINANCIALINFORMATIONBUT IN THE VIEW OF PSEG MANAGEMENTWAS PREPAREDON REASONABLEBASISBASI AND

REFLECTSREFLECTREASONABLEESTIMATESESTIMATE AND JUDGMENTSJUDGMENTHOWEVERTHISTHI INFORMATION SHOULDNOT BE RELIEDUPON AS BEINGNECESSARILY
INDICATIVE OF FUTURERESULTSRESULTAND READERSREADER OFTHISTHI JOINTPROXY STATEMENTPROSPECTUSSTATEMENTPROSPECTUARE CAUTIONEDNOT TO PLACERELIANCEON THE

PROSPECTIVEFINANCIAL INFORMATION

NEITHER SH INDEPENDENTAUDITORSAUDITOR NOR ANY OTHERINDEPENDENTACCOUNTANTSACCOUNTANT HAVE COMPILEDEXAMINED OR PERFORMED
ANY PROCEDURESPROCEDUREWITH RESPECTTO THEPROSPECTIVEFINANCIAL INFORMATIONCONTAINEDHEREINNOR HAVE THEYEXPRESSEDANY OPINIONOR

ANY OTHERFORM OF ASSURANCE ON SUCH INFORMATIONOR ITSACHIEVABILITYAND ASSUME NO RESPONSIBILITYFORAND DISCLAIM ANY
ASSOCIATIONWITH THEPROSPECTIVEFINANCIAL INFORMATION

THE FOLLOWINGTABLEIS SUMMARY OF THEFORWARDLOOKINGFINANCIAL INFORMATIONPSEG PROVIDEDTO EXELON FORYEARSYEAR 2005

THROUGH2009

PUBLIC SERVICE ENTERPRISE GROUP INCORPORATED

FORWARDLOOKINGINCOME AND CASH FLOW STATEMENT DATA

IN MILLIONSMILLION EXCEPTPER SHARE DATA

FOR THE YEAR ENDINGDECEMBER 31

2005 2006 20071 2008 2009

NET INCOME AVAILABLE FORCOMMON SHAREHOLDERSSHAREHOLDER 771 910 1002 1068 1067
ADJUSTEDPSEG EARNINGSEARNINGPER SHARE 320 358 382 411 422

TOTALCOMMON DIVIDENDS2 543 583 608 619 630

REFLECTSREFLECT EXCLUSIONOF AFTERTAXLOSSLOS ON FORECASTEDSALEOF PLANT

REFLECTSREFLECT CASH DISBURSEMENTFORCOMMON DIVIDENDSDIVIDEND
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THE PSEG FORWARDLOOKINGFINANCIAL INFORMATIONWAS BASED UPON VARIOUSVARIOU ASSUMPTIONSASSUMPTIONINCLUDINGTHEFOLLOWING
PRINCIPALASSUMPTIONSASSUMPTION

IN ORDERTO PROVIDECOMPARABLEINFORMATIONPSEG AND EXELON DEVELOPEDCOMMON ASSUMPTIONSASSUMPTIONABOUTELECTRIC

ENERGYAND NATURALGASPRICESPRICETHOUGH2009 BASED LARGELYON MARKET DATATHATWAS EXTENDEDTHROUGHTHE

FORECASTPERIODTHE COMMON ASSUMPTIONSASSUMPTIONWERE SIMILAR TO BUT NOT NECESSARILYTHE SAME AS PSEGSPSEG FORECASTSFORECAST

OF ELECTRICENERGYAND NATURALGASPRICESPRICEUSEDFORINTERNALPLANNINGPURPOSESPURPOSE BASED ON THISTHI DATATHE FORWARD

LOOKINGFINANCIAL INFORMATIONTHATPSEG PROVIDEDTO EXELON ASSUMED THATPJM ATC ENERGYPRICESPRICEWOULD

DECREASEFROM APPROXIMATELY4750 PERMWH IN 2005 TO APPROXIMATELY4100 PER MWH IN 2009 DUE TO

DECLININGNATURALGAS PRICEPRICESPRICEAND MODERATINGCOALPRICESPRICE

MARKET DATAFORCAPACITYPRICINGIS LIMITED PSEG ASSUMED THATCONTINUINGDEMAND GROWTHIN THEREGIONWOULD

CREATE CONDITIONSCONDITION RESULTINGIN HIGHERCAPACITYPRICESPRICEOVER THEPLANNINGPERIODFOR THEFORWARDLOOKING
FINANCIAL INFORMATIONPROVIDEDTO EXELONPSEG ASSUMED THATCAPACITYPRICESPRICEIN THEPIM REGIONWOULD BE

APPROXIMATELY1100 PERKWYEARIN 2005 AND INCREASEBYAPPROXIMATELY29 PERYEARTHROUGH2009 THESE

CAPACITYPRICEASSUMPTIONSASSUMPTIONWERE SIMILAR TO BUT NOT NECESSARILYTHE SAME AS THOSEUSEDFORPSEGSPSEG INTERNAL

PLANNINGPURPOSESPURPOSE

PSEG ASSUMED THATTHEPERFORMANCEOF THENUCLEARUNITSUNIT THATIT OPERATESOPERATEWILL RETURN TO LEVELSLEVEL CONSISTENTWITH

THEPERIODPRIORTO 2004 PSEG ALSOASSUMED THATTHE NUCLEARFLEETCOOWNED WITH AND OPERATEDBYEXELON

WOULDCONTINUE TO OPERATEAT LEVELSLEVEL CONSISTENTWITH RECENT HISTORICALPERFORMANCE

PSEG ASSUMED THATITSNEW JERSEYBASEDELECTRICAND GAS UTILITYPSEG WOULD CONTINUETO RECEIVEFAIRRATE

TREATMENT AND REASONABLEALLOWEDRETURNSRETURN ON EQUITYFROM THENJBPU PSEG FURTHERASSUMED THATTHE NJBPU

WOULDCONTINUE TO EMPLOY COMPETITIVEAUCTIONPROCESSPROCES TO PROCUREENERGYFORCUSTOMERSCUSTOMER OF THESTATESSTATE BASIC

GENERATIONSERVICE

CONSISTENTWITH PSEGSPSEG PUBLICLYSTATEDSTRATEGYPSEGSPSEG FORWARDLOOKINGFINANCIAL INFORMATIONREFLECTSREFLECTNO

NEW INVESTMENT IN PSEG ENERGYHOLDINGSHOLDING

PSEG ESTIMATEDITSOPERATINGAND MAINTENANCE EXPENSE AND CAPITALEXPENDITURESEXPENDITUREFORTHEPERIODFROM 2005 TO

2009 BASED ON BOTH HISTORICALPRACTICEAND IN THE CASE OFCAPITALKNOWN PROJECTINVESTMENTSINVESTMENT THE FORWARD

LOOKINGFINANCIAL INFORMATIONREFLECTSREFLECTGROWTHIN TOTALOPERATINGAND MAINTENANCE EXPENDITURESEXPENDITUREOF

APPROXIMATELYPERYEAR

THE ESTIMATESESTIMATE AND ASSUMPTIONSASSUMPTIONON WHICH THEFORWARDLOOKINGFINANCIAL INFORMATION IS BASED INVOLVEDJUDGMENTSJUDGMENTWITH

RESPECTTO AMONG OTHERTHINGSTHING FUTUREECONOMICCOMPETITIVEREGULATORYAND FINANCIAL MARKETCONDITIONSCONDITION AND FUTUREBUSINESSBUSINES

DECISIONSDECISION WHICH MAY NOT BE REALIZEDAND ARE INHERENTLYSUBJECTTO SIGNIFICANTBUSINESSBUSINES ECONOMICCOMPETITIVEAND REGULATORY
UNCERTAINTIESUNCERTAINTIEALLOF WHICH ARE DIFFICULTTO PREDICTAND MANY OF WHICH ARE BEYONDTHECONTROLOF PSEG AND EXELON

ACCORDINGLYTHERECAN BE NO ASSURANCE THATTHEPROSPECTIVERESULTSRESULT THEREOFWOULD BE REALIZEDOR THATACTUALRESULTSRESULT WOULD NOT

DIFFERMATERIALLYFROM THOSEPRESENTEDIN THEFORWARDLOOKINGFINANCIAL INFORMATION

SEE CAUTIONARYSTATEMENTSSTATEMENT REGARDINGFORWARDLOOKINGINFORMATIONUNDER FORWARDLOOKINGSTATEMENTSSTATEMENT

THE PSEG FORWARDLOOKINGFINANCIAL INFORMATIONFORYEARSYEAR 2005 THROUGH2009 WAS PREPAREDFORPSEG ON STANDALONE

BASISBASI AND THE EXELON FORWARDLOOKINGFINANCIAL INFORMATIONFORYEARSYEAR 2005 THROUGH2007 AND THE EXTENSIONSEXTENSION OF THATFORWARD

LOOKINGFINANCIAL INFORMATIONFOR2008 THROUGH2009 WERE PREPAREDFOREXELON ON STANDALONEBASISBASI THE COMBINATION OF

THEPSEG AND EXELON FORWARDLOOKINGFINANCIALINFORMATION DOESDOE NOT REPRESENTTHE RESULTSRESULT THE COMBINED COMPANY WILL

ACHIEVE IF THEMERGERIS COMPLETEDNOR DOESDOE IT REPRESENTFORWARDLOOKINGFINANCIALINFORMATION FORTHE COMBINED COMPANY
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THE INFORMATIONCONCERNINGFORWARDLOOKINGFINANCIAL INFORMATIONPROVIDEDBYPSEG IS NOT INCLUDED IN THISTHI JOINTPROXY
STATEMENTPROSPECTUSSTATEMENTPROSPECTUIN ORDERTO INDUCE ANY SHAREHOLDERTO VOTE IN FAVOROF THE MERGERAGREEMENTOR TO ACQUIRESECURITIESSECURITIE OF

PSEG

PSEG DOESDOE NOT INTEND TO UPDATEOR OTHERWISEREVISETHEFORWARDLOOKINGFINANCIAL INFORMATIONTO REFLECTCIRCUMSTANCESCIRCUMSTANCE

EXISTINGSINCE ITSPREPARATIONOR TO REFLECTTHE OCCURRENCE OF UNANTICIPATEDEVENTSEVENT EVEN IN THE EVENT THATANY OR ALLOF THE

UNDERLYINGASSUMPTIONSASSUMPTIONARE SHOWN TO BE IN ERROR FURTHERMOREPSEG DOESDOE NOT INTEND TO UPDATEOR REVISE THEFORWARDLOOKING
FINANCIALINFORMATION TO REFLECTCHANGESCHANGEIN GENERALECONOMIC OR INDUSTRYCONDITIONSCONDITION

ESTIMATED POTENTIALSYNERGIESSYNERGIEATTRIBUTABLETO THE MERGER

THE COMPANIESCOMPANIEHAVE ESTIMATEDPOTENTIALREDUCTIONSREDUCTION AND AVOIDANCESAVOIDANCE IN COSTSCOST AND OTHERSYNERGIESSYNERGIECOLLECTIVELYREFERREDTO

AS SYNERGIESSYNERGIETHATMAY BE ATTRIBUTABLETO THEMERGER RECOGNITIONHAS ALSOBEEN GIVENTO THOSEOUTOFPOCKETCOSTSCOST THATARE

EXPECTEDTO BE INCURREDTO SUCCESSFULLYCOMPLETETHEMERGERAND TO INTEGRATEOPERATIONSOPERATIONTHESE ESTIMATEDPOTENTIALCOST

SAVINGSSAVINGARE DIRECTLYATTRIBUTABLETO THE MERGERAND DO NOT INCLUDE ESTIMATEDPOTENTIALSAVINGSSAVINGFROM OTHERINITIATIVESINITIATIVE THATWERE

ALREADYUNDERWAYOR PLANNEDBYEITHERCOMPANY INDEPENDENTOF THEMERGEROR THATCOULDBE ACHIEVED IN THE ABSENCEOF THE

MERGER

TOTAL POTENTIALCOST SAVINGSSAVINGAND OTHERSYNERGIESSYNERGIEIDENTIFIED BYTHEMANAGEMENTOF EXELON HAVE BEEN ESTIMATED AT

APPROXIMATELY400 MILLION IN THE FIRSTFULLYEAROF OPERATIONSOPERATIONFOLLOWINGCOMPLETIONOF THE MERGERAND APPROXIMATELY
500 MILLION IN THESECOND FULLYEAROF OPERATIONSOPERATIONFOLLOWINGCOMPLETIONOF THEMERGER THE MANAGEMENTOF PSEG ESTIMATED

SIMILAR LEVELSLEVEL OF SYNERGIESSYNERGIEGIVINGEFFECTTO ALLEXPECTEDIMPROVEMENTSIMPROVEMENTIN THEOPERATINGPERFORMANCEOFNUCLEARGENERATING
UNITSUNIT INCLUDINGIMPROVEMENTSIMPROVEMENTREFLECTEDIN PSEGSPSEG FORWARDLOOKINGFINANCIALINFORMATION FOR20052009 RELATEDCOSTSTO

ACHIEVE THESESYNERGIESSYNERGIEARE CURRENTLYESTIMATED AT APPROXIMATELY450 MILLION IN THE FIRSTFULLYEAROF OPERATIONSOPERATIONFOLLOWING
COMPLETIONOF THEMERGERAND APPROXIMATELY700 MILLION OVER PERIODOF FOURYEARSYEAR FOLLOWINGTHE MERGER IDENTIFIED PLANSPLAN
FORSTANDALONECOST REDUCTIONINITIATIVESINITIATIVE HAVE ALSOBEEN RECOGNIZEDAND DEDUCTEDFROMTHE ESTIMATEDPOTENTIALCOST SAVINGSSAVINGIN
THEAMOUNT OF MILLION IN THEFIRSTFULLYEAROF OPERATIONSOPERATIONAND MILLION IN THE SECONDFULLYEAROFOPERATIONSOPERATIONTHE IMPACTOF
THESEPLANNEDINITIATIVESINITIATIVE WILL CONTINUEINTO THE FUTUREAND REDUCEIDENTIFIED MERGERSYNERGIESSYNERGIEEACH YEAR

THE PRINCIPALCOMPONENTSCOMPONENTOF THEANTICIPATEDSYNERGIESSYNERGIEIDENTIFIED BYTHECOMPANIESCOMPANIEARE SET FORTHBELOW

STAFFINGTHE COMBINED COMPANY SHOULDBE ABLE TO INTEGRATECERTAINOVERLAPPINGOR DUPLICATIVEFUNCTIONSFUNCTION FOR

THECORPORATESHAREDSERVICESSERVICE UTILITYAND GENERATIONBUSINESSBUSINES UNITSUNIT THESE FUNCTIONSFUNCTION RELATETO BUSINESSBUSINES UNIT

MANAGEMENTAND BACKOFFICE SUPPORTFUNCTIONSFUNCTION FOREACH BUSINESSBUSINES UNIT AND TO REDUCEDPLANTSTAFFINGIN NUCLEAR

OPERATIONSOPERATIONSUCH ESTIMATED COST SAVINGSSAVINGAMOUNT TO APPROXIMATELY43 OF THETOTALESTIMATED LEVELOF SYNERGIESSYNERGIE
IN THE SECONDFULLYEAROF OPERATIONSOPERATIONTHE IDENTIFIED REDUCTIONSREDUCTION WILL NOT AFFECTFIELD RELATEDFUNCTIONSFUNCTION AND

SHOULDNOT CREATE ANY ADVERSEIMPACTSIMPACTON SERVICEQUALITYRELIABILITYOR SAFETY

CORPORATEAND ADMINISTRATIVE PROGRAMSPROGRAM IN ADDITION TO THESTAFFINGCOSTSCOST RELATEDTO THE FUNCTIONSFUNCTION REFERREDTO

ABOVENONLABOR COSTSCOST IN SUPPORTOF THESEFUNCTIONSFUNCTION WILL BE REDUCEDTHROUGHTHECOMBINATION OF THE

COMPANIESCOMPANIEOF THE TOTALESTIMATEDSYNERGIESSYNERGIEIN THE SECONDFULLYEAROF OPERATIONSOPERATIONAPPROXIMATELY15 ARE

ATTRIBUTABLETO THISTHI CATEGORYTHESE ESTIMATED COST REDUCTIONSREDUCTION WILL RELATETO EXPENDITURESEXPENDITUREIN THE AREASAREA OF

MISCELLANEOUSMISCELLANEOU ADMINISTRATIVE AND GENERALEXPENSE BENEFITSBENEFIT ADMINISTRATIONFACILITIESFACILITIE INSURANCEPROFESSIONAL
SERVICESSERVICE AND SHAREHOLDERSERVICESSERVICE AMONG OTHERSOTHER THESE REDUCTIONSREDUCTION RELATETO REDUNDANTCOSTSCOST THATCAN BE

AVOIDED AND TO ECONOMIESECONOMIE OF SCALETHATCAN BE ACHIEVED WITH RESPECTTO SOURCINGOF CERTAINOFTHESE

EXPENDITURESEXPENDITURE

INFORMATIONTECHNOLOGYESTIMATED COST SAVINGSSAVINGIN THE INFORMATIONTECHNOLOGYAREA ARE APPROXIMATELYOF

TOTALESTIMATEDSYNERGIESSYNERGIEIN THE SECONDFULLYEAROF OPERATIONSOPERATIONIT IS
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EXPECTEDTHE COMBINED COMPANY WILL INTEGRATETHE STANDALONEINFORMATIONTECHNOLOGYFUNCTIONSFUNCTION INCLUDING
DATACENTERSCENTER NETWORKOPERATIONSOPERATIONWORKSTATIONSUPPORTAPPLICATIONSAPPLICATIONAND TELECOMMUNICATIONSTELECOMMUNICATIONWHERE

APPLICABLEIN ADDITIONCERTAINPROJECTSPROJECTPLANNEDON STANDALONEBASISBASI BYEACH COMPANY CAN BE AVOIDED WITH

THE INTEGRATIONOF THERESPECTIVESYSTEMARCHITECTURESARCHITECTUREAND UNDERLYINGOPERATINGSYSTEMSSYSTEM

SUPPLY THE MERGERIS EXPECTEDTO ENABLE THE CONSOLIDATIONOF SUPPLYCHAIN MANAGEMENTAND OPERATIONSOPERATIONTHE

COMMON MANAGEMENTOF THISTHI FUNCTIONSHOULDENABLE THE INTEGRATEDSOURCINGOF BOTHMATERIALSMATERIAL AND SUPPLIESSUPPLIEAND

CONTRACT SERVICESSERVICE AND IS EXPECTEDTO PRODUCEECONOMIESECONOMIE OF SCALEAND LOWERUNIT COSTSCOST OF ACQUISITIONESTIMATED

COST SAVINGSSAVINGIN THESUPPLYAREA ARE APPROXIMATELY16 OFTOTALESTIMATEDSYNERGIESSYNERGIEIN THE SECONDFULLYEAROF

OPERATIONSOPERATION

NUCLEAR PRODUCTIONIMPROVEMENTSIMPROVEMENT IN THENUCLEARBUSINESSBUSINES UNIT ADDITIONALREVENUESREVENUE ARE EXPECTEDTO BE

AVAILABLE FROM IMPROVEMENTIN THEGENERATINGPLANOPERATINGPERFORMANCEOFPSEGSPSEG NUCLEARFLEET THESE

OPPORTUNITIESOPPORTUNITIEARE EXPECTEDTO ARISEFROMHIGHERCAPACITYFACTORSFACTOR AS RESULTOF THE IMPLEMENTATIONOF THEEXELON

NUCLEARMANAGEMENTMODEL AND THEPOTENTIALFORINCREASEDMARKET SALESSALE OF THISTHI ADDITIONALOUTPUTAND AMOUNT

TO APPROXIMATELY14 OF TOTALESTIMATEDSYNERGIESSYNERGIEIN THE SECONDFULLYEAROF OPERATIONSOPERATION

NUCLEAR OUTAGECOSTSCOST IMPROVEMENTSIMPROVEMENTIN THEEXECUTION OF PLANTOUTAGESOUTAGEARE ALSOEXPECTEDWITH DURATIONSDURATION FOR

THE PSEG PLANTSPLANTTO BE REDUCEDTO LENGTHCONSISTENTWITH THATEXISTINGWITHIN THE EXELON NUCLEARFLEETTHESE
ESTIMATEDSAVINGSSAVINGAMOUNT TO APPROXIMATELYOF THETOTALESTIMATEDSYNERGIESSYNERGIELEVELIN THE SECONDFULLYEAROF

OPERATIONSOPERATION

POTENTIALSYNERGIESSYNERGIEWERE ANALYZEDACROSSACROS AN EXTENDEDTIME PERIODAND CONTINUEDINTO PERPETUITYIN ORDERTO DETERMINE THE

NET PRESENTVALUE OFESTIMATED SYNERGIESSYNERGIETHISTHI CALCULATIONREFLECTSREFLECTTHEONGOINGNATURE OF THE ESTIMATEDSYNERGIESSYNERGIEAND WAS USED

TO DEVELOPBASISBASI FORDETERMININGTHEPRESENTVALUE OF THE FUTURESTREAM OF ESTIMATEDSYNERGIESSYNERGIE

THESE ESTIMATEDSYNERGIESSYNERGIEWERE GROWNAT AN ESCALATIONRATE OVER TIME WITH TERMINAL VALUE USED TO VALUE THE STREAM OF

ESTIMATEDSYNERGIESSYNERGIEIN FUTUREYEARSYEAR CONSERVATIVESYNERGIESSYNERGIESHARINGASSUMPTIONWAS MADE TO REFLECTTHE NET RETAINABLELEVEL

OF TOTALSYNERGIESSYNERGIETHISTHI TOTALSTREAM OF SYNERGIESSYNERGIEWAS CONVERTEDTO AN AFTERTAXVALUE AND DISCOUNTEDBACK TO THEPRESENTAT

DISCOUNTRATE

THISTHI ANALYSISANALYSIINDICATED THATTHE IDENTIFIED LEVELOF ESTIMATED ANNUALSYNERGIESSYNERGIEOVER 10 YEARPERIODPLUSPLU TERMINALVALUE

AT THE END OF THATPERIODFORTHE ESTIMATEDSYNERGIESSYNERGIEIN SUBSEQUENTYEARSYEAR WOULDRESULTIN APPROXIMATELYTO BILLION OF

ESTIMATEDRETAINEDSYNERGIESSYNERGIEON NET PRESENTVALUE BASISBASI

THE EXELON ANALYSISANALYSIOF ESTIMATEDEXPECTEDAND GROWINGSYNERGIESSYNERGIEUNDER CONSERVATIVESYNERGIESSYNERGIERETENTIONASSUMPTION
INDICATEDTHATTHE MERGERIS EXPECTEDTO BE ACCRETIVETO EARNINGSEARNINGOFTHE COMBINED COMPANY IN THE SECONDFULLYEAROF

OPERATIONSOPERATIONBYAPPROXIMATELYTO

THE ESTIMATESESTIMATE AND ASSUMPTIONSASSUMPTIONUNDERLYINGTHE IDENTIFICATIONOFPOTENTIALSYNERGIESSYNERGIEAND ESTIMATEDACCRETIONINVOLVE

JUDGMENTSJUDGMENTWITH RESPECTTO AMONG OTHERTHINGSTHINGTHEEXTENT TO WHICH THEREGULATORYAUTHORITIESAUTHORITIE REQUIRETHE COMBINED COMPANY
TO SHARESYNERGIESSYNERGIEWITH ITS CUSTOMERSCUSTOMER FUTUREECONOMICCOMPETITIVEREGULATORYAND MARKETCONDITIONSCONDITION AND FUTUREBUSINESSBUSINES

DECISIONSDECISION WHICH MAY NOT BE REALIZEDAND ARE INHERENTLYSUBJECTTO UNCERTAINTIESUNCERTAINTIE FOR THISTHI REASON SYNERGIESSYNERGIEARE DIFFICULTTO

PREDICTAND THERECAN BE NO ASSURANCE THATTHE ESTIMATEDSYNERGIESSYNERGIEREFERREDTO IN THEPRECEDINGPARAGRAPHSPARAGRAPHWILL BE ACHIEVED

AND IN THE AMOUNTSAMOUNT AND TIME PERIODSPERIODESTIMATEDBYTHEMANAGEMENTSMANAGEMENTOF THECOMPANIESCOMPANIESEE RISK FACTORSRISKSFACTORSRISK RELATINGTO

THEMERGERTHEANTICIPATEDBENEFITSBENEFIT OF COMBININGPSEG AND EXELON MAY NOT BE REALIZED

BOARD OFDIRECTORSDIRECTOR AND MANAGEMENTFOLLOWINGCOMPLETIONOF THEMERGER

EXELON HAS AGREEDTO AMEND AND RESTATE ITSAMENDED AND RESTATEDBYLAWSBYLAW UPON COMPLETIONOF THE MERGERTO PROVIDE
FORCERTAINARRANGEMENTSARRANGEMENTRELATINGTO THE EXELON BOARDOF DIRECTORSDIRECTOR AND
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MANAGEMENTDURINGTRANSITIONPERIODLASTINGFORTHREEYEARSYEAR FOLLOWINGCOMPLETIONOF THE MERGER GENERALLYTHESENEW

PROVISIONSPROVISIONOFTHE AMENDED AND RESTATEDBYLAWSBYLAW TO BE ADOPTEDWILL NOT BE ABLE TO BE CHANGEDBYTHEBOARD OF DIRECTORSDIRECTOR

WITHOUTTHEAPPROVALOFAT LEAST80 OF THE WHOLEEXELON BOARD OF DIRECTORSDIRECTOR THESE PROVISIONSPROVISIONAND THEPROVISIONSPROVISIONOF THE

MERGERAGREEMENTRELATEDTO THE GOVERNANCEOFEXELON FOLLOWINGCOMPLETIONOF THE MERGERARE DESCRIBEDBELOW

BOARD OFDIRECTORSDIRECTOR

PURSUANTTO THE MERGERAGREEMENTAND THE AMENDED AND RESTATEDBYLAWSBYLAW UPON COMPLETIONOF THE MERGER EXELON WILL

INCREASETHENUMBER OF DIRECTORSDIRECTOR ON ITS BOARDOF DIRECTORSDIRECTOR TO 18 AND APPOINTSIX FORMERPSEG DIRECTORSDIRECTOR DESIGNATEDBYTHE

CHIEF EXECUTIVE OFFICEROFPSEG TO FILL SIX DIRECTORSDIRECTOR SEATSSEAT SUBJECTTO APPLICABLELAWSLAW AND REGULATIONSREGULATIONSUCH FORMERPSEG

DIRECTORSDIRECTOR WILL BE ALLOCATEDEVENLYAMONG CLASSESCLASSE II AND ILL OF THEEXELON BOARD OFDIRECTORSDIRECTOR

PURSUANTTO EXELONSEXELON AMENDED AND RESTATEDBYLAWSBYLAW TO BE ADOPTEDUPON COMPLETIONOF THE MERGER WITH RESPECTTO THE
FIRSTAND SECONDELECTIONSELECTION OF DIRECTORSDIRECTOR DURINGTHE TRANSITIONPERIODTHE EXELON BOARD OF DIRECTORSDIRECTORIS REQUIREDSUBJECTTO ITS

FIDUCIARYDUTIESDUTIE AND APPLICABLELAWSLAW AND REGULATIONSREGULATIONTO NOMINATE FORELECTIONTHELEGACYPSEG DIRECTORSDIRECTOR OR THEIRSUCCESSORSSUCCESSOR
WHOSE CLASSCLAS IS STANDINGFORELECTIONAND TO NOMINATE THELEGACYEXELON DIRECTORSDIRECTOROR THEIRSUCCESSORSSUCCESSORWHOSE CLASSCLAS IS STANDING
FORELECTION IN ADDITIONDURINGTHE TRANSITIONPERIODTHE EXELON BOARDOF DIRECTORSDIRECTOR IS REQUIREDTO SUBJECTTO ITSFIDUCIARY
DUTIESDUTIE AND APPLICABLELAWSLAW AND REGULATIONSREGULATIONTAKEANY ACTIONNECESSARYTO ENSURE THATANY VACANCY OF POSITIONON THEEXELON

BOARD OFDIRECTORSDIRECTOR PREVIOUSLYHELDBY LEGACYPSEG DIRECTORWILL BE FILLEDBY PERSONNOMINATED BYTHEEXELON BOARD OF

DIRECTORSDIRECTOR AND APPROVEDBY MAJORITYOF THELEGACYPSEG DIRECTORSDIRECTORREMAININGON THEEXELON BOARD OFDIRECTORSDIRECTORAND THATANY

VACANCY OF POSITIONON THEEXELON BOARD OFDIRECTORSDIRECTOR PREVIOUSLYHELDBY LEGACYEXELON DIRECTORWILL BE FILLEDBY PERSON
NOMINATED BYTHEEXELON BOARDOF DIRECTORSDIRECTOR AND APPROVEDBY MAJORITYOF THELEGACYEXELON DIRECTORSDIRECTOR REMAININGON THE

EXELON BOARDOF DIRECTORSDIRECTOR

IN ADDITIONPURSUANTTO SH AMENDED AND RESTATEDBYLAWSBYLAW TO BE ADOPTEDUPON COMPLETIONOF THE MERGER DURING
THE TRANSITIONPERIOD LEGACYPSEG DIRECTORWILL BE THE CHAIRMAN OF AT LEASTONE COMMITTEE OF THEBOARDOF DIRECTORSDIRECTOR AS

DETERMINED BYTHE EXELON CORPORATEGOVERNANCECOMMITTEE

TO HELPASSURE CONTINUITYBEFOREAND FOR PERIODOF TIME FOLLOWINGCOMPLETIONOFTHE MERGER THEEXELON BOARDOF

DIRECTORSDIRECTOR HAS DEFERREDUNTILAFTERCOMPLETIONOF THE MERGER THE RETIREMENTOF THREEDIRECTORSDIRECTOR WHO OTHERWISEWOULDHAVE

RETIREDAT THE END OF2004 IN ADDITIONTHEEXELON BOARD OF DIRECTORSDIRECTOR SUSPENDEDITSDIRECTORRETIREMENTPOLICYSO THATDIRECTORSDIRECTOR

WHO REACHTHE RETIREMENTAGE OF 72 WITHIN THREEYEARSYEAR FOLLOWINGCOMPLETIONOF THEMERGERWILL NOT BE REQUIREDTO RETIREUNTIL

THE END OF THATTHREEYEARPERIOD

CHAIRMAN OFTHEBOARDCHIEFEXECUTIVE OFFICERPRESIDENT

PURSUANTTO EXELONSEXELON AMENDED AND RESTATEDBYLAWSBYLAW TO BE ADOPTEDUPON COMPLETIONOF THEMERGER MR FERLANDWILL

BECOME THE NONEXECUTIVE CHAIRMAN OF THEEXELON BOARD OF DIRECTORSDIRECTOR MR FERLANDWILL SERVE AS NONEXECUTIVE CHAIRMAN OF

THE EXELON BOARDOF DIRECTORSDIRECTOR UNTILTHE EARLIEROF MARCH 31 2007 HIS ANNOUNCEDDATEOF RETIREMENTAND THE DATEON

WHICH MR FERLAND NO LONGERSERVESSERVE AS MEMBER OF THEEXELON BOARD OF DIRECTORSDIRECTOR AT SUCH TIME THECHIEF EXECUTIVE OFFICER

OF EXELON WILL BE APPOINTEDAS CHAIRMAN OF THEEXELON BOARD OF DIRECTORSDIRECTORAND CONTINUEIN SUCH ROLEFORTHE DURATIONOF THE

TRANSITIONPERIODAND THEREAFTERAS DETERMINED BYTHEEXELON BOARD OFDIRECTORSDIRECTOR

AS THE NONEXECUTIVE CHAIRMAN MR FERLANDWILL PRESIDEAT ALLMEETINGSMEETINGOF THE EXELON BOARD OF DIRECTORSDIRECTOR AND WILL IN

CONSULTATIONWITH THE CHIEF EXECUTIVE OFFICER OFEXELON ESTABLISHTHEAGENDAFORMEETINGSMEETINGOF THEEXELON BOARDOF DIRECTORSDIRECTOR

MR FERLANDWILL HAVE SUCH OTHERDUTIESDUTIE AS NONEXECUTIVE CHAIRMAN OFTHE EXELON BOARDOF DIRECTORSDIRECTOR AS MAY FROM TIME TO TIME

BE REQUESTEDBYTHECHIEF EXECUTIVE OFFICEROF EXELON
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FOR AT LEASTTHETRANSITIONPERIODMR ROWE WILL CONTINUETO SERVE AS THE PRESIDENTAND CHIEF EXECUTIVE OFFICEROF

EXELON IN CHARGEOF GENERALSUPERVISIONOVER THE BUSINESSBUSINES AND OPERATIONSOPERATIONOF EXELON

SENIOR OFFICERSOFFICER

THE MERGERAGREEMENTPROVIDESPROVIDETHATTHE OFFICERSOFFICER OFEXELON FOLLOWINGTHE MERGERWILL CONTINUEAS THE OFFICERSOFFICER OF EXELON

WITH SUCH SUBSTITUTIONSSUBSTITUTIONADDITIONSADDITION AND DELETIONSDELETION AS SHALLBE DETERMINED BYMR ROWE IN CONSULTATIONWITH THECHIEF EXECUTIVE

OFFICEROF PSEG AND APPROVEDBYTHE EXELON BOARD OF DIRECTORSDIRECTOR

CORPORATEOFFICESOFFICE

PURSUANTTO THE AMENDED AND RESTATEDBYLAWSBYLAW TO BE ADOPTEDUPON COMPLETIONOF THEMERGER THECORPORATE
HEADQUARTERSHEADQUARTEROF EXELON WILL CONTINUETO BE IN CHICAGOILLINOISILLINOI THE HEADQUARTERSHEADQUARTEROF EXELONSEXELON POWER TRADINGBUSINESSBUSINES WILL BE

IN SOUTHEASTERNPENNSYLVANIAAND THEHEADQUARTERSHEADQUARTEROFEXELONSEXELON GENERATIONBUSINESSBUSINES WILL BE IN NEWARKNEW JERSEYWITH

HEADQUARTERSHEADQUARTEROF EXELONSEXELON NUCLEARGENERATINGBUSINESSBUSINES IN SOUTHEASTERNPENNSYLVANIACORNED WILL MAINTAIN ITSHEADQUARTERSHEADQUARTERIN

CHICAGOILLINOISILLINOI PECO WILL MAINTAIN ITSHEADQUARTERSHEADQUARTERIN SOUTHEASTERNPENNSYLVANIAAND PSEG WILL MAINTAIN ITS

HEADQUARTERSHEADQUARTERIN NEWARKNEW JERSEYFOLLOWINGCOMPLETIONOF THE MERGER THEEXELON BOARD OF DIRECTORSDIRECTORMAY AMEND THE

PROVISIONSPROVISIONOF THE AMENDED AND RESTATEDBYLAWSBYLAW SETTINGCHICAGOILLINOISILLINOI AS THECORPORATEHEADQUARTERSHEADQUARTERBYTHEAPPROVALOF AT

LEAST80 OFTHE WHOLE EXELON BOARDOF DIRECTORSDIRECTOR FOLLOWINGCOMPLETIONOF THE MERGER THE EXELON BOARDOF DIRECTORSDIRECTORMAY
AMEND THEPROVISIONSPROVISIONOF THE AMENDED AND RESTATEDBYLAWSBYLAW SETTINGTHEHEADQUARTERSHEADQUARTEROF THE SUBSIDIARIESSUBSIDIARIE AND DIVISIONSDIVISION OF THE

COMBINED COMPANY BYTHE APPROVALOF MAJORITYOF THEDIRECTORSDIRECTOR PRESENTAND VOTINGAT MEETINGSO LONGAS QUORUM IS

PRESENT

THE PROPOSEDARRANGEMENTDESCRIBEDABOVERELATINGTO THEHEADQUARTERSHEADQUARTEROF SUBSIDIARIESSUBSIDIARIE AND DIVISIONSDIVISION OF THECOMBINED

COMPANY COULDBE CHANGEDBYAGREEMENTOF EXELON AND PSEG PRIORTO THECOMPLETIONOFTHE MERGER IF APPROVEDBYTHE

COMPANIESCOMPANIEBOARDSBOARD OF DIRECTORSDIRECTOR HOWEVERTHEHEADQUARTERSHEADQUARTEROF PSEG PECO AND CORNED WILL REMAIN RESPECTIVELYIN

NEWARKPHILADELPHIAAND CHICAGOIN ADDITIONTHEPARTIESPARTIEEXPECTTHATTHEHEADQUARTERSHEADQUARTEROFANOTHERSIGNIFICANTBUSINESSBUSINES UNIT OF

THE COMBINED COMPANY WILL BE LOCATEDIN NEWARK AND THEHEADQUARTERSHEADQUARTEROF ANOTHERSIGNIFICANTBUSINESSBUSINES UNIT WILLBE LOCATEDIN

SOUTHEASTERNPENNSYLVANIA

INTERESTSINTEREST OFPSEGSPSEG DIRECTORSDIRECTOR AND EXECUTIVE OFFICERSOFFICER IN THE MERGER

APPOINTMENTOFDIRECTORSDIRECTOR AND EXECUTIVE OFFICERSOFFICER

WHEN THE MERGERIS COMPLETEDSIX CURRENT MEMBERSMEMBER OF THE PSEG BOARDOF DIRECTORSDIRECTOR AS DESIGNATEDBYTHE CHIEF

EXECUTIVE OFFICEROF PSEG INCLUDINGMR FERLANDWILL BE APPOINTEDTO THEEXELON BOARD OF DIRECTORSDIRECTOR THE EXELON BOARD OF

DIRECTORSDIRECTOR WILLHAVE THEAUTHORITYTO FIX THECOMPENSATIONOF THE DIRECTORSDIRECTORFORTHEIRSERVICESSERVICE AS SUCH AND DIRECTORMAY BE

SALARIEDOFFICEROFEXELON

PURSUANTTO THE SECONDAMENDMENT TO HIS EMPLOYMENTAGREEMENTAND EXELONSEXELON AMENDED AND RESTATEDBYLAWSBYLAW TO BE

ADOPTEDUPON COMPLETIONOF THE MERGER MR FERLAND WILL SERVE AS THE CHAIRMAN OF THEEXELON BOARD OFDIRECTORSDIRECTOR UNTILTHE

EARLIEROF MARCH 31 2007 AND THE DATEON WHICH HE CEASESCEASE TO BE DIRECTOROF EXELON AFTERTHE MERGERBECOMESBECOME EFFECTIVE

PURSUANTTO THE SECOND AMENDMENT TO HIS EMPLOYMENTAGREEMENTWHICH AMENDMENT DOESDOE NOT CHANGETHECOMPENSATION
PROVISIONSPROVISIONOF HIS EMPLOYMENTAGREEMENTMR FERLANDWILL CONTINUETO RECEIVE

AN ANNUALBASE SALARYNO LESSLES THANTHEANNUALBASE SALARYHE RECEIVED PRIORTO COMPLETIONOF THE MERGERWHICH

MAY AFTERCOMPLETIONOF THEMERGER BE INCREASEDBUT MAY NOT BE SUBSEQUENTLYDECREASEDAS OFAPRIL30
2005 MR FERLANDSFERLAND ANNUALBASE SALARYWAS 1080000
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TARGETANNUALINCENTIVE BONUSBONU UNDER THEMANAGEMENTINCENTIVE COMPENSATIONPLAN EQUALTO NO LESSLES THAN

100 OF HIS ANNUALBASE SALARYTHE TARGETAWARDFORWHICH MR FERLANDWAS ELIGIBLEIMMEDIATELYPRIORTO

COMPLETIONOF THEMERGERAND

TARGETLONGTERMINCENTIVE BONUSBONU UNDERTHE LONGTERMINCENTIVEPLANSPLANEQUALTO NO LESSLES THAN300 OF HIS

ANNUALBASE SALARYTHE TARGETAWARDFORWHICH MR FERLANDWAS ELIGIBLEIMMEDIATELYPRIORTO COMPLETIONOF THE

MERGER

UNDER THE SECONDAMENDMENTMR FERLANDAGREEDTO WAIVE HIS RIGHTTO RESIGNFORGOODREASON AND TO BE PAIDANY
SEVERANCE AS RESULTOF THEMERGERAND THECHANGEIN HIS RESPONSIBILITIESRESPONSIBILITIEAND AGREEDTHATTHECHANGEIN HIS RESPONSIBILITIESRESPONSIBILITIE
FOLLOWINGCOMPLETIONOF THE MERGERWILL NOT CONSTITUTEGOODREASON OR THETERMINATIONOF HIS EMPLOYMENTWITHOUTCAUSE

THE SECONDAMENDMENT FURTHERPROVIDESPROVIDETHATMR FERLAND WILL VOLUNTARILYRETIREAS AN EMPLOYEEOFEXELON AND AS MEMBER

OFTHE EXELON BOARDOF DIRECTORSDIRECTORNO LATERTHANMARCH 31 2007

IN ADDITIONTHE MERGERAGREEMENTPROVIDESPROVIDETHATTHE OFFICERSOFFICER OF EXELON IMMEDIATELYPRIORTO COMPLETIONOF THE MERGER
WILL CONTINUEAS THE OFFICERSOFFICER OF EXELON FOLLOWINGCOMPLETIONOF THE MERGERWITH SUCH SUBSTITUTIONSSUBSTITUTIONADDITIONSADDITION AND DELETIONSDELETION AS

WILL BE DETERMINEDBYTHE CHIEF EXECUTIVE OFFICEROF EXELONIN CONSULTATIONWITH THE CHIEF EXECUTIVE OFFICEROF PSEG AND

APPROVEDBYTHEEXELON BOARD OFDIRECTORSDIRECTOR

PSEG DIRECTORAND EXECUTIVE OFFICERSTOCKOPTIONSOPTIONAND EQUITYBASEDAWARDSAWARD

SUBSTITUTIONOFCURRENTPSEG STOCKOPTIONSOPTIONAND EQUITYBASEDAWARDSAWARD

UPONCOMPLETIONOF THEMERGER EACH PSEG STOCKOPTIONWHICH IS OUTSTANDINGPURSUANTTO THEPSEG 1989 2001 AND

2004 LONGTERMINCENTIVE PLANSPLAN WILL BE ASSUMED BYEXELON AND SUBSTITUTEDWITH AN OPTIONTO PURCHASETHE NUMBER OF SHARESSHARE

OFEXELON COMMON STOCKDETERMINED BYMULTIPLYING THE NUMBER OF SHARESSHARE OF PSEG COMMON STOCKSUBJECTTO SUCH PSEG

STOCKOPTIONIMMEDIATELYPRIORTO COMPLETIONOF THE MERGERBY THE EXCHANGERATIOOF 1225 AT AN EXERCISEPRICEPER SHARE

OFEXELON COMMON STOCKEQUALTO THE EXERCISEPRICEPERSHAREOFPSEG COMMON STOCKUNDERSUCHPSEG STOCKOPTION
IMMEDIATELYPRIORTO COMPLETIONOF THEMERGER DIVIDED BYTHEEXCHANGERATIO THEREAFTEREXCEPTAS PROVIDEDIN THISTHI PARAGRAPH
AND THEACCELERATEDVESTINGOF CERTAINSTOCKOPTIONSOPTIONAS DESCRIBEDBELOW EACH SUBSTITUTEDEXELON STOCKOPTIONWILL BE

EXERCISABLEON THE SAME TERMSTERM AND CONDITIONSCONDITION THATAPPLIEDBEFORETHE MERGER

UPONCOMPLETIONOF THE MERGER ALLPSEG EQUITYBASEDAWARDSAWARD WILL BE ASSUMED BYEXELON AND SUBSTITUTEDWITH RIGHT
OR AWARDWITH RESPECTTO SHARESSHARE OF EXELON COMMON STOCKON THE SAME TERMSTERM AND CONDITIONSCONDITION AS WERE APPLICABLEUNDERTHE

PSEG EQUITYBASEDAWARDINCLUDINGALLREPURCHASEAND FORFEITURERIGHTSRIGHTHELD BYPSEG THE NUMBER OF SHARESSHARE OFEXELON

COMMON STOCKISSUABLEUNDERTHOSEEQUITYBASEDAWARDSAWARD WILL BE ADJUSTEDTO TAKEINTO ACCOUNT THEEXCHANGERATIO

THE TABLEBELOW SHOWSSHOW THE NUMBER OF PSEG STOCKOPTIONSOPTIONAND EQUITYBASEDAWARDSAWARD HELD BYTHEDIRECTORSDIRECTOR AND EXECUTIVE

OFFICERSOFFICER OF PSEG AS OFAPRIL30 2005 AND THE TOTALNUMBER OF SUBSTITUTEEXELON STOCKOPTIONSOPTIONAND SUBSTITUTEEXELON EQUITY
BASED AWARDSAWARD THE DIRECTORSDIRECTORAND EXECUTIVE OFFICERSOFFICER OF PSEG

100

L2QOSETTINGSTEMPORAR 7152005



PAGE130 OF466

WILL RECEIVE IN SUBSTITUTIONFORSUCHPSEG STOCKOPTIONSOPTIONAND EQUITYBASEDAWARDSAWARD UPON COMPLETIONOF THE MERGER

SUBSTITUTE STOCK OPTIONSOPTION AND SUBSTITUTE EQUITYBASED AWARDSAWARD

PSEG EXELON

PSEG STOCK EXELON STOCK RESTRICTED RESTRICTED

OPTIONSOPTION OPTIONSOPTION SHARESSHARE SHARESSHARE

PREMERGER POSTMERGER PREMERGER POSTMERGER

EXECUTIVE OFFICER

JAMESJAME FERLAND 1566000 1918350 1098001 134505
THOMASTHOMA 506333 620257 17167 21029

RALPHIZZO 354667 434467 19667 24092
FRANK CASSIDY 693000 848925 17167 21029
ROBERTJ DOUGHERTY 618000 757050 17167 21029

EDWIN SELOVER 227000 278075 11300 13842
PATRICIA RADO 64266 78725 3933 4817
ROBERT BUSCH 365000 447125 9500 11637

TOTAL 4394266 5382974 205701 251980

INCLUDESINCLUDE 30000 SHARESSHARE OFRESTRICTEDSTOCKAWARDEDTO MR FERLANDUNDERMR SH EMPLOYMENTAGREEMENT

AS OF APRIL30 2005 THEREWERE 5796645 SHARESSHARE OF PSEG COMMON STOCKSUBJECTTO PSEG STOCKOPTIONSOPTIONWITH

WEIGHTEDAVERAGEEXERCISEPRICEOF4048 OF WHICH OPTIONSOPTIONWITH RESPECTTO 4147512 SHARESSHARE OF PSEG COMMON STOCKWERE

VESTEDAS OFTHATDATE OF THEREMAINING1649133 UNVESTEDPSEG STOCKOPTIONSOPTIONOPTIONSOPTIONWITH RESPECTTO 901596 SHARESSHARE OF

PSEG COMMON STOCKWITH WEIGHTEDAVERAGEEXERCISEPRICEOF 3655 ARE SCHEDULEDTO VEST IN ACCORDANCEWITH THEIRTENNSTENN

PRIORTO DECEMBER 31 2005 OF THE747537 BALANCEOF UNVESTEDPSEG STOCKOPTIONSOPTIONOPTIONSOPTIONWITH RESPECTTO 435429 SHARESSHARE

OFPSEG COMMON STOCKWITH WEIGHTEDAVERAGEEXERCISEPRICEOF 4279 WILL VEST AS RESULTOF THEAPPROVALBYPSEG

SHAREHOLDERSSHAREHOLDEROF THEMERGER AGREEMENTOR THECOMPLETIONOF THEMERGER

LAPSEOFRESTRICTIONSRESTRICTION ON DIRECTORRESTRICTEDSHARESSHARE

IF FOLLOWINGCONSUMMATION OF THE MERGER ANY MEMBER OF THE PSEG BOARDOF DIRECTORSDIRECTOR OTHERTHANMR FERLANDCEASESCEASE

TO BE DIRECTOROFPSEG OR EXELON AS ITS SUCCESSOR ALLRESTRICTIONSRESTRICTIONON SUCH MEMBERSMEMBER RESTRICTEDSHARESSHARE WILL IMMEDIATELYLAPSE
AND BE OF NO EFFECTAS OF JANUARY2005 THE MEMBERSMEMBER OF THEPSEG BOARDOF DIRECTORSDIRECTOR OTHERTHANMR FERLANDCOLLECTIVELY
HELD 28800 SHARESSHARE OF RESTRICTEDPSEG COMMON STOCK

ACCELERATIONOFEXECUTIVE OFFICERPSEG STOCKOPTIONSOPTIONGRANTED PURSUANT TO EMPLOYMENTAGREEMENTSAGREEMENT

EMPLOYMENTAGREEMENTSAGREEMENTWITH CERTAINEXECUTIVE OFFICERSOFFICER OF PSEG OTHERTHANMR FERLANDPROVIDEFORACCELERATED

VESTINGOF THEIRPSEG STOCKOPTIONSOPTIONGRANTEDPURSUANTTO THEEMPLOYMENTAGREEMENTSAGREEMENTIN CERTAINCIRCUMSTANCESCIRCUMSTANCE IF DURINGTHE

TERM OF THEEMPLOYMENTAGREEMENTTHEREOCCURSOCCUR CHANGEIN CONTROLOF PSEG OR THEPSEG SHAREHOLDERSSHAREHOLDERAPPROVEAN

AGREEMENTTO EFFECT CHANGEIN CONTROLOFPSEG THE EXECUTIVE SH RIGHTTO HIS PSEG STOCKOPTIONSOPTIONGRANTEDPURSUANTTO

THEAGREEMENTWILL VEST AND BECOME EXERCISABLEAS OF THEDATEOF SUCHCHANGEIN CONTROLOR APPROVALACCORDINGLYIF THE PSEG

SHAREHOLDERSSHAREHOLDERAPPROVE THE MERGERAGREEMENTWHETHEROR NOT THE MERGERIS COMPLETEDTHEOUTSTANDINGPSEG STOCKOPTIONSOPTION
SUBJECTTO THESEEMPLOYMENTAGREEMENTSAGREEMENTOTHERTHANMR FERLANDSFERLAND WHOSE OPTIONSOPTIONWILL VEST AS DESCRIBEDELSEWHEREIN THISTHI

SECTIONAND MR SH WHOSE OPTIONSOPTIONWILL VEST UPON COMPLETIONOFTHEMERGERWILL VEST
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AS OF APRIL30 2005 PSEG EXECUTIVE OFFICERSOFFICER WITH EMPLOYMENTAGREEMENTSAGREEMENTHELD OPTIONSOPTIONWITH ACCELERATEDVESTING
PROVISIONSPROVISIONTO ACQUIREAN AGGREGATEOF 450000 SHARESSHARE OFPSEG COMMON STOCKAT WEIGHTEDAVERAGEEXERCISEPRICEOF

43237 THE FOLLOWINGCHARTSETSSET FORTHAS OF APRIL30 2005 THEAGGREGATENUMBER OF STOCKOPTIONSOPTIONGRANTEDPURSUANTTO THESE

EMPLOYMENTAGREEMENTSAGREEMENTHELD BYEXECUTIVE OFFICERSOFFICER OF PSEG THATWILL BECOME EXERCISABLEUPON APPROVALOF THEMERGER

AGREEMENTBYPSEG SHAREHOLDERSSHAREHOLDEROR IN THE CASE OF MR IZZO UPON COMPLETIONOFTHEMERGERAND THEWEIGHTEDAVERAGE
EXERCISEPRICEOF THOSESTOCKOPTIONSOPTIONEACH EXECUTIVEOFFICERMAY HOLD ADDITIONALPSEG STOCKOPTIONSOPTIONTHATARE ALREADY
EXERCISABLEOR WHICH WERE NOT GRANTEDPURSUANTTO HIS EMPLOYMENTAGREEMENTAND WITH RESPECTTO WHICH VESTINGWILL NOT

ACCELERATEUPON APPROVALOF THE MERGERBYPSEG SHAREHOLDERSSHAREHOLDER SUCH PSEG STOCKOPTIONSOPTIONARE NOT REFLECTEDIN THISTHI CHART

STOCK OPTIONSOPTION SUBJECT TO ACCELERATION UNDER EMPLOYMENT AGREEMENTSAGREEMENT

NUMBER OFSTOCK WEIGHTED
OPTIONSOPTIONTO BECOME AVERAGE

EXECUTIVEOFFICER EXERCISABLE EXERCISE PRICE

THOMASTHOMA OFLYNN 100000 4585

RALPHIZZO 200000 4077

FRANK CASSIDY 50000 440625

ROBERT DOUGHERTY 50000 440625

ROBERT BUSCH 50000 4623

TOTAL 450000 43237

ACCELERATIONOFPSEG STOCK OPTIONSOPTIONAND EQUITYBASEDAWARDSAWARD UNDER LONGTERMINCENTIVE PLANSPLAN

CERTAIN EXECUTIVE OFFICERSOFFICER OFPSEG HAVE RECEIVED GRANTSGRANTOF PSEG STOCKOPTIONSOPTIONDIVIDEND EQUIVALENTSEQUIVALENTAND PERFORMANCE
UNITSUNIT UNDERSH 2001 LONGTERMINCENTIVE PLAN AND 2004 LONGTERMINCENTIVE PLAN THEVESTINGOF WHICH MAY
ACCELERATEFOLLOWINGCOMPLETIONOF THE MERGERUNDERTHE CIRCUMSTANCESCIRCUMSTANCE DESCRIBEDBELOW

2001 AND 2004 LONGTERMINCENTIVE PLANSPLAN UNDER THE TERMSTERM OFTHE 2001 LTIP IF AFTER CHANGEIN CONTROLOCCURSOCCUR THE

OFFICERSOFFICER EMPLOYMENTIS TERMINATEDALLOUTSTANDINGOPTIONSOPTIONDIVIDEND EQUIVALENTSEQUIVALENTAND PERFORMANCESHARESSHARE GRANTEDTHEREUNDER

WILL IMMEDIATELYVEST AND BECOME FULLYEXERCISABLE UNDER THETERMSTERM OF THE 2004 IP IF AN OFFICERIS TERMINATEDWITHIN

18 MONTHSMONTH FOLLOWINGCHANGEIN CONTROLOTHERTHAN TERMINATIONFORCAUSE HIS OR HER EQUITYBASEDAWARDSAWARD OTHERTHAN

STOCKOPTIONSOPTIONSTOCKAPPRECIATIONRIGHTSRIGHTAND PERFORMANCEUNITSUNIT THE TREATMENT OF WHICH IS DESCRIBEDBELOW WILL VEST THE

MERGERCONSTITUTESCONSTITUTE CHANGEIN CONTROLUNDERTHE LTIPSLTIP ACCORDINGLYIF FOLLOWINGCOMPLETIONOF THEMERGERANY OFFICEROF

PSEG IS TERMINATEDAT ANY TIME IN THE CASE OFTHE 2001 IP OR WITHIN 18 MONTHSMONTH AFTERCOMPLETIONOF THEMERGER IN THE CASE

OF THE 2004 LTIP AND ONLYIF NOT FORCAUSE HIS OR HEROPTIONSOPTIONDIVIDEND EQUIVALENTSEQUIVALENTAND PERFORMANCEUNITSUNIT UNDER THE 2001

IP WILL VEST AND HIS OR HER OTHEREQUITYBASEDAWARDSAWARD UNDER THE2004 IP WILL VEST THE FOLLOWINGCHARTSETSSET FORTHAS OF
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APRIL30 2005 THE NUMBER OF STOCKOPTIONSOPTIONGRANTEDTO EXECUTIVE OFFICERSOFFICER OF PSEG UNDERTHE 2001 IP THEVESTINGOF WHICH

WILL ACCELERATEIF SUCHEXECUTIVE IS TERMINATEDAS DESCRIBEDABOVE

2001 LTIP STOCK OPTIONSOPTION

SUBJECT TO ACCELERATION UPON TERMINATION

PSEG

EXECUTIVE OFFICER STOCK OPTIONSOPTION

JAMESJAME FERLAND 116667
THOMASTHOMA 43333

RALPHIZZO 11667
FRANK CASSIDY 93333
ROBERT DOUGHERTY 43333

EDWIN SELOVER 26667
PATRICIA RADO 8333
ROBERT BUSCH 21667

TOTAL 365000

THE 2004 IP ALSOPROVIDESPROVIDEFORTHEGRANTINGOF OTHEREQUITYBASEDAWARDSAWARD AS DESCRIBEDABOVE AS OF APRIL30 2005

HOWEVERNO SUCH AWARDSAWARD HAVE BEEN GRANTEDOTHERTHANPERFORMANCEUNITSUNIT THE TREATMENT OFWHICH IS DESCRIBEDBELOW UNDER

LONGTERMINCENTIVE PLAN PERFORMANCEUNITSUNIT

2004 LONGTENNINCENTIVE PLAN STOCKOPTIONSOPTIONAND STOCKAPPRECIATIONRIGHTSRIGHT UNDER THE TERMSTERM OFTHE 2004 LTIP

UPON CHANGEIN CONTROLALLOUTSTANDINGPSEG STOCKOPTIONSOPTIONAND STOCKAPPRECIATIONRIGHTSRIGHTGRANTEDUNDERTHE 2004 IP WILL

IMMEDIATELYVEST AND BECOME FULLYEXERCISABLE THE MERGERCONSTITUTESCONSTITUTE CHANGEIN CONTROLUNDERTHE 2004 LTIP THE

FOLLOWINGCHARTSETSSET FORTHAS OFAPRIL30 2005 THENUMBER OFPSEG STOCKOPTIONSOPTIONGRANTEDTO EXECUTIVE OFFICERSOFFICER OFPSEG

UNDERTHE 2004 IP THEVESTINGOF WHICH WILL ACCELERATEUPON COMPLETIONOF THE MERGER AS OF APRIL30 2005 NO SARSSAR

HAVE BEEN GRANTED

2004 LTIP STOCK OPTIONSOPTION SUBJECT TO ACCELERATION

PSEG

EXECUTIVEOFFICER STOCK OPTIONSOPTION

JAMESJAME FERLAND 90000

THOMASTHOMA 22000

RALPHIZZO 22000
FRANK CASSIDY 22000
ROBERT DOUGHERTY 22000

EDWIN SELOVER 14667
PATRICIA RADO 5067

ROBERT BUSCH 13333

TOTAL 211067

2004 LONGTERMINCENTIVE PLAN PERFORMANCEUNITSUNIT UNDER THE TERMSTERM OF THE 2004 LTIP IF CHANGEIN CONTROLOCCURSOCCUR

AFTERPERFORMANCEUNITSUNIT HAVE BEEN GRANTEDBUT BEFORECOMPLETIONOF THEPERFORMANCEPERIOD PRORATA PORTIONOF SUCH

PERFORMANCEAWARDWILL BECOME PAYABLEAS OF THEDATE OFTHECHANGEIN CONTROLTO THEEXTENT OTHERWISEEARNEDON THEBASISBASI OF

ACHIEVEMENT OF THEPRORATA PORTIONOF THEPERFORMANCEGOALSGOALRELATINGTO THEPORTIONOF THEPERFORMANCEPERIODCOMPLETEDAS

OFTHE DATEOF THECHANGEIN CONTROLAS OF APRIL30 2005 ALLPERFORMANCEUNITSUNIT GRANTEDUNDERTHE 2004 LTIP ARE SUBJECTTO

THREEYEARPERFORMANCEPERIODTHATEXPIRESEXPIREDECEMBER 31 2006 BASED UPON THEASSUMPTIONSASSUMPTIONDESCRIBEDIN THEFOLLOWING
PARAGRAPHPSEG CURRENTLYESTIMATESESTIMATE THATTHEAGGREGATEVALUE OF THEPAYMENTSPAYMENT TO EXECUTIVE OFFICERSOFFICER OF PSEG FOLLOWING
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COMPLETIONOF THE MERGERIN CONNECTIONWITH THE
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ACCELERATIONOF VESTINGOF OUTSTANDINGPERFORMANCESHARESSHARE UNDERTHE 2004 LTIP WILL BE APPROXIMATELY29 MILLION

THE FOLLOWINGCHARTSETSSET FORTHTHE AMOUNTSAMOUNT OF THEESTIMATEDVALUE OF THEPAYMENTSPAYMENT TO BE MADE TO EACH EXECUTIVE OFFICER

OF PSEG FOLLOWINGCOMPLETIONOF THE MERGERIN CONNECTIONWITH THE ACCELERATIONOF VESTINGOF OUTSTANDINGPERFORMANCEUNITSUNIT

ASSUMINGTHATTHE MERGERIS COMPLETEDAT THEBEGINNINGOF THE SECONDQUARTEROF 2006 AND ASSUMINGTHATEACHPSEG

PERFORMANCEUNIT HAS VALUE OF 5128 WHEN THE MERGERIS COMPLETEDBASED ON THE4186 PER SHARECLOSINGPRICEOFEXELON

COMMON STOCKON THE LASTTRADINGDAYPRECEDINGTHEANNOUNCEMENT OF THE MERGERMULTIPLIEDBYTHEEXCHANGERATIOIF THE

MERGERIS COMPLETEDAFTERSUCH TIME THE VALUE OF THEPAYMENTSPAYMENT MAY BE GREATERSINCE THE CALCULATIONUNDERTHEPLANFACTORSFACTOR IN

THELENGTHOF TIME IN THEPERFORMANCEPERIODTHATHAS ELAPSEDPRIORTO COMPLETIONOF THE MERGER THE VALUE MAY ALSOBE HIGHER
OR LOWERTHANTHESEESTIMATESESTIMATE DEPENDINGUPON THEMARKET VALUE OFEXELON COMMON STOCKWHEN THE MERGERIS COMPLETED

2004 LTIP PERFORMANCE UMTSUMT

ESTIMATEDVALUE OF

EXECUTIVEORNCER

JAMESJAME FERLAND

THOMASTHOMA OFLYNN
RALPHIZZO

FRANK CASSIDY
ROBERT DOUGHERTY

EDWIN SELOVER

PATRICIA RADO

ROBERTE BUSCH

TOTAL

AGGREGATEPAYMENT1

1245878
308664
308664
308664
308664
185198
70151

168362

2904245

ASSUMESASSUME PERFORMANCEIS AT 100 OF GOAL

SEVERANCE AGREEMENTSAGREEMENTWITH EXECUTIVE OFFICERSOFFICER

PURSUANT TO THESECOND AMENDMENT TO HIS EMPLOYMENTAGREEMENTWITH PSEG IF MR FERLANDRETIRESRETIRE AT THEEXPIRATIONOF

HIS EMPLOYMENTPERIODMARCH 31 2007 HE WILLBE PAIDTHEFOLLOWINGIN LUMPSUM OF CASHWITHIN 30 DAYSDAY OFTHE DATEOF

SUCHRETIREMENT

HIS ANNUALBASE SALARYTHROUGHTHE DATEOF RETIREMENT

PRORATA PORTIONOFHIS TARGETANNUALBONUSBONU AND

ANY ACCRUEDVACATIONPAY

IN ADDITIONALLOUTSTANDINGSTOCKOPTIONSOPTIONAND EQUITYBASEDAWARDSAWARD INCLUDINGSTOCKOPTIONSOPTIONAND EQUITYBASEDAWARDSAWARD GRANTED
FOLLOWINGCOMPLETIONOF THEMERGERWILL IMMEDIATELYVEST AND BECOME FULLYEXERCISABLE

THE EMPLOYMENTAGREEMENTSAGREEMENTOF MESSRSMESSR FERLANDOFLYNN CASSIDYDOUGHERTYIZZO AND BUSCH AND THEPSEG KEY
EXECUTIVE SEVERANCEPLAN WHICH COVERSCOVER 30 OFFICERSOFFICER INCLUDINGMS PATRICIA RADO AND ONE EXECUTIVE OFFICERMR EDWIN

SELOVERWHO DO NOT CURRENTLYHAVE INDIVIDUAL EMPLOYMENTAGREEMENTSAGREEMENTPROVIDESEVERANCE BENEFITSBENEFIT FOR TERMINATIONBY
PSEG WITHOUT CAUSE OR BYTHE EXECUTIVE OFFICERFORGOODREASON THATOCCURSOCCUR AT ANY TIME AFTER CHANGEIN CONTROLOR IN THE

CASE OFMR IZZOSIZZO EMPLOYMENTAGREEMENTAND THE SEVERANCE PLANWITHIN TWO YEARSYEAR AFTER CHANGEIN CONTROLTHE MERGER
WILL CONSTITUTE CHANGEIN CONTROLUNDERTHEAGREEMENTSAGREEMENTAND THE SEVERANCE PLAN
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SPECIFICALLYIF COVEREDEXECUTIVE OFFICERSOFFICER EMPLOYMENTWERE TERMINATEDFOLLOWINGCOMPLETIONOF THE MERGERWITHOUT

CAUSE OR THEEXECUTIVE RESIGNEDFORGOODREASON THE EXECUTIVE OFFICERWOULDBE ENTITLEDTO

THREETIMESTIME THE SUM OF HIS OR HERANNUAL SALARYAND TARGETBONUSBONU

CONTINUATIONOF WELFAREBENEFITSBENEFIT FORTHELONGEROF THREEYEARSYEAR OR THE DURATIONPROVIDEDBYTHE TERMSTERM OF THE

APPLICABLEPLANUNLESSUNLES SOONER REEMPLOYED

LUMPSUM PAYMENTEQUALTO THE DIFFERENCEOFTHE ACTUARIALEQUIVALENTOFTHE OFFICERSOFFICER BENEFITSBENEFIT UNDERALLOF

PSEGSPSEG DEFINED BENEFITRETIREMENTPLANSPLANIN WHICH THE OFFICERPARTICIPATESPARTICIPATECALCULATEDAS THOUGHTHE OFFICER

REMAINED EMPLOYEDFORTHREEYEARSYEAR BEYONDTHE DATEHIS OR HEREMPLOYMENTTERMINATESTERMINATE OVER THEACTUARIAL

EQUIVALENTOF SUCHBENEFITSBENEFIT ON THE DATEHIS OR HEREMPLOYMENTTERMINATESTERMINATEAND

GROSSUP FOREXCISE TAXESTAXE ON ANY TERMINATIONPAYMENTSPAYMENT DUE UNDERTHE INTERNALREVENUE CODE

IN ADDITIONUNDERTHE SEVERANCE PLANTHE EXECUTIVE OFFICERWOULDBE ENTITLEDTO PRORATAPORTIONOF HIS OR HERANNUAL

SALARYAND TARGETBONUSBONU ACCELERATEDVESTINGOF HIS OR HERPSEG STOCKOPTIONSOPTIONAND OTHEREQUITYBASEDAWARDSAWARD VESTINGOF ANY
COMPENSATIONPREVIOUSLYDEFERREDAND YEAROF OUTPLACEMENTSERVICESSERVICE THESE BENEFITSBENEFIT ARE ALSOPROVIDEDFORUNDERTHE

EMPLOYMENTAGREEMENTSAGREEMENTUPON TERMINATIONWITHOUTCAUSE OR THERESIGNATIONOF THE EXECUTIVE OFFICERFORGOODREASON

HOWEVERUNDERTHEEMPLOYMENTAGREEMENTSAGREEMENTTHEYARE AVAILABLE WHETHEROR NOT CHANGEIN CONTROLHAS OCCURRED

THE OTHEROFFICERSOFFICER COVEREDUNDERTHE SEVERANCE PLANINCLUDINGMS RADO WILLRECEIVE THE SAME BENEFITSBENEFIT DESCRIBEDABOVE

EXCEPTTHE AMOUNTSAMOUNT UNDER THE THREEBULLETSBULLET WILL BE TWO TIMESTIME AND TWO YEARSYEAR RATHERTHANTHREETIMESTIME AND THREEYEARSYEAR AND THEY
ARE NOT ENTITLEDTO THE EXCISE TAX GROSSUP

THE FOLLOWINGCHARTSETSSET FORTHAS OF APRIL30 2005 THE ESTIMATEDTERMINATIONPAYMENTSPAYMENT THATWOULDBE PAYABLETO EACH

EXECUTIVE IF FOLLOWINGCOMPLETIONOFTHE MERGER THE EXECUTIVESEXECUTIVE EMPLOYMENTWERE TERMINATEDWITHOUTCAUSE OR THE EXECUTIVE

RESIGNEDFORGOODREASON WITHIN THEAPPLICABLETIME FRAMESFRAME THE SALARYBONUSBONU AND INCENTIVE AWARDSAWARD FORAN EXECUTIVE MAY BE

INCREASEDFROM TIME TO TIME SUBSEQUENTTO MARCH 15 2005 INCLUDINGFOLLOWINGCOMPLETIONOF THEMERGERWHICH WOULD IN

TURN INCREASETHEAGGREGATETERMINATIONPAYMENTSPAYMENT

SEVERANCE PAYMENTSPAYMENT UPON TERMINATION FOLLOWING THE MERGER

LUMP SUM AGGREGATE
BASE SALARY RETIREMENT PLAN TERMINATION

EXECUTIVEOFFICER TARGETBONUSBONU PAYMENT PAYMENTSPAYMENT

6480000
2568000
2400000
2520000

2808000
2070000

742500
1777500

1848000
242000

33000

UNDER THE SECOND AMENDMENT TO HIS EMPLOYMENTAGREEMENTMR FERLAND AGREEDTO WAIVE HIS RIGHTTO RESIGNFORGOOD
REASON AND TO BE PAIDANY SEVERANCE AS RESULTOF THEMERGER AND THECHANGEIN HIS RESPONSIBILITIESRESPONSIBILITIEAND AGREEDTHAT

THECHANGEIN HIS RESPONSIBILITIESRESPONSIBILITIEFOLLOWINGCOMPLETIONOF THE MERGERWILL NOT CONSTITUTEGOODREASON OR THE

TERMINATIONOF HIS EMPLOYMENTWITHOUT CAUSE

MR OFLYNNSOFLYNN EMPLOYMENTAGREEMENTPROVIDESPROVIDETHATUPON COMPLETIONOFFIVE YEARSYEAR OF SERVICEWITH PSEG JULY
2006 MR OFLYNNWILLBE GRANTED15 YEARSYEAR OF PENSIONCREDITIN RESPECTOF HIS PRIORSERVICE

JAMESJAME FERLAND1
THOMASTHOMA OFLYNN2
RALPHIZZO

FRANK CASSIDY
ROBERT DOUGHERTY

EDWIN SELOVER

PATRICIA RADO3
ROBERT BUSCH

6480000
4416000
2642000
2520000

2808000
2070000

742500
1810500
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MS SH SEVERANCE PAYMENTSPAYMENT ARE 2X BASE SALARYTARGETBONUSBONU

105

LE 7152005



PAGE138 OF466

UNDER THE SECONDAMENDMENT TO MR FERLANDSFERLAND EMPLOYMENTAGREEMENTCAUSE IS DEFINED AS ANY OF THEFOLLOWING

THE WILLFULAND CONTINUEDFAILUREBYMR FERLAND TO SUBSTANTIALLYPERFORMHIS DUTIESDUTIE UNDER THEAGREEMENT

THE WILLFULENGAGINGBYMR FERLAND IN GROSSGROS MISCONDUCT WHICH IS MATERIALLYAND DEMONSTRABLYINJURIOUSINJURIOUTO

PSEG OR

THECONVICTION OF MR FERLANDOF FELONY

AND FOLLOWINGCHANGEIN CONTROLGOODREASON IS DEFINED AS ANY OF THEFOLLOWING

ANY REDUCTIONIN HIS ANNUALBASE SALARYTARGETANNUALBONUSBONU TARGETLONGTERMINCENTIVEOR RETIREMENTBENEFIT

THEFAILUREOF THEPSEG BOARDOF DIRECTORSDIRECTOR OREXELON BOARD OFDIRECTORSDIRECTOR FOLLOWINGCOMPLETIONOF THEMERGER
TO NOMINATE MR FERLANDFORREELECTIONTO THE PSEG BOARD OFDIRECTORSDIRECTOR OR THE EXELON BOARDOF DIRECTORSDIRECTOR

FOLLOWINGCOMPLETIONOFTHEMERGERAT ANY ANNUALMEETINGDURINGTHETERM OF HIS EMPLOYMENTAGREEMENTAT

WHICH HIS TERM IS SCHEDULEDTO EXPIREAND IF ELECTED DIRECTORTO ELECTMR FERLAND AS CHAIRMAN OF THEPSEG

BOARDOF DIRECTORSDIRECTOR OR THEEXELON BOARDOF DIRECTORSDIRECTOR FOLLOWINGCOMPLETIONOF THEMERGER

ANY REQUIREMENTTHATMR FERLANDSFERLAND SERVICEBE RENDEREDPRIMARILYAT LOCATIONOR LOCATIONSLOCATION OTHERTHANIN NEW

JERSEY

ANY PURPORTEDTERMINATIONOF MR FERLANDSFERLAND EMPLOYMENTFOR REASON OR IN MANNER NOT EXPRESSLYPERMITTEDBY
HIS EMPLOYMENTAGREEMENT

ANY FAILUREBYPSEG TO REQUIRESUCCESSOR TO EXPRESSLYASSUME AND AGREETO PERFORMUNDERTHEEMPLOYMENT
AGREEMENTOR

ANY OTHERMATERIALBREACHOF THEEMPLOYMENTAGREEMENTBYPSEG THATEITHERIS NOT TAKENIN GOODFAITHOR EVEN

IF TAKEN IN GOODFAITHIS NOT REMEDIED BYPSEG PROMPTLYAFTERRECEIPTOFNOTICETHEREOFFROM MR FERLAND

UNDER MR OFLYNNSOFLYNN EMPLOYMENTAGREEMENTCAUSE IS DEFINED AS ANY OF THEFOLLOWING

THE WILLFULAND CONTINUEDFAILUREBYMR OFLYNNTO SUBSTANTIALLYPERFORMHIS DUTIESDUTIE UNDERTHEAGREEMENT

THE WILLFULENGAGINGBYMR OFLYNNIN GROSSGROS MISCONDUCT WHICH IS MATERIALLYAND DEMONSTRABLYINJURIOUSINJURIOUTO

PSEG OR

THE CONVICTION OF MR OFLYNNOF FELONY

AND GOODREASON IS DEFINED AS ANY OF THEFOLLOWING

ANY REDUCTIONIN HIS ANNUALBASE SALARYTARGETANNUALINCENTIVETARGETLONGTERMINCENTIVEOR RETIREMENT

BENEFIT

ANY ADVERSECHANGEIN HIS TITLEAUTHORITYDUTIESDUTIE RESPONSIBILITIESRESPONSIBILITIEAND REPORTINGLINESLINE OR THEASSIGNMENTTO HIM

OF ANY DUTIESDUTIE OR RESPONSIBILITIESRESPONSIBILITIEINCONSISTENTIN ANY RESPECTWITH THOSECUSTOMARILYASSOCIATEDWITH THEPOSITION
OF THE CHIEF FINANCIALOFFICER

ANY REQUIREMENTTHATHE MOVE HIS PRINCIPALPLACEOF EMPLOYMENTMORE THAN50 MILESMILE FROMNEWARK NEW

JERSEY

TERMINATIONOF HIS EMPLOYMENTAGREEMENTAT THEEXPIRATIONOF ITSTERM AS RESULTOF PSEG NOT RENEWINGTHE

EMPLOYMENTAGREEMENT
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ANY PURPORTEDTERMINATIONOF HIS EMPLOYMENTBYPSEG FOR REASON OR IN MANNER NOT EXPRESSLYPERMITTEDBY
HIS EMPLOYMENTAGREEMENT

ANY FAILUREBYPSEG TO REQUIRESUCCESSOR TO EXPRESSLYASSUME AND AGREETO PERFORMUNDERTHEEMPLOYMENT
AGREEMENTOR

ANY OTHERMATERIALBREACHOF THEEMPLOYMENTAGREEMENTBYPSEG THATEITHERIS NOT TAKENIN GOODFAITHOR EVEN

IF TAKENIN GOODFAITHIS NOT REMEDIED BYPSEG PROMPTLYAFTERRECEIPTOFNOTICETHEREOFFROM HIM

CAUSE UNDERTHE OTHEREMPLOYMENTAGREEMENTSAGREEMENTAND UNDERTHE SEVERANCE PLANIS DEFINED AS

THE WILLFULAND CONTINUEDFAILUREBYTHE EXECUTIVE OFFICERTO SUBSTANTIALLYPERFORMHIS DUTIESDUTIE UNDERTHE

AGREEMENT

THE WILLFULENGAGINGBYTHEEXECUTIVE OFFICERIN GROSSGROS MISCONDUCT WHICH IS MATERIALLYAND DEMONSTRABLY
INJURIOUSINJURIOUTO PSEG OR

THE CONVICTION OF THE EXECUTIVEOFFICEROF FELONY

IN ADDITIONUNDERMR IZZOSIZZO EMPLOYMENTAGREEMENTAND THE SEVERANCE PLAN CAUSE FURTHERINCLUDESINCLUDE THE WILLFULCONDUCTBY
THE EXECUTIVE OFFICERIN VIOLATIONOFPSEGSPSEG STANDARDSSTANDARD OF INTEGRITY

GOOD REASON UNDERTHE OTHEREMPLOYMENTAGREEMENTSAGREEMENTAND THE SEVERANCE PLANIS DEFINED AS

ANY REDUCTIONIN THE EXECUTIVEOFFICERSOFFICER ANNUAL BASE SALARYTARGETANNUALINCENTIVETARGETLONGTERMINCENTIVE

BELOW THE MARKET NORM OR RETIREMENTBENEFITEXCEPTIN THE CASE OF MR IZZO ANY REDUCTIONIN THETARGET
ANNUALINCENTIVE OR TARGETLONGTERMINCENTIVE THATAPPLIESAPPLIETO ALLSIMILARLYSITUATEDEXECUTIVESEXECUTIVE

ANY ADVERSECHANGEIN THEEXECUTIVE OFFICERSOFFICER TITLEAUTHORITYDUTIESDUTIE RESPONSIBILITIESRESPONSIBILITIEAND REPORTINGLINESLINE OR THE

ASSIGNMENTTO HIM OR HER OFANY DUTIESDUTIE OR RESPONSIBILITIESRESPONSIBILITIEINCONSISTENTWITH THOSECUSTOMARILYASSOCIATEDWITH

THEPOSITIONOF SUCH OFFICER

ANY FAILUREBYPSEG TO REQUIRESUCCESSOR TO EXPRESSLYASSUME AND AGREETO PERFORMUNDERTHEEMPLOYMENT
AGREEMENTOR THEPLANOR

ANY OTHERMATERIALBREACHOF THEEMPLOYMENTAGREEMENTOR THEPLANBYPSEG THATEITHERIS NOT TAKEN IN GOOD
FAITHOR EVEN IF TAKENIN GOODFAITHIS NOT REMEDIED BYPSEG PROMPTLYAFTERRECEIPTOF NOTICETHEREOFFROM THE

EXECUTIVE OFFICER

IN ADDITION UNDERTHEEMPLOYMENTAGREEMENTSAGREEMENTGOODREASON INCLUDESINCLUDE ANY PURPORTEDTERMINATIONOF THE EXECUTIVEOFFICERSOFFICER

EMPLOYMENTBYPSEG FOR REASON OR IN MANNER NOT EXPRESSLYPERMITTEDBYHIS EMPLOYMENTAGREEMENT

RETENTION PROGRAM

IN CONNECTIONWITH THE EXECUTIONOF THE MERGERAGREEMENTPSEG ADOPTEDRETENTIONPROGRAMFORKEYEMPLOYEESEMPLOYEEOF

PUBLIC SERVICE ENTERPRISEGROUPINCORPORATEDTHE PROGRAMPROVIDESPROVIDEFORPAYMENTSPAYMENT TO BE MADE TO CERTAINOFFICERSOFFICER AND KEY
EMPLOYEESEMPLOYEEOF PSEG WHO REMAIN EMPLOYEDFROM THEDATE OFTHE MERGER AGREEMENTTHROUGHTHE DATETHATIS 90 DAYSDAY AFTER

COMPLETIONOF THE MERGER SUBJECTTO AN AGGREGATELIMIT OF 10 MILLION UNDER THE PROGRAM THEORGANIZATIONAND

COMPENSATIONCOMMITTEE OF THEPSEG BOARDOF DIRECTORSDIRECTOR WILL SELECTANY OFFICERSOFFICER THATMAY RECEIVE RETENTIONPAYMENTSPAYMENT UNDER

THEPROGRAM THE COMMITTEE WILL DETERMINE THE AMOUNT OF EACH OFFICERSOFFICER RETENTIONPAYMENTTHE AMOUNT OF AN OFFICERSOFFICER

RETENTIONPAYMENTMAY NOT BE LESSLES THAN40 OR MORE THAN 150 OF HIS OR HER ANNUALBASE SALARYPSEG CURRENTLYDOESDOE NOT

INTEND TO GRANTAWARDSAWARD TO ANY OFFICERSOFFICER UNDERTHE PROGRAM

107

LE 7152005



PAGE141 OF 466

DIRECTORSDIRECTOR AND EXECUTIVE OFFICERSOFFICERIFICATI AND INSURANCE

IFICATI AND INSURANCE SUBJECTTO APPLICABLELAWSLAW EXELON HAS AGREEDTHATAFTERCOMPLETIONOF THEMERGER

ALLRIGHTSRIGHTOF CURRENT OR FORMERDIRECTORSDIRECTOROFFICERSOFFICEREMPLOYEESEMPLOYEEAGENTSAGENTOR FIDUCIARIESFIDUCIARIE UNDERBENEFITPLANSPLANCURRENTLY
INDEMNIFIED BYPSEG OR ITS SUBSIDIARIESSUBSIDIARIE WILL SURVIVE

ANY SUCHPERSONWHO BECOMESBECOME DIRECTOROFFICEREMPLOYEEOR FIDUCIARYUNDER BENEFITPLANOFEXELON WILL BE

ENTITLEDTO THE INDEMNITYRIGHTSRIGHTAND PROTECTIONSPROTECTIONAFFORDEDTO EXELONSEXELON DIRECTORSDIRECTOROFFICERSOFFICEREMPLOYEESEMPLOYEEAND

FIDUCIARIESFIDUCIARIE UNDER BENEFITPLANSPLAN

IT WILL ADVANCE EXPENSESEXPENSE SO LONGAS SUCHPERSONHAS PROVIDEDAN UNDERTAKINGTO REPAY SUCHADVANCESADVANCE IF IT IS

ULTIMATELYDETERMINEDTHATSUCH EXPENSESEXPENSE CANNOT BE REIMBURSEDAND

FOR PERIODOF SIX YEARSYEAR FOLLOWINGCONSUMMATION OFTHE MERGER IT WILL MAINTAIN OFFICERSOFFICER AND DIRECTORSDIRECTOR

LIABILITYINSURANCEAT LEASTAS FAVORABLEAS SH EXISTINGINSURANCESO LONGAS THE ANNUALPREMIUMFORTHE

INSURANCEDOESDOE NOT EXCEED 200 OF THE LASTANNUALPREMIUMTHATPSEG PAIDPRIORTO THE DATEOF THE MERGER

AGREEMENTIF THE ANNUALPREMIUMOF PSEGSPSEG EXISTINGINSURANCEPOLICYEXCEEDSEXCEED THE200 LIMITATIONEXELON

WILL MAINTAIN THE MAXIMUM AMOUNT OF COVERAGEUNDER POLICYHAVINGTHE SAME DEDUCTIBLEAS IS AVAILABLE FOR

SUCH 200 OFSH CURRENT ANNUALPREMIUM

CERTAIN RELATIONSHIPSRELATIONSHIPBETWEEN EXELON AND PSEG OPERATINGSERVICESSERVICE CONTRACT

PSEG NUCLEARAND EXELON GENERATIONJOINTLYOWN THE SALEM AND PEACH BOTTOM NUCLEARGENERATIONSTATIONSSTATION UNDER THE

SALEM COOWNERSCOOWNER AGREEMENTDATEDNOVEMBER 24 1971 AS AMENDEDEXELON GENERATIONOWNSOWN 4259 AND PSEG NUCLEAR

OWNSOWN 5741 OF SALEM UNITSUNIT AND PSEG NUCLEAR IS RESPONSIBLEFOROPERATIONOF THE SALEM UNITSUNIT EXELON GENERATION

AND PSEG NUCLEAREACH OWN 50 OF THEPEACH BOTTOM UNITSUNIT EXELON GENERATION IS RESPONSIBLEFOROPERATIONOF THE PEACH

BOTTOM UNITSUNIT

CONCURRENTLYWITH THEEXECUTION OF THEMERGER AGREEMENTBYEXELON AND PSEG EXELON GENERATIONAND PSEG NUCLEAR

ENTEREDINTO AN OPERATINGSERVICESSERVICE CONTRACT RELATINGTO THEPROVISIONOFOPERATINGSERVICESSERVICE BYEXELON GENERATIONIN RESPECTOF

PSEG NUCLEARSNUCLEAR SALEM AND HOPECREEK NUCLEARGENERATINGFACILITIESFACILITIE THE OPERATINGSERVICESSERVICE CONTRACT PROVIDESPROVIDETHATEXELON

GENERATIONWILL PROVIDECHIEF NUCLEAROFFICERAND OTHERKEYPERSONNELTO OVERSEE DAILYPLANTOPERATIONSOPERATIONAT THEHOPECREEK

AND SALEM NUCLEARGENERATINGFACILITIESFACILITIE AND TO IMPLEMENTTHE EXELON NUCLEARMANAGEMENTMODEL WHICH DEFINESDEFINE PRACTICESPRACTICE
THATEXELON HAS USED TO MANAGE ITS OWN NUCLEARPERFORMANCEIMPROVEMENTPROGRAM UNTIL COMPLETIONOF THE MERGER PSEG

NUCLEAR WILL CONTINUEAS THE LICENSEHOLDERWITH EXCLUSIVELEGALAUTHORITYTO OPERATEAND MAINTAIN THEFACILITIESFACILITIE WILLRETAIN

RESPONSIBILITYFORMANAGEMENTOVERSIGHTAND WILL HAVE FULLAUTHORITYWITH RESPECTTO THEMARKETINGOF ITSSHAREOF THEOUTPUT
FROMTHE NUCLEARGENERATINGFACILITIESFACILITIE EXELON GENERATIONWILL BE ENTITLEDTO RECEIVEREIMBURSEMENT OF ITSCOSTSCOST IN DISCHARGING
ITSOBLIGATIONSOBLIGATIONAN ANNUALOPERATINGSERVICESSERVICE FEE AND INCENTIVE FEESFEE BASED ON ATTAINMENTOF GOALSGOALRELATINGTO SAFETYCAPACITY
FACTORSFACTOR OF THEPLANTSPLANTAND OPERATIONAND MAINTENANCE EXPENSESEXPENSE THE OPERATINGSERVICESSERVICE CONTRACTHAS TERM OF TWO YEARSYEAR

SUBJECTTO EARLIERTERMINATIONIN CERTAINEVENTSEVENT UPON PRIORNOTICEINCLUDINGANY TERMINATIONOF THE MERGERAGREEMENTIN THE

EVENT OFTERMINATIONEXELON GENERATIONWILL CONTINUETO PROVIDESERVICESSERVICE UNDERTHEOPERATINGSERVICESSERVICE CONTRACTFOR

TRANSITIONPERIODOFAT LEAST180 DAYSDAY AND UP TO TWO YEARSYEAR AT THE ELECTIONOF PSEG NUCLEAR THISTHI PERIODMAY BE FURTHER

EXTENDEDBYPSEG NUCLEAR FORUP TO AN ADDITIONAL 12 MONTHSMONTH IF PSEG NUCLEAR DETERMINESDETERMINE THATADDITIONALTIME IS NECESSARYTO

COMPLETEREQUIREDACTIVITIESACTIVITIE DURINGTHETRANSITIONPERIOD

THE FOREGOINGDESCRIPTIONOF THEOPERATINGSERVICESSERVICE CONTRACT IS QUALIFIEDIN ITSENTIRETYBYREFERENCETO THE FULLTEXT OF THE

OPERATINGSERVICESSERVICE CONTRACT WHICH IS FILED AS AN EXHIBIT TO SH CURRENTREPORTON FORM 8K FILED WITH THE SEC ON

DECEMBER 21 2004
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