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ACCOUNTINGTREATMENT

THE MERGERWILL BE ACCOUNTEDFORAS PURCHASEBYEXELON UNDERACCOUNTINGPRINCIPLESPRINCIPLEGENERALLYACCEPTEDIN THEUNITED

STATESSTATE UNDER THEPURCHASEMETHOD OF ACCOUNTINGTHE ASSETSASSET AND LIABILITIESLIABILITIE OF PSEG WILL BE RECORDEDAS OFCOMPLETIONOF THE

MERGER AT THEIRRESPECTIVEFAIR VALUESVALUE AND ADDED TO THOSEOF EXELON THE REPORTEDFINANCIALCONDITION AND RESULTSRESULTOF OPERATIONSOPERATION
OF EXELON ISSUEDAFTERCOMPLETIONOF THE MERGERWILL REFLECTPSEGSPSEG BALANCESBALANCE AND RESULTSRESULT AFTERCOMPLETIONOF THEMERGER BUT

WILL NOT BE RESTATEDRETROACTIVELYTO REFLECTTHEHISTORICALFINANCIALPOSITIONOR RESULTSRESULT OF OPERATIONSOPERATIONOF PSEG FOLLOWING
COMPLETIONOF THEMERGER THEEARNINGSEARNINGOF THECOMBINED COMPANY WILL REFLECTPURCHASEACCOUNTINGADJUSTMENTSADJUSTMENTINCLUDING
INCREASEDAMORTIZATIONAND DEPRECIATIONEXPENSEFORACQUIREDASSETSASSET

MATERIAL UNITED STATESSTATE FEDERAL INCOME TAX CONSEQUENCESCONSEQUENCEOF THEMERGER

GENERAL THE FOLLOWINGDISCUSSION ADDRESSESADDRESSE THE MATERIALUNITED STATESSTATE FEDERALINCOME TAX CONSEQUENCESCONSEQUENCE OF THE

EXCHANGEOF SHARESSHARE OF PSEG COMMON STOCKFORSHARESSHARE OF EXELON COMMON STOCKPURSUANTTO THE MERGER THISTHI DISCUSSION
INSOFARAS IT RELATESRELATE TO UNITED STATESSTATE FEDERALINCOME TAX LAW AND LEGALCONCLUSIONSCONCLUSION WITH RESPECTTHERETOREPRESENTSREPRESENTTHEOPINION
OF EACH OF SIDLEYAUSTIN BROWN WOOD LLP LEGALCOUNSELTO EXELON AND PILLSBURYWINTHROPSHAW PITTMAN LLP LEGAL
COUNSELTO PSEG THE OPINIONSOPINIONOF COUNSELARE BASED IN PARTUPON CUSTOMARYWRITTENFACTUALREPRESENTATIONSREPRESENTATIONRECEIVEDFROM

EXELON AND PSEG WHICH FACTUALREPRESENTATIONSREPRESENTATIONCOUNSELHAS ASSUMED TO BE TRUE AND CORRECT

THE FOLLOWINGDISCUSSION IS NOT BINDINGON THE IRS IT IS BASED ON THE INTERNALREVENUE CODE APPLICABLEUNITED STATESSTATE

TREASURYREGULATIONSREGULATIONADMINISTRATIVE INTERPRETATIONSINTERPRETATIONAND COURT DECISIONSDECISION EACH AS IN EFFECTAS OF THE DATEOF THISTHI JOINTPROXY

LPROSPECTU AND ALLOF WHICH ARE SUBJECTTO CHANGEPOSSIBLYWITH RETROACTIVEEFFECTTHE TAX CONSEQUENCESCONSEQUENCE UNDER

FOREIGNLAWSLAW UNITED STATESSTATE STATE AND LOCALLAWSLAW AND UNITED STATESSTATE FEDERALLAWSLAW OTHERTHANUNITED STATESSTATE FEDERALINCOME TAX

LAWSLAW ARE NOT ADDRESSED

THISTHI DISCUSSIONADDRESSESADDRESSE ONLYTHOSEHOLDERSHOLDER OF SHARESSHARE OF PSEG COMMON STOCKTHATHOLDTHEIRSHARESSHARE AS CAPITALASSETSASSET

AND DOESDOE NOT ADDRESSADDRES ALLASPECTSASPECTOF UNITED STATESSTATE FEDERALINCOME TAXATIONTHATMIGHTBE RELEVANTTO HOLDEROF SHARESSHARE OFPSEG

COMMON STOCKIN LIGHTOF THATSHAREHOLDERSSHAREHOLDERPARTICULARCIRCUMSTANCESCIRCUMSTANCE OR TO SHAREHOLDERSUBJECTTO SPECIALRULESRULE SUCHAS

SHAREHOLDERTHATIS NOT CITIZEN OR RESIDENTOF THE UNITED STATESSTATE FORUNITED STATESSTATE FEDERALINCOME TAX PURPOSESPURPOSE
AND OTHERWISENOT UNITED STATESSTATE PERSONFORUNITED STATESSTATE FEDERALINCOME TAX PURPOSESPURPOSE

FINANCIALINSTITUTIONOR INSURANCECOMPANY

MUTUAL FUND

TAXEXEMPTORGANIZATION

BROKEROR DEALERIN SECURITIESSECURITIE OR FOREIGNCURRENCIESCURRENCIE

TRADERIN SECURITIESSECURITIE THATELECTSELECT TO APPLY MARKTOMARKET METHOD OF ACCOUNTING

SHAREHOLDERTHATHOLDSHOLD ITSPSEG COMMON STOCKAS PARTOF HEDGEAPPRECIATEDFINANCIAL POSITIONSTRADDLEOR

CONVERSIONTRANSACTIONOR

SHAREHOLDERTHATACQUIREDITSPSEG COMMON STOCKPURSUANTTO THE EXERCISEOF OPTIONSOPTIONOR OTHERWISEAS

COMPENSATION

IF PARTNERSHIPHOLDSHOLD SHARESSHARE OF PSEG COMMON STOCKTHEUNITED STATESSTATE FEDERALINCOME TAX TREATMENT OF PARTNER
GENERALLYWILL DEPENDON THE STATUSSTATU OF THEPARTNERAND THE ACTIVITIESACTIVITIE OFTHE
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PARTNERSHIPPARTNERSPARTNER OF PARTNERSHIPTHATHOLDSHOLD SHARESSHARE OF PSEG COMMON STOCKSHOULDCONSULTTHEIRTAX ADVISORSADVISOR

HOLDERSHOLDER OF SHARESSHARE OFPSEG COMMON STOCKARE URGEDTO CONSULTTHEIRTAX ADVISORSADVISOR AS TO THESPECIFICTAX CONSEQUENCESCONSEQUENCE TO

THEM OFTHE MERGER INCLUDINGTHEAPPLICABILITYAND EFFECTOF FEDERALSTATELOCALAND FOREIGNINCOME AND OTHERTAX LAWSLAW IN

LIGHTOF THEIRPARTICULARCIRCUMSTANCESCIRCUMSTANCE

UNITED STATESSTATE FEDERAL INCOME TAX CONSEQUENCESCONSEQUENCEOFTHEMERGER EACH OF SIDLEYAUSTIN BROWN WOOD LLP LEGAL
COUNSELTO EXELON AND PILLSBURYWINTHROPSHAW PITTMAN LLP LEGALCOUNSELTO PSEG HAS DELIVEREDITSOPINIONWHICH

PROVIDESPROVIDETHATTHEMERGERWILL BE TREATEDFORUNITED STATESSTATE FEDERALINCOME TAX PURPOSESPURPOSE AS WITHIN THE

MEANINGOF SECTION 368A OF THE INTERNALREVENUE CODE AND THATEACH OF EXELON AND PSEG WILLBE PARTYTO THE

REORGANIZATIONWITHIN THEMEANINGOF SECTION 368B OF THE INTERNALREVENUE CODE ASSUMINGTHATTHEFOREGOINGOPINIONSOPINIONARE

CORRECTTHEFOLLOWINGARE THE MATERIALUNITED STATESSTATE FEDERALINCOME TAX CONSEQUENCESCONSEQUENCE OF THEEXCHANGEOFSHARESSHARE OFPSEG

COMMON STOCKPURSUANTTO THEMERGER

HOLDEROF SHARESSHARE OFPSEG COMMON STOCKWILL NOT RECOGNIZEANY GAINOR LOSSLOS UPON THEEXCHANGEOFTHE

HOLDERSHOLDER SHARESSHARE OFPSEG COMMON STOCKFORSHARESSHARE OF EXELON COMMON STOCKPURSUANTTO THE MERGER EXCEPTTHAT

GAINOR LOSSLOS WILL BE RECOGNIZEDON THERECEIPTOF CASHIN LIEU OF FRACTIONALSHAREOFEXELON COMMON STOCK

HOLDEROF SHARESSHARE OF PSEG COMMON STOCKWILL HAVE TAX BASISBASI IN THE SHARESSHARE OF EXELON COMMON STOCK

RECEIVED PURSUANTTO THE MERGEREQUALTO THE TAX BASISBASI OF THE SHARESSHARE OF PSEG COMMON STOCKSURRENDEREDBYTHE

SHAREHOLDERPURSUANTTO THE MERGER REDUCEDBYANY TAX BASISBASI OF THE SHARESSHARE OF PSEG COMMON STOCK

SURRENDEREDPURSUANTTO THEMERGERTHATIS ALLOCABLETO FRACTIONALSHAREOF EXELON COMMON STOCKFORWHICH

CASH IS RECEIVED

THEHOLDINGPERIODFORSHARESSHARE OF EXELON COMMON STOCKRECEIVED IN EXCHANGEFORSHARESSHARE OFPSEG COMMON

STOCKPURSUANTTO THEMERGERWILL INCLUDE THEHOLDINGPERIODFORTHE SHARESSHARE OFPSEG COMMON STOCK

SURRENDEREDIN EXCHANGEFORSHARESSHARE OFEXELON COMMON STOCKAND

TO THE EXTENT THAT HOLDEROF SHARESSHARE OFPSEG COMMON STOCKRECEIVESRECEIVE CASHIN LIEU OF FRACTIONALSHAREOF

EXELON COMMON STOCKTHE SHAREHOLDERWILL BE REQUIREDTO RECOGNIZEGAINOR LOSSLOS EQUALTO THE DIFFERENCE

BETWEEN THE AMOUNT OF CASHRECEIVED AND THE TAX BASISBASI OF THE SHARESSHARE OFPSEG COMMON STOCK

SURRENDEREDPURSUANTTO THE MERGERTHATIS ALLOCABLETO THE FRACTIONALSHAREOF EXELON COMMON STOCKFORWHICH

CASH IS RECEIVED THISTHI GAINOR LOSSLOS WILL BE CAPITALGAINOR LOSSLOS AND WILL BE LONGTERMCAPITALGAINOR LOSSLOS IF THE

HOLDINGPERIODFORTHE PSEG COMMON STOCKEXCHANGEDFORTHEFRACTIONALSHAREOFEXELON COMMON STOCKIS

MORE THAN ONE YEAR AT THECOMPLETIONOFTHE MERGER

IT IS CONDITIONTO THEOBLIGATIONOF EACH OFEXELON AND PSEG TO COMPLETETHE MERGERTHATAT THECLOSINGOF THE MERGER
IT RECEIVE SEPARATEOPINIONOF SIDLEYAUSTIN BROWN WOOD LLP LEGALCOUNSELTO EXELON AND PILLSBURYWINTHROPSHAW

PITTMAN LLP LEGALCOUNSELTO PSEG RESPECTIVELYOR IN EITHERCASE ANOTHERLAW FIRM OF NATIONALSTANDINGSUBSTANTIALLYTO

THE SAME EFFECTAS THEOPINIONSOPINIONDESCRIBEDABOVE NEITHER EXELON NOR PSEG INTENDSINTEND TO WAIVE THISTHI CONDITION

EACH OFTHEOPINIONSOPINIONDESCRIBEDABOVE IS OR WILL BE BASED IN PARTON CUSTOMARYASSUMPTIONSASSUMPTIONAND REPRESENTATIONSREPRESENTATIONTHAT

HAVE BEEN OR WILL BE RECEIVED FROM EXELON AND PSEG INCLUDINGTHOSECONTAINEDIN THE MERGERAGREEMENTAND IN CERTIFICATESCERTIFICATE

OF OFFICERSOFFICER OF EXELON AND PSEG EACH OF WHICH MUST BE ACCURATE AS OFTHE EFFECTIVETIME OF THEMERGER IF ANY OF THOSE

ASSUMPTIONSASSUMPTIONOR REPRESENTATIONSREPRESENTATIONIS INACCURATEAS OFTHE EFFECTIVETIME OF THE MERGER THE TAX CONSEQUENCESCONSEQUENCE OF THE MERGERCOULD

DIFFERMATERIALLYFROM THOSEDESCRIBED IN THISTHI JOINTPROXY STATEMENTPROSPECTUSSTATEMENTPROSPECTU

OPINIONSOPINIONOF COUNSELNEITHERBIND THE IRS OR ANY COURT NOR PRECLUDETHE FROM ADOPTINGCONTRARYPOSITIONNO RULING
HAS BEEN OR WILL BE SOUGHTFROM THE IRS ON THETAX CONSEQUENCESCONSEQUENCE OF THE

110

LE 7152005



PAGE144 OF 466

MERGER AND NO ASSURANCE CAN BE GIVENTHATTHE WILL NOT TAKE OR THAT COURT WILL NOT SUSTAIN POSITIONCONTRARYTO ANY OF

THE TAX CONSEQUENCESCONSEQUENCE SET FORTHABOVE

THISTHI DISCUSSIONDOESDOE NOT ADDRESSADDRES TAX CONSEQUENCESCONSEQUENCE THATMAY VARY WITH OR ARE CONTINGENTON INDIVIDUAL CIRCUMSTANCESCIRCUMSTANCE IN

ADDITIONIT DOESDOE NOT ADDRESSADDRES ANY NONINCOME TAX OR ANY FOREIGNSTATE OR LOCALTAX CONSEQUENCESCONSEQUENCE OF THEMERGER ACCORDINGLY
WE URGE EACH HOLDER OF SHARESSHARE OFPSEG COMMON STOCKTO CONSULTTHE HOLDERSHOLDER TAX ADVISOR TO DETERMINE THE PARTICULAR
FEDERALSTATELOCALOR FOREIGNINCOME OR OTHERTAX CONSEQUENCESCONSEQUENCE OF THE MERGER TO THAT SHAREHOLDER

REGULATORYMATTERSMATTER RELATINGTO THEMERGER

GENERAL

TO COMPLETETHEMERGER WE NEED TO OBTAIN APPROVALSAPPROVALOR CONSENTSCONSENT FROM OR MAKE FILINGSFILINGWITH NUMBER OF UNITED STATESSTATE

FEDERALAND STATEPUBLICUTILITYANTITRUSTAND OTHERREGULATORYAUTHORITIESAUTHORITIE AS WELL AS AUTHORITIESAUTHORITIE IN VARIOUSVARIOU FOREIGNJURISDICTIONSJURISDICTION
THE MATERIALUNITED STATESSTATE FEDERALAND STATEAPPROVALSAPPROVALCONSENTSCONSENT AND FILINGSFILINGARE DESCRIBEDBELOW ADDITIONAL APPROVALSAPPROVAL
INCLUDINGTHEAPPROVALOF VARIOUSVARIOU FOREIGNGOVERNMENTALAUTHORITIESAUTHORITIE WHICH MAY BE REQUIREDIN CONNECTIONWITH THE INDIRECT

TRANSFEROFPSEG GLOBALMAY BE REQUIREDTO COMPLETETHEMERGER WE HAVE ALSOMADE IT CONDITIONTO EACH PARTYSPARTY
OBLIGATIONTO COMPLETETHE MERGERTHATCERTAINORDERSORDER OR APPROVALSAPPROVALNOT REQUIREDBYLAW ARE OBTAINED THESE APPROVALSAPPROVALARE

COLLECTIVELYREFERREDTO IN THISTHI JOINTPROXY LPROSPECTU AS THEREQUIREDSTATUTORYAPPROVALSAPPROVAL

IT IS CONDITION TO CONSUMMATION OFTHE MERGERTHATFINALORDERSORDER ARE OBTAINED FORTHESEAPPROVALSAPPROVALAND THATSUCH ORDERSORDER

DO NOT CONSTITUTEBURDENSOME ORDERSORDER SEE THE MERGERAGREEMENTCOVENANTSAGREEMENTCOVENANTFOR DESCRIPTIONOF THESETERMSTERM THE

MERGERAGREEMENTPROVIDESPROVIDEFOR REGULATORYAPPROVALTEAM TO FORMULATETHEAPPROACHWITH RESPECTTO OBTAININGTHESE

APPROVALSAPPROVALTHE COMPOSITIONAND AUTHORITYOF THEREGULATORYAPPROVALTEAM IS DESCRIBEDIN GREATERDETAILUNDERTHE MERGER
AGREEMENTCOVENANTSAGREEMENTCOVENANT

WHILE WE BELIEVE THATWE WILL RECEIVE THEREQUIREDSTATUTORYAPPROVALSAPPROVALAND OTHERCLEARANCESCLEARANCE FORTHEMERGER THERECAN BE

NO ASSURANCE AS TO THETIMINGOF THESEAPPROVALSAPPROVALAND CLEARANCESCLEARANCE OR OUR ABILITYTO OBTAINTHESEAPPROVALSAPPROVALAND CLEARANCESCLEARANCE ON

SATISFACTORYTERMSTERM OR OTHERWISE THERE CAN BE NO ASSURANCE THATANY OF THESEAPPROVALSAPPROVALWILL BE OBTAINED OR IF OBTAINEDWILL

NOT CONTAINTERMSTERM OR CONDITIONSCONDITION THATCOULDREASONABLYBE EXPECTEDTO HAVE MATERIALADVERSEEFFECTON THE COMBINED COMPANY
FOLLOWINGCOMPLETIONOF THE MERGER BASED ON THE CURRENT STATUSSTATU OF THEREGULATORYAPPROVALPROCESSPROCES THEPARTIESPARTIEEXPECTTHAT

ASSUMINGALLOTHERCONDITIONSCONDITION TO COMPLETIONOFTHE MERGERARE SATISFIEDTHEMERGERSHOULDBE COMPLETEDIN THE FIRSTQUARTEROF

2006 IF THEREGULATORYPROCEEDINGSPROCEEDINGBEFORETHE NEW JERSEYBOARD OF PUBLIC UTILITIESUTILITIE AND THEPENNSYLVANIAPUBLIC UTILITY
COMMISSION ARE SETTLEDAND APPROVEDBEFORETHE DATESDATE ON WHICH THOSESTATEAUTHORITIESAUTHORITIE ARE EXPECTEDTO RULEON THE MERGERIN

THE ABSENCEOF SETTLEMENTAS DISCUSSEDBELOW IF EARLYSETTLEMENTSSETTLEMENTARE NOT REACHEDAND APPROVEDTHENTHEPARTIESPARTIEEXPECTTHAT

ASSUMINGALLOTHERCONDITIONSCONDITION ARE SATISFIEDTHE MERGERSHOULDBE COMPLETEDIN THE SECONDQUARTEROF2006 IF FERC WERE TO

HOLD HEARINGON THEAPPLICATIONRELATINGTO THE MERGER THEANTICIPATEDCLOSINGWOULD BE EXTENDEDINTOMID2006 OR PERHAPSPERHAP
LATER

STATEAPPROVALSAPPROVAL

NEW JERSEYBOARD OFPUBLIC UTILITIESUTILITIE AS UTILITYIN THE STATEOF NEW JERSEYPSEG IS SUBJECTTO THEJURISDICTIONOF

THENEW JERSEYBOARD OFPUBLIC UTILITIESUTILITIE UNDER SECTION 482511 OF NEW JERSEYSJERSEYPUBLICUTILITYLAW THE SH APPROVAL
IS REQUIREDIN CONNECTIONWITH THE INDIRECTTRANSFEROF THECAPITALSTOCKOF PSEG RESULTINGFROM THEMERGER IN CONSIDERING
THE MERGER THE NJBPU IS REQUIREDTO EVALUATETHE IMPACTOF THEMERGER IN FOURAREASAREA

COMPETITION
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THE RATESRATE OFRATEPAYERSRATEPAYERAFFECTEDBYTHE MERGER

THEEMPLOYEESEMPLOYEEOF THE AFFECTEDPUBLICUTILITYAND

THEPROVISIONOF SAFEAND ADEQUATEUTILITYSERVICEAT JUSTAND REASONABLERATESRATE

ON FEBRUARY2005 EXELON AND PSEG MADE THE INITIAL FILINGOF THEIRJOINTAPPLICATIONWITH THE NJBPU FORAPPROVAL
OFTHE INDIRECTTRANSFEROF THECAPITALSTOCKOFPSEG RESULTINGFROM THEMERGER ON APRIL 2005 THE ADMINISTRATIVE LAW

JUDGEIN THEPROCEEDINGBEFORETHE NJBPU ISSUED PREHEARINGORDERESTABLISHINGTIMETABLE FORTHEREGULATORYAPPROVAL
PROCESSPROCES IN NEW JERSEYTHE ORDERPROVIDESPROVIDEFORTHEADMINISTRATIVE LAWJUDGETO ISSUE AN INITIAL DECISION BYFEBRUARY26 2006

THEREAFTERPURSUANTTO THEPROVISIONOFTHE NEW JERSEYADMINISTRATIVE PROCEDUREACT DECISION OF THEFULLNJBPU CAN BE

EXPECTEDBYAPPROXIMATELYMARCH 23 2006 THE PROCEDURALSCHEDULERESULTEDFROM AN AGREEMENTAMONG EXELON PSEG THE

NJBPU STAFFAND THE NEW JERSEYRATEPAYERADVOCATE PERTAININGTO THEPROCEDURALSCHEDULETO BE FOLLOWEDDURINGTHECOURSE

OFTHE ADMINISTRATIVE PROCESSPROCES BEFORETHE NJBPU

IN ADDITIONWHILE NOT REQUIREDBYLAW TO COMPLETETHE MERGER EXELON AND PSEG HAVE MADE IT CONDITION TO THE MERGER
THATPSEG RECEIVEAN ORDERFROM THE NJBPU ALLOWINGPSEG TO DEFERCERTAINPENSIONAND OTHERPOSTRETIREMENTBENEFIT

EXPENSESEXPENSE THATWILLBE RECOGNIZEDIN CONNECTIONWITH THEPURCHASEACCOUNTINGTREATMENT OFTHE MERGER AND THATPROVIDESPROVIDETHAT

PSEGSPSEG RATE RECOVERYOF PENSIONAND OTHERPOSTRETIREMENTBENEFITSBENEFIT WILL BE CALCULATEDCONSISTENTLYWITH RECOVERYOF SUCH

AMOUNTSAMOUNT IN THE ABSENCEOF THE MERGER FOR DESCRIPTIONOF THISTHI MATTER SEE RISK FACTORSRISKSFACTORSRISK RELATINGTO THEMERGERTHE
COMBINED COMPANY MAY BE UNABLE TO OBTAINPERMISSIONFROM THENJBPU TO RECOVER PSEGSPSEG PENSIONAND OTHERPOST
RETIREMENTBENEFITEXPENSESEXPENSE WHICH COULDHAVE AN ADVERSEEFFECTON ITS CASHFLOWAND RESULTSRESULTOF OPERATIONSOPERATIONON FEBRUARY
2005 EXELON AND PSEG MADE THE INITIAL FILINGOF THEIRJOINTAPPLICATIONWITH THE NJBPU TO OBTAIN THEORDERTHE SCHEDULE

FORRECEIVINGTHISTHI ORDERIS THE SAME AS THATFORTHENJBPUSNJBPU RULINGON THE MERGER

NEW JERSEYDEPARTMENTOFENVIRONMENTAL PROTECTION SUBSIDIARIESSUBSIDIARIE OFPSEG OWN PROPERTIESPROPERTIEIN NEW JERSEYTHATMAY BE

SUBJECTTO THENEW JERSEYINDUSTRIALSITE RECOVERYACT THE INDIRECTTRANSFEROF THOSEPROPERTIESPROPERTIEIN CONNECTIONWITH THE

MERGERMAY REQUIREAPPROVALBYTHE NJDEP UNDERISRA IT IS CONDITION TO THECOMPLETIONOF THE MERGERTHATIT BE

DETERMINEDISRA DOESDOE NOT APPLYTO THETRANSFERSTRANSFEROR THATTHEPARTIESPARTIEOTHERWISECOMPLYWITH THEREQUIREMENTSREQUIREMENTOF ISRA THE

PARTIESPARTIEFILED THEIRAPPLICATIONFOR LETTEROF NONAPPLICABILITYON MARCH 31 2005

NEW YORKPUBLIC SERVICE COMMISSION AS AN OWNER OF GENERATIONFACILITIESFACILITIE IN THE STATEOF NEW YORK SUBSIDIARYOF

PSEG POWER IS SUBJECTTO THEJURISDICTIONOF THENEW YORK PUBLIC SERVICE COMMISSION UNDER SECTION70 OF THENEW YORK

PUBLIC SERVICE LAW THE NYPSCSNYPSC WRITTENCONSENT IS REQUIREDIN CONNECTIONWITH THEINDIRECTTRANSFEROF OWNERSHIPINTERESTSINTERESTIN

SUCH SUBSIDIARYOF PSEG POWER IN CONNECTIONWITH THE MERGER UNDER SECTION70 OF THE NEW YORK PUBLIC SERVICE LAW THE

NYPSC MUST DETERMINE WHETHERTHE MERGERIS IN THEPUBLICINTERESTTHE PARTIESPARTIEFILED THEIRAPPLICATIONFORAPPROVALWITH THE

NYPSC ON MARCH 16 2005

PENNSYLVANIAPUBLIC UTILITYCOMMISSION PECO AND PSEG ARE SUBJECTTO THEJURISDICTIONOFTHEPENNSYLVANIAPUBLIC

UTILITYCOMMISSION THE ISSUANCE TO EACH OF PECO AND PSEG OF CERTIFICATEOFPUBLICCONVENIENCE AND NECESSITYBYTHE

PPUC MAY BE REQUIREDAS RESULTOF THE INDIRECTTRANSFEROF THECAPITALSTOCKOF PSEG IN CONNECTIONWITH THE MERGERUNDER

CHAPTERSCHAPTER11 22 AND 28 OF THEPUBLIC UTILITYCODE OFPENNSYLVANIATHE STANDARDFORAPPROVALIS WHETHERTHE TRANSACTIONIS

NECESSARYAND PROPERFORTHESERVICEACCOMMODATIONCONVENIENCE OR SAFETYOF THEPUBLICTHISTHI STANDARDHAS BEEN APPLIEDBY
THEPPUC TO REQUIRETHATAPPLICANTSAPPLICANTDEMONSTRATETHATTHE TRANSACTIONWILL AFFIRMATIVELYPROMOTETHESERVICEACCOMMODATION
CONVENIENCEOR SAFETYOFTHEPUBLICIN SOME SUBSTANTIALWAY IN
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ADDITIONUNDERPROVISIONSPROVISIONENACTEDAS PARTOF PENNSYLVANIASPENNSYLVANIAELECTRICAND NATURALGAS RESTRUCTURINGLEGISLATIONTHEPPUC MUST

CONSIDER

WHETHER PROPOSEDTRANSACTIONIS LIKELYTO RESULTIN ANTICOMPETITIVEOR DISCRIMINATORYCONDUCTINCLUDINGTHE

UNLAWFULEXERCISEOF MARKETPOWER WHICH WOULD PREVENTRETAILELECTRICOR NATURALGASCUSTOMERSCUSTOMER IN

PENNSYLVANIAFROM OBTAININGTHE BENEFITSBENEFIT OF PROPERLYFUNCTIONINGAND WORKABLECOMPETITIVERETAILELECTRICOR

NATURALGASMARKETAND

THE EFFECTOF THEPROPOSEDTRANSACTIONON THENATURALGASDISTRIBUTIONCOMPANY EMPLOYEESEMPLOYEEAND ANY AUTHORIZED
COLLECTIVEBARGAININGAGENT

ON FEBRUARY2005 PECO AND PSEG MADE THE INITIAL FILINGOF THEIRJOINTAPPLICATIONFORAPPROVALBYTHEPPUC

UNDERTHE PUBLIC UTILITYCODE OFPENNSYLVANIAOR DETERMINATIONTHATCHAPTERSCHAPTER11 22 AND 28 ARE NOT APPLICABLETO THE

MERGER ON MARCH 30 2005 THE ADMINISTRATIVELAWJUDGEIN THEPROCEEDINGBEFORETHE PPUC ISSUED PREHEARINGORDER

ESTABLISHINGTIMETABLE FORTHEREGULATORYAPPROVALPROCESSPROCES IN PENNSYLVANIAWHICH PROVIDESPROVIDEFORTHE ADMINISTRATIVE LAWJUDGE
TO ISSUE AN INITIAL DECISION ON NOVEMBER 2005 THEREAFTERDECISION OF THE FULLPPUC CAN BE EXPECTEDIN DECEMBER 2005

OR JANUARY2006 THE PROCEDURALSCHEDULERESULTEDFROM AN AGREEMENTAMONG EXELONPSEG AND NUMEROUSNUMEROU PARTIESPARTIEIN THE

CASE INCLUDINGTHE PPUC OFFICE OF TRIAL STAFFAND THEPENNSYLVANIAOFFICE OF CONSUMER ADVOCATE

ILLINOISILLINOI COMMERCE COMMISSION CORNED HAS FILED NOTICE WITH RESPECTTO THEMERGER WITH THEILLINOISILLINOI COMMERCE

COMMISSION ON FEBRUARY23 2005 AT MEETINGOF ITSELECTRICITYPOLICYCOMMITTEE THE SH GENERALCOUNSEL CONFIRMED

THATIT DOESDOE NOT HAVE JURISDICTIONOVER THE MATTER AND ITSAPPROVALIS NOT REQUIREDFORTHE MERGER

CONNECTICUT AS THEOWNER OF GENERATIONSTATIONSSTATION IN THE STATEOF CONNECTICUTPSEG POWER CONNECTICUTLLC AN

INDIRECTSUBSIDIARYOFPSEG POWERIS SUBJECTTO THEJURISDICTIONOF THE CONNECTICUTSITINGCOUNCIL UNDER CONNECTICUTPUBLIC
UTILITYLAWSLAW AND THE CONNECTICUTDEPARTMENTOFENVIRONMENTAL PROTECTIONUNDERCONNECTICUTENVIRONMENTALLAW THE INDIRECT

TRANSFEROF THEOWNERSHIPINTERESTSINTEREST IN THESEENTITIESENTITIE MAY REQUIRETHEAPPROVALOF THE CONNECTICUTDEPARTMENTOF ENVIRONMENTAL

PROTECTIONUNDER CONNECTICUTENVIRONMENTALLAW AND WILL REQUIRETHEAPPROVALOF THE CONNECTICUTSITINGCOUNCIL UNDER
CONNECTICUTPUBLICUTILITYLAWSLAW THE PARTIESPARTIERECEIVED APPROVALON MARCH 16 2005 FROM THE CSC

PUBLIC UTILITYHOLDINGCOMPANYACT

EXELON IS REGISTEREDHOLDINGCOMPANY UNDERPUHCA SUBJECTTO THEJURISDICTIONOF THE SEC THEREUNDEREXELONSEXELON

ACQUISITIONOF 100 OF THE COMMON STOCKOFPSEG WILLREQUIREAPPROVALBYTHESEC UNDER SECTIONSSECTION AND 10 OFPUHCA

UNDER THEAPPLICABLESTANDARDSSTANDARD OF PUHCA THE SEC IS DIRECTEDTO APPROVETHE MERGERUNLESSUNLES IT FINDSFIND THAT

THE MERGERWOULDTENDTOWARDSTOWARD INTERLOCKINGRELATIONSRELATION OR CONCENTRATIONOF CONTROLDETRIMENTALTO THEPUBLIC
INTERESTOR THE INTERESTOF INVESTORSINVESTOR OR CONSUMERSCONSUMER

THE CONSIDERATIONTO BE PAIDIN CONNECTIONWITH THE MERGERIS NOT REASONABLEOR

THE MERGERWOULDUNDULYCOMPLICATETHECAPITALSTRUCTUREOF SH HOLDINGCOMPANY SYSTEMOR WOULDBE

DETRIMENTALTO THEPUBLICINTERESTTHE INTERESTOF INVESTORSINVESTOR OR CONSUMERSCONSUMER OR THE PROPERFUNCTIONINGOF

HOLDINGCOMPANY SYSTEM

TO APPROVE THE MERGER THE SEC MUST ALSOFIND THATTHEMERGERCOMPLIESCOMPLIEWITH STATELAW TENDSTEND TOWARDSTOWARD THE ECONOMIC AND

EFFICIENTDEVELOPMENTOF AN INTEGRATEDPUBLICUTILITYSYSTEMAND OTHERWISE
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CONFORMSCONFORM TO SH INTEGRATIONAND CORPORATESIMPLIFICATIONSTANDARDSSTANDARD THE PARTIESPARTIEFILED THEIRAPPLICATIONWITH THE SEC ON

MARCH 16 2005

IN ADDITIONSEC APPROVALMAY BE REQUIREDUNDERPUHCA IN ORDERFOREXELON TO OWN CERTAINASSETSASSET OFPSEG ENERGY
HOLDINGSHOLDINGFOLLOWINGCOMPLETIONOF THE MERGER

NUCLEAR REGULATORYCOMMISSION

PSEG POWER HOLDSHOLD NRC OPERATINGLICENSEFORITSSALEM AND HOPECREEK NUCLEARGENERATINGFACILITIESFACILITIE THISTHI LICENSE

AUTHORIZESAUTHORIZE PSEG POWER TO OWN ANDOR OPERATEITS NUCLEARGENERATINGFACILITIESFACILITIE THE ATOMIC ENERGYACT PROVIDESPROVIDETHAT

LICENSEMAY NOT BE TRANSFERREDOR IN ANY MANNER DISPOSEDOF DIRECTLYOR INDIRECTLYTHROUGHTRANSFEROF CONTROLOF ANY LICENSE

UNLESSUNLES THENRC FINDSFIND THATTHE TRANSFERCOMPLIESCOMPLIEWITH THE ATOMIC ENERGYACT AND CONSENTSCONSENT TO THE TRANSFERTHEREFORETHE

CONSENT OF THE NRC IS REQUIREDFORTHE TRANSFEROF CONTROLPURSUANTTO THE MERGEROFTHE LICENSEHELD BYPSEG POWER THE

NRC WILL CONSENT TO THETRANSFERIF IT DETERMINESDETERMINE THAT

THEPROPOSEDTRANSFEREEIS QUALIFIEDTO BE THE HOLDEROFTHELICENSEAND

THE TRANSFEROF THE LICENSEIS OTHERWISECONSISTENTWITH APPLICABLEPROVISIONSPROVISIONOF LAWSLAW REGULATIONSREGULATIONAND ORDERSORDER OF

THE NRC

THE PARTIESPARTIEFILED THEIRAPPLICATIONWITH THENRC ON MARCH 2005

FEDERAL ENERGYREGULATORYCOMMISSION

EACH OF EXELON AND PSEG HAS PUBLICUTILITYSUBSIDIARIESSUBSIDIARIE SUBJECTTO THEJURISDICTIONSJURISDICTIONOF FERC UNDER THEFEDERALPOWER

ACT SECTION 203 OF THEFEDERALPOWER ACT PROVIDESPROVIDETHATNO PUBLICUTILITYMAY SELLOR OTHERWISEDISPOSEOF ITSJURISDICTIONAL
FACILITIESFACILITIE DIRECTLYOR INDIRECTLYMERGE OR CONSOLIDATEITS FACILITIESFACILITIE WITH THOSEOF ANY OTHERPERSON OR ACQUIREANY SECURITYOF

ANY OTHERPUBLICUTILITYWITHOUTFIRSTHAVINGOBTAINED AUTHORIZATIONFROM FERC

FERC HAS STATEDIN ITS 1996 UTILITYMERGERPOLICYSTATEMENT THATIN ANALYZINGMERGERUNDERSECTION 203 IT WILL

EVALUATETHEFOLLOWINGCRITERIA

THEEFFECTOFTHE MERGERON COMPETITIONIN WHOLESALEELECTRICPOWERMARKETSMARKET UTILIZINGAN INITIAL SCREENING
APPROACHDERIVEDFROM THEDEPARTMENTOF FEDERAL TRADE COMMISSIONINITIAL MERGERGUIDELINESGUIDELINE TO

DETERMINE IF MERGERWILL RESULTIN AN INCREASEIN AN APPLICANTSAPPLICANTMARKETPOWER

THEEFFECTOF THEMERGERON THEAPPLICANTSAPPLICANTFERC JURISDICTIONALRATEPAYERSRATEPAYERAND

THEEFFECTOF THEMERGERON STATE AND FEDERALREGULATIONOF THEAPPLICANTSAPPLICANT

ON FEBRUARY2005 EXELON AND PSEG MADE THE INITIAL FILINGOF THEIRAPPLICATIONFORAPPROVALWITH FERC INCLUDED IN

THEFILINGWAS THEPARTIESPARTIEMARKET CONCENTRATIONMITIGATIONPLANTHE MARKETCONCENTRATIONMITIGATIONPLANSUBMITTEDON

FEBRUARYCONTEMPLATEDTHE DIVESTITUREOF FOSSILFUELGENERATINGFACILITIESFACILITIE WITH 2900 MW OF GENERATINGCAPACITYAND

THE TRANSFEROF CONTROLOF 2600 MW OF BASELOADNUCLEARCAPACITYTHROUGHEITHERLONGTERMFIRM BASELOADENERGYSALESSALE

CONTRACTSCONTRACT OR AN ANNUALAUCTIONREFERREDTO IN THISTHI JOINTPROXY IPROSPECTU AS VIRTUALDIVESTITUREAPPROXIMATELY
50 INTERVENORSINTERVENORINCLUDINGGOVERNMENTALCONSUMER INDUSTRYAND POLICYGROUPSGROUP INTERVENEDIN THEPROCEEDINGSPROCEEDINGBEFOREFERC

APPROXIMATELY20 OF THE INTERVENORSINTERVENOR FILED PROTESTSPROTESTAND SEVERALOF THOSEPARTIESPARTIEREQUESTEDTHATFERC HOLDHEARINGSHEARINGON THE

PROPOSEDMERGER ON MAY 2005 EXELON AND PSEG FILED SUPPLEMENTTO THEIRFEBRUARYFILINGWITH FERC RESPONDINGTO

OBJECTIONSOBJECTIONAND CONCERNSCONCERN RAISEDBYTHE INTERVENORSINTERVENOR IN THESUPPLEMENTARYFILINGON MAY EXELON AND PSEG PROPOSEDTHATIF

FERC APPROVEDTHE MERGERWITHOUTAN EVIDENTIARYHEARINGEXELON AND PSEG WOULD DIVESTAT LEAST1100 MW OF ADDITIONAL

FOSSILFUELGENERATIONCAPACITYEXELON AND PSEG ALSOPROPOSEDTO INVEST
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APPROXIMATELY25 MILLION IN NEW TRANSMISSIONPROJECTSPROJECTOVER FIVE YEARSYEAR IF THE MERGERIS APPROVEDBYFERC WITHOUT HEARING
EXELON AND PSEG ALSOPROPOSEDTO ELIMINATE RESTRICTIONSRESTRICTIONON WHICH ENTITIESENTITIE MAY PURCHASEDIVESTEDGENERATIONAND REDUCETHE

PROPOSEDPERIODOF TIME ALLOWEDFORDIVESTITUREFOLLOWINGTHECLOSINGOF THE MERGER AND PROPOSEDAN INDEPENDENTMARKET

MONITORFORTHE VIRTUALDIVESTITURESDIVESTITURE THE DIVESTITURESDIVESTITURE OF GENERATIONPROPOSEDIN THEMAY FILINGWITH FERC IN COMBINATION

WITH THE2900 MW OF FOSSILCAPACITYDIVESTITUREAND THE2600 MW OFBASELOADNUCLEARCAPACITYVIRTUALDIVESTITUREPROPOSED
IN THEFEBRUARYFILINGRESULTSRESULT IN TOTALOF 6600 MW OF CAPACITYPROPOSEDFORMITIGATIONEXELON AND PSEG HAVE NOT

OFFEREDTO DIVEST ANY NUCLEARGENERATINGFACILITIESFACILITIE AND DO NOT ANTICIPATEDOINGSO

EXELON AND PSEG CURRENTLYEXPECTTHATTHEFERC SCHEDULERELATINGTO APPROVALUNDERSECTION 203 WILL NOT IMPACTTHE

ANTICIPATEDTIMINGOF CLOSINGOFTHE MERGER HOWEVERAS INDICATED ABOVE SEVERALINTERVENORSINTERVENOR IN THEFERC PROCEEDING
INCLUDINGTHENJBPU HAVE REQUESTEDTHATFERC HOLD HEARINGSHEARINGON THEAPPLICATIONRELATINGTO THEMERGER IF FERC WERE TO

HOLD HEARINGSHEARINGWITH RESPECTTO THEMERGERTHEAPPROVALPROCESSPROCES WOULD EXTENDTHEANTICIPATEDCLOSINGINTO MID2006 OR PERHAPSPERHAP
LATER

IN ADDITIONWHILE NOT REQUIREDBYTHEFEDERALPOWER ACT EXELON AND PSEG HAVE MADE IT CONDITIONTO COMPLETIONOF

THEMERGERTHATFERC APPROVE UNDERSECTION 205 OF THE FEDERALPOWER ACT THE SALEBYTHEPUBLICUTILITYSUBSIDIARIESSUBSIDIARIE OF THE

COMBINED COMPANY OF WHOLESALEPOWER AND RELATEDSERVICESSERVICE AT MARKETBASED RATESRATE

ANTITRUST

UNDER THEPROVISIONSPROVISIONOF THE HARTSCOTTRODINO ANTITRUSTIMPROVEMENTSIMPROVEMENTACT OF 1976 AS AMENDEDTHE MERGERCANNOT BE

COMPLETEDUNTILBOTH EXELON AND PSEG FILE NOTIFICATIONOF THEPROPOSEDTRANSACTIONWITH THE ANTITRUSTDIVISION OF THE

UNITED STATESSTATE DEPARTMENTOF JUSTICEAND THE FEDERALTRADE COMMISSION AND THESPECIFIEDWAITINGPERIODSPERIODHAVE EXPIREDOR

BEEN TERMINATED THE PARTIESPARTIEFILED THEREQUIREDNOTIFICATIONON MARCH 2005 THE PARTIESPARTIEHAVE BEEN INFORMED THATTHE

ANTITRUSTDIVISION OFTHE DOJ WILL REVIEW THE CASE AND FTC WILL NOT ON MARCH 23 EXELON AND PSEG RECEIVED LETTERFROM

THEANTITRUSTDIVISION OF THE DOJ REQUESTINGADDITIONALINFORMATIONPERTAININGTO THE MERGER EXELON AND PSEG ARE IN THE

PROCESSPROCES OF RESPONDINGTO THEREQUESTFORADDITIONAL INFORMATION THE FORMALREQUESTFORADDITIONALSPECIFICINFORMATION

SUPPLEMENTSSUPPLEMENTINFORMATIONALREADYPROVIDEDIN THEORIGINALHSR FILINGTHE DOJ REQUESTEXTENDSEXTEND THEWAITINGPERIODUNDER

HSR AND THEPERIODOF DOJ REVIEW OF THEPROPOSEDMERGER FOR PERIODOF 30 DAYSDAY AFTEREXELON AND PSEG PROVIDETHE

INFORMATIONREQUESTEDBYDOJ THE EXTENSIONOF THE HSR WAITINGPERIODIS NOT EXPECTEDTO IMPACTTHEANTICIPATEDCLOSING
DATEOF THEMERGER

AT ANY TIME BEFORETHE MERGER IS COMPLETEDEITHERTHE ANTITRUSTDIVISION OR THEFTC COULDCHALLENGEOR SEEK TO BLOCK

THEMERGERUNDER THEANTITRUSTLAWSLAW AS IT DEEMSDEEM NECESSARYOR DESIRABLEIN THEPUBLICINTERESTOTHERCOMPETITIONPROMOTING
AGENCIESAGENCIEWITH JURISDICTIONOVER THEMERGERCOULDALSOINITIATE ACTIONTO CHALLENGEOR BLOCK THEMERGER IN ADDITIONIN SOME

JURISDICTIONSJURISDICTIONCOMPETITORCUSTOMER OR OTHERTHIRDPARTYCOULDINITIATE PRIVATEACTIONUNDERTHE ANTITRUSTLAWSLAW CHALLENGINGOR

SEEKINGTO ENJOINTHEMERGER BEFOREOR AFTERIT IS COMPLETEDBASED UPON AN EXAMINATION OF INFORMATION AVAILABLERELATINGTO

THEBUSINESSESBUSINESSE IN WHICH THECOMPANIESCOMPANIEARE ENGAGEDEXELON AND PSEG BELIEVEWITH THE MARKETCONCENTRATIONMITIGATIONPLAN
THEYHAVE PROPOSEDTHATCOMPLETIONOF THE MERGERWILL NOT VIOLATEUNITED STATESSTATE OR APPLICABLEFOREIGNANTITRUSTLAWSLAW

HOWEVEREXELON AND PSEG CANNOT BE SURE THAT CHALLENGETO THEMERGERWILL NOT BE MADE OR THATIF CHALLENGEIS MADE
EXELON AND PSEG WILLPREVAIL

THE MERGERMAY ALSOBE SUBJECTTO REVIEW BYTHEGOVERNMENTALAUTHORITIESAUTHORITIE OF VARIOUSVARIOU OTHERJURISDICTIONSJURISDICTIONUNDERTHE

ANTITRUSTLAWSLAW OF THOSEJURISDICTIONSJURISDICTION

THERE CAN BE NO ASSURANCE THATTHEREVIEWINGAUTHORITIESAUTHORITIE WILL PERMITTHEAPPLICABLESTATUTORYWAITINGPERIODSPERIODTO EXPIREOR

THATTHEREVIEWINGAUTHORITIESAUTHORITIE WILL TERMINATETHEAPPLICABLESTATUTORYWAITING
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PERIODSPERIODAT ALLOR WITHOUTRESTRICTIONSRESTRICTIONOR CONDITIONSCONDITION THATWOULDHAVE MATERIALADVERSEEFFECTON THECOMBINED COMPANY IF THE

MERGERWERE COMPLETEDTHESE RESTRICTIONSRESTRICTIONAND CONDITIONSCONDITION COULDINCLUDE MANDATORYLICENSESLICENSE SALESSALE OR OTHERDISPOSITIONSDISPOSITIONOF

ASSETSASSET DIVESTITURESDIVESTITUREOR THEHOLDINGSEPARATEOF ASSETSASSET BUSINESSESBUSINESSE OR PSEG CAPITALSTOCK

PRIVATE LETTERRULINGREGARDINGNUCLEAR DECOMMISSIONINGTRUST FUNDSFUND

UNITED STATESSTATE TREASURYREGULATIONSREGULATIONGENERALLYPROVIDEFORTHENONRECOGNITIONOF GAINOR LOSSLOS FORUNITED STATESSTATE FEDERAL

INCOME TAX PURPOSESPURPOSE WITH RESPECTTO THETRANSFEROF CERTAINDECOMMISSIONINGTRUSTFUNDSFUND MAINTAINED BYNUCLEARPOWER PLANT
OWNERSOWNER IN CONNECTIONWITH THE TRANSFEROFAN INTERESTIN NUCLEARPOWER PLANTTHE PRECISEAPPLICATIONOF THESETREASURY
REGULATIONSREGULATIONIN THE CONTEXT OFTHE MERGER HOWEVERIS NOT FREEFROM DOUBT THEREFOREEXELON AND PSEG HAVE AGREEDTO SEEK

RULINGFROMTHE CONFIRMINGTHATNO GAINOR LOSSLOS WILL BE RECOGNIZEDFORUNITED STATESSTATE FEDERALINCOME TAX PURPOSESPURPOSE WITH

RESPECTTO THE TRANSFEROF PSEGSPSEG DECOMMISSIONINGTRUSTFUNDSFUND AS RESULTOF THE MERGER

CORPORATERESTRUCTURING

SUBJECTTO RECEIPTOF NECESSARYREGULATORYAPPROVALSAPPROVALEXELON AND PSEG INTEND TO PURSUE RESTRUCTURINGOF THEIRCORPORATE
ORGANIZATIONSORGANIZATIONAFTERCOMPLETIONOF THE MERGER IN GENERALTHISTHI RESTRUCTURINGWILL INVOLVE

PSEG BECOMINGDIRECTSUBSIDIARYOF EXELON ENERGYDELIVERYLLC THEREAFTERPECO CORNED AND

PSEG WILL BE SEPARATEINDIRECTSUBSIDIARIESSUBSIDIARIE OFEXELON AND WILL CONTINUETO BE REGULATEDPUBLICUTILITIESUTILITIE

COMBININGPSEG POWER AND EXELON GENERATIONINTO ONE ENTITYAND COMBININGCERTAINOF PSEG POWERSPOWER

SUBSIDIARIESSUBSIDIARIE WITH THATCOMBINED ENTITYAND

PSEG SERVICESSERVICE SELLINGITSASSETSASSET TO EXELON SERVICESSERVICE WITH EXELON SERVICESSERVICE PROVIDINGCENTRALSERVICESSERVICE TO THE

COMBINED COMPANY AND ITS SUBSIDIARIESSUBSIDIARIE

BY VIRTUEOF THEMERGER PSEG ENERGYHOLDINGSHOLDINGWILL BECOME DIRECTSUBSIDIARYOF THECOMBINED COMPANY

THE COMPANIESCOMPANIEMAY MODIFYTHESERESTRUCTURINGPLANSPLANTO ADAPTTO CHANGINGREGULATORYAND COMPETITIVECONDITIONSCONDITION

COMPLETIONOF THE MERGERIS NOT CONDITIONED ON THECONSUMMATION OF OR RECEIPTOFREGULATORYAPPROVALFORANY PORTIONOF

THESECORPORATERESTRUCTURINGPLANSPLAN

APPRAISALRIGHTSRIGHT

NEITHER EXELON NOR PSEG SHAREHOLDERSSHAREHOLDERARE ENTITLEDTO APPRAISALRIGHTSRIGHTIN CONNECTIONWITH THE MERGERUNDER THE

PENNSYLVANIABUSINESSBUSINES CORPORATIONLAW OR THENEW JERSEYBUSINESSBUSINES CORPORATIONACT RESPECTIVELY

FEDERAL SECURITIESSECURITIE LAWSLAW CONSEQUENCESCONSEQUENCESTOCK TRANSFER RESTRICTION AGREEMENTSAGREEMENT

ALL SHARESSHARE OFEXELON COMMON STOCKRECEIVED BYPSEG SHAREHOLDERSSHAREHOLDERPURSUANTTO THE MERGERWILL BE FREELYTRANSFERABLE

EXCEPTTHATSHARESSHARE OFEXELON COMMON STOCKRECEIVED BYPERSONSPERSON WHO ARE DEEMED TO BE AFFILIATESAFFILIATE OFPSEG UNDER THE

SECURITIESSECURITIE ACT OF 1933 AS AMENDED AT THETIME OF THE PSEG AMIUAL MEETINGMAY BE RESOLDBYTHEM ONLYIN TRANSACTIONSTRANSACTION

PERMITTEDBYRULE 145 UNDER THE SECURITIESSECURITIE ACT OF 1933 OR AS OTHERWISEPERMITTEDUNDERTHE SECURITIESSECURITIE ACT OF 1933 AS

AMENDED PERSONSPERSON WHO MAY BE DEEMED TO BE AFFILIATESAFFILIATE OF PSEG FORSUCHPURPOSESPURPOSE GENERALLYINCLUDE INDIVIDUALSINDIVIDUAL OR ENTITIESENTITIE

THATCONTROLARE CONTROLLEDBYOR ARE UNDERCOMMON CONTROLWITH PSEG AS THECASE MAY BE AND INCLUDEDIRECTORSDIRECTOR AND CERTAIN

EXECUTIVE OFFICERSOFFICER OFPSEG THE MERGERAGREEMENTREQUIRESREQUIRETHATPSEG USE REASONABLEBESTEFFORTSEFFORTTO CAUSE EACH AFFILIATETO

EXECUTE WRITTENAGREEMENTTO THE EFFECTTHATSUCHPERSONSPERSON WILL NOT
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OFFERSELLOR OTHERWISEDISPOSEOF ANY OF THE SHARESSHARE OF EXELON COMMON STOCKISSUED TO THEM PURSUANTTO THE MERGERIN

VIOLATIONOF THE SECURITIESSECURITIE ACT OF 1933 AS AMENDED OR THERELATEDSEC RULESRULE AND REGULATIONSREGULATIONPROMULGATEDTHEREUNDER

THE REGISTRATIONSTATEMENT OF WHICH THISTHI JOINTPROXY LPROSPECTU IS PARTDOESDOE NOT COVER ANY RESALESRESALE OF THE

EXELON COMMON STOCKTO BE RECEIVED BYTHE SHAREHOLDERSSHAREHOLDEROF PSEG UPON COMPLETIONOF THE MERGER AND NO PERSONIS

AUTHORIZEDTO MAKE ANY USE OF THISTHI JOINTPROXY PROSPECTU IN CONNECTIONWITH ANY SUCHRESALE

LISTINGON THE NEW YORK STOCK EXCHANGEDELISTINGAND DEREGISTRATIONOF PSEG COMMON STOCK

IT IS CONDITIONTO THEMERGERTHATTHE SHARESSHARE OF EXELON COMMON STOCKISSUABLEPURSUANTTO THE MERGERBE APPROVEDFOR

LISTINGON THE NEW YORK STOCKEXCHANGESUBJECTTO OFFICIALNOTICEOF ISSUANCE ALTHOUGHNOT CONDITION TO COMPLETIONOF THE

MERGER EXELON CURRENTLYINTENDSINTEND TO LISTTHE SHARESSHARE OF EXELON COMMON STOCKISSUEDPURSUANTTO THEMERGERON THECHICAGO
STOCKEXCHANGEAND THEPHILADELPHIASTOCKEXCHANGEIF THE MERGERIS COMPLETEDPSEG COMMON STOCKWILL CEASE TO BE

LISTEDON THE NEW YORK STOCK EXCHANGEAND ITS SHARESSHARE WILL BE DEREGISTEREDUNDERTHE SECURITIESSECURITIE EXCHANGEACT OF 1934 AS

AMENDED
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THE MERGER AGREEMENT

THEFOLLOWINGIS SUMMARY OFTHE MATERIAL TERMSTERM OFTHEMERGER AGREEMENTTHISTHI SUMMARY DOESDOE NOT PURPORTTO DESCRIBE

ALLTHE TERMSTERM OFTHEMERGER AGREEMENTAND IS QUALIFIEDBYREFERENCETO THECOMPLETEMERGER AGREEMENTWHICH IS ATTACHEDAS

ANNEX TO THISTHI JOINTPROXY STATEMENTPROSPECTUSSTATEMENTPROSPECTUAND INCORPORATEDBYREFERENCEALL SHAREHOLDERSSHAREHOLDER OFEXELON AND PSEG ARE

URGEDTO READ THE MERGERAGREEMENTCAREFULLYAND IN ITSENTIRETYTO UNDERSTANDTHERIGHTSRIGHTAND OBLIGATIONSOBLIGATIONOFEXELON AND

PSEG UNDER THEMERGER AGREEMENT

THE TEXTOFTHEMERGER AGREEMENTHAS BEEN INCLUDED TOPROVIDEYOU WITH INFORMATIONREGARDINGITS TERMSTERM THE TERMSTERM OF
THE MERGER AGREEMENTSUCH AS THEREPRESENTATIONSREPRESENTATIONAND WARRANTIESWARRANTIEARE INTENDED TO GOVERNTHE CONTRACTUALRIGHTSRIGHTAND

RELATIONSHIPSRELATIONSHIPAND ALLOCATERISKSRISK BETWEENTHEPARTIESPARTIEIN RELATIONTO THEMERGER THE MERGERAGREEMENTCONTAINSCONTAIN

REPRESENTATIONSREPRESENTATIONAND WARRANTIESWARRANTIE EXELON AND PSEG MADE TO EACH OTHERAS OFSPECIFICDATESDATE THE REPRESENTATIONSREPRESENTATIONAND

WARRANTIESWARRANTIE WERE NEGOTIATEDBETWEENTHEPARTIESPARTIEWITH THEPRINCIPALPURPOSE OFSETTINGFORTHTHEIRRESPECTIVERIGHTSRIGHTWITH RESPECT

TO THEIROBLIGATIONTO COMPLETETHE MERGER AND MAY BE SUBJECTTO IMPORTANTLIMITATIONSLIMITATION AND QUALIFICATIONSQUALIFICATIONAS SETFORTHTHEREIN

INCLUDINGCONTRACTUALSTANDARDOFMATERIALITYDIFFERENTFROMTHATGENERALLYAPPLICABLEUNDERFEDERALSECURITIESSECURITIE LAWSLAW

GENERAL

THE MERGERAGREEMENTPROVIDESPROVIDEFORTHEMERGEROF PSEG WITH AND INTO EXELON WITH EXELON CONTINUINGAS THESURVIVING
CORPORATION

CLOSINGMATTERSMATTER

CLOSING UNLESSUNLES THEPARTIESPARTIEAGREEOTHERWISETHECLOSINGOF THE MERGERWILL TAKEPLACENOT LATERTHANTHE SECOND BUSINESSBUSINES

DAYAFTERALLCLOSINGCONDITIONSCONDITION HAVE BEEN SATISFIEDOR WAIVED SEE CONDITIONSCONDITION BELOW FOR MORE COMPLETEDESCRIPTIONOF

THECONDITIONSCONDITION THATMUST BE SATISFIEDOR WAIVED PRIORTO CLOSING

COMPLETIONOFTHEMERGER AS SOON AS PRACTICABLEAFTERTHE SATISFACTIONOR WAIVER OF THE CONDITIONSCONDITION TO THE MERGER
EXELON AND PSEG WILL FILE ARTICLESARTICLE OFMERGER WITH THEDEPARTMENTOF STATEOFPENNSYLVANIAIN ACCORDANCEWITH THE RELEVANT

PROVISIONSPROVISIONOF THEPENNSYLVANIABUSINESSBUSINES CORPORATIONLAW AND CERTIFICATEOF MERGERWITH THEDEPARTMENTOF TREASURYOF

NEW JERSEYIN ACCORDANCEWITH THERELEVANTPROVISIONSPROVISIONOF NEW JERSEYBUSINESSBUSINES CORPORATIONACT THE MERGERWILL BECOME

EFFECTIVEWHEN THE ARTICLESARTICLE OF MERGERAND CERTIFICATEOF MERGERARE FILED OR AT SUCHLATERTIME AS EXELON AND PSEG AGREEAND

SPECIFYIN THE ARTICLESARTICLE OF MERGERAND THE CERTIFICATEOFMERGER THE ARTICLESARTICLE OF MERGERAND THECERTIFICATEOF MERGERWILLPROVIDE
THATEXELONSEXELON ARTICLESARTICLE OF INCORPORATIONWILL BE AMENDED UPON COMPLETIONOF THE MERGERSO THATITSNAME IS EXELON ELECTRIC

GAS CORPORATION

WE CURRENTLYEXPECTTHATTHEMERGER WILL BE COMPLETEDIN EITHERTHE FIRSTOR SECONDQUARTEROF 2006 DEPENDINGON WHETHER

THEPARTIESPARTIEARE ABLETO REACHEARLYSETTLEMENTSSETTLEMENTIN THENJBPU AND PPUC PROCEEDINGSPROCEEDINGHOWEVERWE CANNOT PREDICTTHE ACTUAL

TIMINGSEE THE MERGERREGULATORYMATTERSMATTER RELATINGTO THEMERGERGENERAL

CONSIDERATION TO BE RECEIVED PURSUANT TO THE MERGERTREATMENT OF STOCK OPTIONSOPTION AND PSEG EQUITYBASEDAWARDSAWARD

THE MERGERAGREEMENTPROVIDESPROVIDETHATUPON COMPLETIONOF THE MERGER

EACH SHAREOF PSEG COMMON STOCKISSUEDAND OUTSTANDINGIMMEDIATELYPRIORTO COMPLETIONOF THE MERGER BUT

EXCLUDINGSHARESSHARE OF PSEG COMMON STOCKOWNED BYEXELONPSEG OR ANY OF THEIRRESPECTIVESUBSIDIARIESSUBSIDIARIE WILL

BE CONVERTEDINTO THERIGHTTO RECEIVE 1225 SHARESSHARE OFEXELON COMMON STOCK

EACH OUTSTANDINGOPTIONTO PURCHASESHARESSHARE OF PSEG COMMON STOCKGRANTEDUNDERTHEPSEG 2004 LONGTERM
INCENTIVE PLAN THEPSEG 2001 LONGTERMINCENTIVE PLAN OR THEPSEG 1989
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LONGTERMINCENTIVE PLAN WILL BE ASSUMED BYEXELON AND SUBSTITUTEDWITH AN OPTIONTO PURCHASESHARESSHARE OF

EXELON COMMON STOCKTHE NUMBER OF SHARESSHARE OF EXELON COMMON STOCKSUBJECTTO SUBSTITUTEEXELON STOCK

OPTIONWILL EQUALTHENUMBER OF SHARESSHARE OFPSEG COMMON STOCKSUBJECTTO THEPSEG STOCKOPTIONIMMEDIATELY
PRIORTO COMPLETIONOF THEMERGER MULTIPLIEDBYTHEEXCHANGERATIOROUNDEDDOWN TO THENEAREST WHOLE SHARE

THE PER SHAREEXERCISEPRICEFORTHE SUBSTITUTEEXELON STOCKOPTIONWILL EQUALTHE EXERCISEPRICEOF THEPSEG

STOCKOPTIONIMMEDIATELYPRIORTO COMPLETIONOF THE MERGERDIVIDED BYTHEEXCHANGERATIOROUNDEDUP TO THE

NEAREST WHOLE CENT SUBSTITUTEEXELON STOCKOPTIONSOPTIONWILL BE EXERCISABLEON THE SAME TERMSTERM AND CONDITIONSCONDITION THAT

APPLIEDIMMEDIATELYPRIORTO COMPLETIONOF THE MERGER AFTERGIVINGEFFECTTO ANY ACCELERATIONOF EXERCISABILITY
THATOCCURSOCCUR AS RESULTOF THEMERGER

ALL OTHERPSEG EQUITYBASEDAWARDSAWARD INCLUDINGPERFORMANCEUNITSUNIT PERFORMANCESHARESSHARE RESTRICTEDSHARESSHARE

RESTRICTEDSTOCKUNITSUNIT AND PHANTOMSTOCKWILL BE ASSUMED BYEXELON AND SUBSTITUTEDWITH EXELON EQUITYBASED
AWARDSAWARD THE NUMBER OF SHARESSHARE ISSUABLEUPON EXERCISEOFTHOSEAWARDSAWARD AND THEEXERCISEPRICEOF THOSEAWARDSAWARD
WILL BE ADJUSTEDTO GIVEEFFECTTO THEEXCHANGERATIO

ALL RESTRICTIONSRESTRICTIONON SHARESSHARE OFPSEG COMMON STOCKAND PSEG EQUITYBASEDAWARDSAWARD HELD BYEMPLOYEESEMPLOYEEOFPSEG

OR ITSSUBSIDIARIESSUBSIDIARIE IMMEDIATELYPRIORTO COMPLETIONOF THE MERGER INCLUDINGALLREPURCHASEAND FORFEITURE

RIGHTSRIGHTWILL BE ASSIGNEDTO EXELON AND THE SHARESSHARE OF EXELON COMMON STOCKISSUED AND SUCH ASSUMED PSEG

EQUITYBASEDAWARDSAWARD WILL CONTINUETO BE UNVESTEDAND SUBJECTTO THE SAME RESTRICTIONSRESTRICTIONWHICH APPLIED
IMMEDIATELYPRIORTO COMPLETIONOFTHE MERGER AFTERGIVINGEFFECTTO ANY ACCELERATIONLAPSEOR OTHERVESTING
OCCURRINGBYOPERATIONOF THE MERGER

AS OF APRIL30 2005 THEREWERE 5796645 SHARESSHARE OF PSEG COMMON STOCKSUBJECTTO OUTSTANDINGPSEG STOCKOPTIONSOPTION
WITH WEIGHTEDAVERAGEEXERCISEPRICEOF4048 OF WHICH STOCKOPTIONSOPTIONWITH RESPECTTO 4147582 SHARESSHARE OFPSEG COMMON

STOCKWERE VESTED AS OF THATDATE OF THEREMAINING1649133 UNVESTEDPSEG STOCKOPTIONSOPTIONOPTIONSOPTIONWITH RESPECTTO 901596
SHARESSHARE OF PSEG COMMON STOCKWITH WEIGHTEDAVERAGEEXERCISEPRICEOF 3655 ARE SCHEDULEDTO VEST IN ACCORDANCEWITH

THEIRTERMSTERM PRIORTO DECEMBER 31 2005 OF THE747537 BALANCEOF UNVESTEDPSEG STOCKOPTIONSOPTIONOPTIONSOPTIONWITH RESPECTTO

435429 SHARESSHARE OF PSEG COMMON STOCKWITH WEIGHTEDAVERAGEEXERCISEPRICEOF4279 WILL VEST AS RESULTOF THE

APPROVALBYPSEG SHAREHOLDERSSHAREHOLDEROF THEMERGERAGREEMENTOR THECOMPLETIONOF THE MERGER

EXCHANGEOF CERTIFICATESCERTIFICATE PURSUANT TO THEMERGER

BEFORE COMPLETIONOF THE MERGER EXELON WILL APPOINTEQUISERVEOR ANOTHERENTITYSELECTEDBYEXELON AND REASONABLY
SATISFACTORYTO PSEG AS EXCHANGEAGENTTO HANDLETHEEXCHANGEOF PSEG STOCKCERTIFICATESCERTIFICATEFORTHE CERTIFICATESCERTIFICATEREPRESENTING
SHARESSHARE OF EXELON COMMON STOCKAND ALLCASHAND PROPERTYTO WHICH PSEG SHAREHOLDERSSHAREHOLDERMAY BE ENTITLEDRELATINGTO DIVIDENDSDIVIDEND

AND DISTRIBUTIONSDISTRIBUTION OR CASH IN LIEU OF FRACTIONALSHARESSHARE AS SOON AS PRACTICABLEAFTERCOMPLETIONOFTHE MERGER THEEXCHANGE
AGENTWILL SEND LETTEROF TRANSMITTALTO EACH FORMERPSEG SHAREHOLDERWHO HOLDSHOLD ONE OR MORE STOCKCERTIFICATESCERTIFICATE THE LETTEROF

TRANSMITTALWILL CONTAININSTRUCTIONSINSTRUCTION EXPLAININGTHEPROCEDUREFORSURRENDERINGPSEG STOCKCERTIFICATESCERTIFICATE YOU SHOULDNOT RETURN

STOCKCERTIFICATESCERTIFICATE WITH THE ENCLOSEDPROXY CARD

PSEG SHAREHOLDERSSHAREHOLDERWHO SURRENDERTHEIRSTOCKCERTIFICATESCERTIFICATETOGETHERWITH PROPERLYCOMPLETEDLETTEROFTRANSMITTALWILL

RECEIVE CERTIFICATEREPRESENTINGTHATNUMBER OF SHARESSHARE OFEXELON COMMON STOCKINTO WHICH THEIRSHARESSHARE OFPSEG COMMON

STOCKWERE CONVERTEDPURSUANTTO THE MERGER

AFTERCOMPLETIONOF THE MERGER EACH CERTIFICATETHATPREVIOUSLYREPRESENTEDSHARESSHARE OF PSEG COMMON STOCKWILL ONLY
REPRESENTTHERIGHTTO RECEIVE

THE CERTIFICATESCERTIFICATEREPRESENTINGTHE SHARESSHARE OF EXELON COMMON STOCKINTO WHICH THOSESHARESSHARE OFPSEG COMMON

STOCKHAVE BEEN CONVERTED

CASH IN LIEU OF ANY FRACTIONALSHAREOF EXELON COMMON STOCKAND
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DIVIDENDSDIVIDEND OR OTHERDISTRIBUTIONSDISTRIBUTIONIF ANY OF EXELON COMMON STOCKTO WHICH PSEG SHAREHOLDERSSHAREHOLDERARE ENTITLED

UNDERTHE TERMSTERM OF THE MERGERAGREEMENT

EXELON WILL NOT PAY DIVIDENDSDIVIDEND DECLAREDWITH RECORDDATEON OR AFTERCOMPLETIONOF THEMERGERTO ANY HOLDEROFANY
PSEG STOCKCERTIFICATESCERTIFICATE UNTILTHE HOLDERSURRENDERSSURRENDERPSEG STOCKCERTIFICATESCERTIFICATE HOWEVERONCE THOSECERTIFICATESCERTIFICATEARE SURRENDERED
EXELON WILLPAY TO THEHOLDERWITHOUTINTERESTUPON THE EARLIEROF SUCH SURRENDERAND THEPAYMENTDATEWITH RESPECTTO SUCH

DIVIDENDSDIVIDEND ANY DIVIDENDSDIVIDEND THATHAVE BEEN DECLAREDAND PAIDAFTERTHECLOSINGDATEOF THE MERGERON THE SHARESSHARE INTO WHICH THOSE

PSEG SHARESSHARE HAVE BEEN CONVERTED

FRACTIONAL SHARESSHARE

NO FRACTIONALSHARESSHARE OFEXELON COMMON STOCKWILL BE ISSUEDPURSUANTTO THEMERGER IS THEEXCHANGEAGENTWILL

PAY EACH OFTHOSEPSEG SHAREHOLDERSSHAREHOLDERWHO WOULD OTHERWISEHAVE BEEN ENTITLEDTO FRACTIONALSHAREOF EXELON COMMON STOCK

AN AMOUNT IN CASHDETERMINEDBYMULTIPLYINGTHE LASTREPORTEDSALEPRICEPERSHAREOFEXELON COMMON STOCKON THE NEW YORK

STOCKEXCHANGEON THEDATEOF COMPLETIONOF THE MERGERBYTHE FRACTIONALINTERESTOF SHAREOFEXELON COMMON STOCKTO

WHICH SUCH HOLDERWOULDOTHERWISEBE ENTITLED

LISTINGOF EXELON STOCK

APPROVALFORLISTINGON THE NEW YORK STOCKEXCHANGEOF THE SHARESSHARE OF EXELON COMMON STOCKISSUABLETO PSEG

SHAREHOLDERSSHAREHOLDERPURSUANTTO THE MERGER SUBJECTONLYTO OFFICIALNOTICEOF ISSUANCEIS CONDITIONTO THEOBLIGATIONSOBLIGATIONOF EXELON AND

PSEG TO COMPLETETHE MERGER

COVENANTSCOVENANT

WE HAVE EACH UNDERTAKENCERTAINCOVENANTSCOVENANT IN THE MERGERAGREEMENTCONCERNINGTHE CONDUCTOF OUR RESPECTIVE
BUSINESSESBUSINESSE FROM THEDATETHE MERGERAGREEMENTWAS SIGNEDUNTILTHE EARLIEROF THEDATE OFCOMPLETIONOF THEMERGER AND THE

DATEOF THE TERMINATIONOF THE MERGERAGREEMENTTHE FOLLOWINGSUMMARIZESSUMMARIZE THEMORE SIGNIFICANTOF THESECOVENANTSCOVENANT

NO SOLICITATION PSEG HAS AGREEDTHATIT WILL NOT AND WILL NOT PERMITITS SUBSIDIARIESSUBSIDIARIE OR ITSOR ANY OF ITS SUBSIDIARIESSUBSIDIARIE

RESPECTIVEOFFICERSOFFICERDIRECTORSDIRECTOREMPLOYEESEMPLOYEEADVISORSADVISOR REPRESENTATIVESREPRESENTATIVEOR AGENTSAGENTTO

SOLICITINITIATE OR KNOWINGLYENCOURAGEOR FACILITATEINCLUDINGBYWAY OF FURNISHINGNONPUBLICINFORMATION
ANY INQUIRESINQUIREREGARDINGOR THEMAKINGOF ANY PROPOSALWHICH CONSTITUTESCONSTITUTEOR THATMAY REASONABLYBE EXPECTEDTO

LEADTO ANY TAKEOVER PROPOSALOF THETYPEDESCRIBEDBELOW

ENTER INTO ANY LETTEROF INTENTOR AGREEMENTWITH RESPECTTO TAKEOVERPROPOSAL

PARTICIPATEIN ANY DISCUSSIONSDISCUSSION OR NEGOTIATIONSNEGOTIATIONREGARDINGTAKEOVERPROPOSALOR

TAKEANY OTHERACTIONTO FACILITATEANY INQUIRIESINQUIRIEOR THEMAKINGOF ANY PROPOSALTHATCONSTITUTESCONSTITUTEOR THATMAY

REASONABLYBE EXPECTEDTO LEADTO ANY TAKEOVERPROPOSAL

UNDER THE MERGERAGREEMENTPSEG AGREEDTO CEASE ALLEXISTINGACTIVITIESACTIVITIE DISCUSSIONSDISCUSSION OR NEGOTIATIONSNEGOTIATIONAS OF THE DATEOF

THEMERGERAGREEMENTWITH ANY THIRDPARTIESPARTIEWITH RESPECTTO ANY TAKEOVERPROPOSALPSEG ALSOAGREEDTO NOTIFYEXELON AS

PROMPTLYAS PRACTICABLEAND IN ANY EVENT WITHIN 18 HOURSHOUR AFTERIT RECEIVESRECEIVE TAKEOVERPROPOSALOR ANY INFORMATION IS SOUGHT
WITH RESPECTTO TAKEOVERPROPOSALAND TO INFORM EXELON OF THEPROPOSEDMATERIALTERMSTERM AND CONDITIONSCONDITION OF ANY SUCHPROPOSAL
AND THEIDENTITYOF THEPARTYMAKINGSUCHPROPOSALPSEG HAS FURTHERAGREEDTO KEEPEXELON INFORMEDON CURRENT BASISBASI OF

THE STATUSSTATU AND DETAILSDETAIL OF ANY TAKEOVERPROPOSALOR INQUIRYPSEG HAS ALSOAGREEDTO PROVIDEEXELON WITH COPIESCOPIEOF ALLWRITTEN

MATERIALSMATERIAL DELIVEREDTOPSEG BYTHEPARTYMAKINGTHE TAKEOVERPROPOSALPSEG ALSOAGREEDTO ENFORCEALLSTANDSTILL

AGREEMENTSAGREEMENTTO WHICH IT OR ANY OF ITS SUBSIDIARIESSUBSIDIARIE IS PARTY
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HOWEVERPRIORTO THE PSEG ANNUALMEETINGPSEG IS PERMITTEDTO PARTICIPATEIN NEGOTIATIONSNEGOTIATIONWITH AND FURNISH

INFORMATIONINCLUDINGNONPUBLICINFORMATIONWITH RESPECTTO PSEG TO THIRDPARTYMAKINGAN UNSOLICITEDBONA FIDE WRITTEN

TAKEOVERPROPOSALIF

IN THEREASONABLEGOODFAITHJUDGMENTOF THE PSEG BOARDOF DIRECTORSDIRECTOR THE TAKEOVERPROPOSALCONSTITUTESCONSTITUTE

SUPERIORPROPOSALOF THETYPEDESCRIBEDBELOW

THEPSEG BOARD OF DIRECTORSDIRECTORDETERMINESDETERMINE IN ITSREASONABLEGOODFAITHJUDGMENTAFTERCONSULTATIONWITH ITS

OUTSIDECOUNSELTHATIT IS REQUIREDBY ITSFIDUCIARYDUTIESDUTIE TO PARTICIPATEIN SUCH NEGOTIATIONSNEGOTIATIONOR FURNISHSUCH

INFORMATION

PRIORTO PSEG FURNISHINGANY INFORMATIONINCLUDINGNONPUBLICINFORMATIONTO THIRDPARTYMAKINGSUCH

SUPERIORPROPOSALTHE THIRDPARTYFIRSTSIGNSSIGN CONFIDENTIALITYAGREEMENTWITH PSEG CONTAININGCONFIDENTIALITY
PROVISIONSPROVISIONNO MORE FAVORABLETO THE THIRDPARTYTHANTHOSEIN THECONFIDENTIALITYAGREEMENTBETWEEN EXELON AND

PSEG

PRIORTO PSEG FURNISHINGANY SUCHINFORMATION TO SUCHTHIRDPARTYOR ENTERINGINTO NEGOTIATIONSNEGOTIATIONWITH SUCH

THIRDPARTYPSEG GIVESGIVE EXELON AT LEASTTHREEBUSINESSBUSINES DAYSDAY ADVANCE WRITTENNOTICEOF THE IDENTITYOF THE THIRD

PARTYAND THEPROPOSEDTERMSTERM AND CONDITIONSCONDITION OF SUCHSUPERIORPROPOSAL

PSEG HAS PROVIDEDEXELON WITH COPY OF ALLWRITTENMATERIALSMATERIAL DELIVEREDTO THE THIRDPARTYMAKINGTHESUPERIOR
PROPOSALAND COPY OF ALLWRITTENMATERIALSMATERIAL DELIVEREDBYSUCHTHIRDPARTYTO PSEG AND

PSEG HAS FULLYCOMPLIEDWITH THEREQUIREMENTSREQUIREMENTDESCRIBED ABOVE UNDERTHEHEADINGNOSOLICITATION

ADDITIONALLYTHEPROVISIONDESCRIBEDABOVE DOESDOE NOT RESTRICTPSEG FROM COMPLYINGWITH RULESRULE 14D9 OR UNDERTHE

EXCHANGEACT HOWEVERCOMPLIANCEWITH SUCHRULESRULE WILL NOT LIMIT OR MODIFYTHEEFFECTTHATANY ACTIONTAKENPURSUANTTO SUCH

RULESRULE HASUNDER THE MERGERAGREEMENT

TAKEOVER PROPOSALMEANSMEAN ANY INQUIRYOFFEROR PROPOSALBYANY THIRDPARTYOTHERTHANEXELON AND ITSAFFILIATESAFFILIATE
RELATINGTO ANY

ACQUISITIONOR PURCHASEFROM PSEG BYANY THIRDPARTYOF 20 OR MORE OF THETOTALOUTSTANDINGVOTING
SECURITIESSECURITIE OF PSEG OR ANY OF ITSSIGNIFICANTSUBSIDIARIESSUBSIDIARIE

TENDEROFFEROR EXCHANGEOFFERTHATIF CONSUMMATED WOULDRESULTIN ANY THIRDPARTYBENEFICIALLYOWNING20 OR

MORE OF THE TOTALOUTSTANDINGVOTINGSECURITIESSECURITIE OFPSEG OR ANY OF ITSSIGNIFICANTSUBSIDIARIESSUBSIDIARIE

MERGER CONSOLIDATIONBUSINESSBUSINES COMBINATIONLIQUIDATIONRECAPITALIZATIONDISSOLUTIONOR SIMILAR TRANSACTION

INVOLVINGPSEG OR OF ITSSIGNIFICANTSUBSIDIARIESSUBSIDIARIE OR

DIRECTOR INDIRECTACQUISITIONOR PURCHASEOF 20 OR MORE OF THE ASSETSASSET OFPSEG AND ITSSIGNIFICANTSUBSIDIARIESSUBSIDIARIE

SUPERIORPROPOSALMEANSMEAN ANY UNSOLICITEDBONA FIDE WRITTENOFFERTO ACQUIREDIRECTLYOR INDIRECTLYFORCONSIDERATION

CONSISTINGOF CASHANDOR SECURITIESSECURITIE

MORE THAN50 OF THEOUTSTANDINGVOTINGSECURITIESSECURITIE OF PSEG OR

ALLOR SUBSTANTIALLYALLTHE ASSETSASSET OFPSEG

AND OTHERWISEON TERMSTERM THEPSEG BOARDOF DIRECTORSDIRECTORDETERMINESDETERMINE IN ITS REASONABLEGOODFAITHJUDGMENTAFTERCONSULTATIONWITH

PSEGSPSEG FINANCIAL ADVISORSADVISOR TO BE MORE FAVORABLETO PSEGSPSEG SHAREHOLDERSSHAREHOLDERFROM FINANCIAL POINTOF VIEW THANTHETRANSACTIONSTRANSACTION

CONTEMPLATEDBYTHE MERGERAGREEMENTINCLUDINGANY PROPOSALTO AMEND THE MERGERAGREEMENTWHICH IS NOT CONDITIONED ON

ANY FINANCINGAND IS REASONABLYLIKELYTO RECEIVEALLREQUIREDGOVERNMENTALAPPROVALSAPPROVALIN THE FORM OF FINALORDERSORDER BYJUNE 20
2006 AS
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MAY BE EXTENDEDAND IS OTHERWISEREASONABLYCAPABLEOF BEINGCOMPLETEDON THE TERMSTERM PROPOSEDTAKINGINTO ACCOUNT THE

ABILITYTO DELIVERANY CONSIDERATIONTO BE PAIDIN SUCHTRANSACTION

BOARD OFDIRECTORSDIRECTOR COVENANT TO RECOMMEND PSEG HAS AGREEDTHATITSBOARD OF DIRECTORSDIRECTORWILL RECOMMEND THE

APPROVALOF THEMERGER AGREEMENTTO PSEG SHAREHOLDERSSHAREHOLDERAND NEITHERSUCH BOARDOF DIRECTORSDIRECTOR NOR COMMITTEE THEREOFWILL

WITHDRAWQUALIFYOR MODIFYIN MANNER ADVERSETO EXELON SUCHRECOMMENDATIONITSAPPROVALOF THE MERGER

AGREEMENTAND THEMERGEROR THEPSEG BOARD OF DIRECTORSDIRECTOR DECLARATIONTHATTHE MERGERAGREEMENTAND THE

MERGERARE ADVISABLEFAIRTO AND IN THE BESTINTERESTSINTEREST OF PSEG AND ITS SHAREHOLDERSSHAREHOLDER

TAKEANY OTHERACTIONOR MAKE ANY OTHERSTATEMENT IN CONNECTIONWITH THEPSEG ANNUAL MEETINGINCONSISTENT

WITH SUCH DECLARATIONAPPROVALOR RECOMMENDATION

APPROVEOR RECOMMENDOR PROPOSETO APPROVE OR RECOMMENDANY TAKEOVERPROPOSALOR

AUTHORIZEPSEG OR ANY OF ITS SUBSIDIARIESSUBSIDIARIE TO ENTER INTO AN AGREEMENTWITH RESPECTTO TAKEOVERPROPOSAL

EXCEPTPURSUANTTO ITSRIGHTTO TERMINATETHE MERGERAGREEMENTAS DESCRIBEDUNDERTHEHEADINGTERMINATION OF MERGER
AGREEMENT

SIMILARLYEXELON HAS AGREEDTHATITSBOARDOF DIRECTORSDIRECTOR WILL RECOMMEND THE ISSUANCEOF SHARESSHARE OF EXELON COMMON STOCK

AS CONTEMPLATEDBYTHE MERGERAGREEMENTAND SUCHBOARD OF DIRECTORSDIRECTOR WILL NOT WITHDRAWQUALIFYOR MODIFYIN MANNER

ADVERSETO PSEG SUCHRECOMMENDATION OR ITSAPPROVALOF THE SHAREISSUANCETHEMERGERAGREEMENTAND THE MERGEROR THE

EXELON BOARD OF DIRECTORSDIRECTOR DECLARATIONTHATTHE MERGERAGREEMENTAND THE MERGERARE ADVISABLEFAIR TO AND IN THE BESTINTERESTSINTEREST

OFEXELON AND ITS SHAREHOLDERSSHAREHOLDEREXCEPTTO THEEXTENT THATIN THEREASONABLEGOODFAITHJUDGMENTOF EXELONSEXELON BOARDOF DIRECTORSDIRECTOR

FAILURETO SO WITHDRAWQUALIFYOR MODIFYITS RECOMMENDATION WOULDVIOLATETHEFIDUCIARYDUTIESDUTIE OFEXELONSEXELON BOARDOF DIRECTORSDIRECTOR

UNDERAPPLICABLELAW PROVIDEDTHATSUCH BOARDOF DIRECTORSDIRECTOR MAY NOT WITHDRAWQUALIFYOR MODIFYITSRECOMMENDATION AFTERTHE
EXELON ANNUALMEETING

OPERATIONSOPERATIONOFEXELON AND PSEG PENDINGCLOSING AS EXPLAINEDBELOWWE HAVE EACH UNDERTAKEN SEPARATECOVENANT

THATPLACESPLACERESTRICTIONSRESTRICTIONON OURSELVESOURSELVE AND OUR RESPECTIVESUBSIDIARIESSUBSIDIARIE UNTILEITHERCOMPLETIONOF THEMERGEROR THE TERMINATIONOF

THEMERGERAGREEMENT

RESTRICTIONSRESTRICTION ON SH BUSINESSBUSINES PENDINGCLOSING IN GENERALUNTILEITHERTHECLOSINGOF THEMERGEROR THETERMINATION
OFTHE MERGERAGREEMENTEXELON AND ITS SUBSIDIARIESSUBSIDIARIE ARE REQUIREDTO CARRYON THEIRBUSINESSESBUSINESSE IN ALLMATERIALRESPECTSRESPECTIN THE

ORDINARYCOURSE AS CURRENTLYCONDUCTEDAND TO USE REASONABLEBESTEFFORTSEFFORT TO PRESERVETHEIRBUSINESSBUSINES ORGANIZATIONINTACT
MAINTAIN THEIRMATERIALPERMITSPERMIT AND PRESERVETHEIRRELATIONSRELATION AND GOODWILLWITH GOVERNMENTALAUTHORITIESAUTHORITIE AND WITH THEIR

EMPLOYEESEMPLOYEECUSTOMERSCUSTOMER SUPPLIERSSUPPLIERDISTRIBUTORSDISTRIBUTORCREDITORSCREDITORLESSORSLESSORLICENSORSLICENSORLICENSEESLICENSEE AND OTHERSOTHER HAVINGONGOINGBUSINESSBUSINES

RELATIONSHIPSRELATIONSHIPWITH THEM TO THE END THATTHEIRGOODWILLAND ONGOINGBUSINESSESBUSINESSE BE UNIMPAIREDAT THE EFFECTIVETIME OF THE

MERGER EXELON ALSOHAS AGREEDTHATSUBJECTTO SPECIFIEDEXCEPTIONSEXCEPTIONAND EXCEPTAS EXPRESSLYCONTEMPLATEDBYTHE MERGER
AGREEMENTWITHOUTTHEPRIORWRITTENCONSENT OF PSEG WHICH CONSENT WILL NOT BE UNREASONABLYWITHHELDOR DELAYEDIT WILL

NOT AND WILL NOT PERMITANY OF ITS SUBSIDIARIESSUBSIDIARIE TO

DECLARESET ASIDE OR PAY ANY DIVIDENDSDIVIDEND ON OR MAKE ANY OTHERDISTRIBUTIONSDISTRIBUTION IN RESPECTOF ANY CAPITALSTOCKOF

EXELON OR ITS SUBSIDIARIESSUBSIDIARIE OTHERTHAN DIVIDENDSDIVIDEND AND DISTRIBUTIONSDISTRIBUTION MADE BY DIRECTOR INDIRECTSUBSIDIARYOF

EXELON TO SUCH SUBSIDIARYSSUBSIDIARYPARENT REGULARQUARTERLYCASHDIVIDENDSDIVIDEND AND DISTRIBUTIONSDISTRIBUTION IN ACCORDANCEWITH

EXELONSEXELON STATEDDIVIDEND POLICYAND WITH RECORDDATESDATE AND PAYMENTDATESDATE CONSISTENTWITH EXELONSEXELON PAST
DIVIDEND PRACTICEAND REGULARCASHDIVIDENDSDIVIDEND AND DISTRIBUTIONSDISTRIBUTION WITH RESPECTTO PREFERREDSTOCKOF EXELON OR

ITS SUBSIDIARIESSUBSIDIARIE IN ACCORDANCEWITH THE TERMSTERM THEREOFAS OF DECEMBER 20 2004
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SPLITCOMBINE OR RECLASSIFYANY OF ITSCAPITALSTOCKOR ISSUE OR AUTHORIZETHE ISSUANCEOF ANY OTHERSECURITIESSECURITIE IN

SUBSTITUTIONFORSHARESSHARE OF ITSCAPITALSTOCK

PURCHASEREDEEM OR OTHERWISEACQUIREANY SHARESSHARE OF CAPITALSTOCKOF EXELON OR ANY SUBSIDIARYOR ANY OTHER
SECURITIESSECURITIE THEREOFOR ANY RIGHTSRIGHTWARRANTSWARRANT OR OPTIONSOPTIONTO ACQUIREANY SUCH SHARESSHARE OR OTHERSECURITIESSECURITIE OTHERTHAN
THEPURCHASEOF SHARESSHARE OF EXELON COMMON STOCKIN THEOPEN MARKETPURSUANTTO THEEXELON EMPLOYEESTOCK

PURCHASEPLAN AND EXELON DIVIDEND REINVESTMENT PLAN

ISSUEDELIVERPLEDGEENCUMBERSELLDISPOSEOFOR GRANTANY SHARESSHARE OFCAPITALSTOCKOF EXELON OR ITS

SUBSIDIARIESSUBSIDIARIE ANY OTHERVOTINGSECURITIESSECURITIE OR EQUITYEQUIVALENTOR ANY SECURITIESSECURITIE CONVERTIBLEINTO OR OPTIONSOPTION
WARRANTSWARRANT OR RIGHTSRIGHTTO ACQUIREANY SUCH SHARESSHARE VOTINGSECURITIESSECURITIEEQUITYEQUIVALENTOR CONVERTIBLESECURITIESSECURITIEOR

ANY STOCKAPPRECIATIONRIGHTSRIGHTOTHERTHAN THE ISSUANCEOF SHARESSHARE OF EXELON COMMON STOCKUPON THE EXERCISE

OF EXELON STOCKOPTIONSOPTIONAND EXELON EQUITYBASEDAWARDSAWARD OUTSTANDINGAS OFDECEMBER 20 2004 OR UPON
EXERCISEOF EXELON STOCKOPTIONSOPTIONAND EXELON EQUITYBASEDAWARDSAWARD GRANTEDIN ACCORDANCEWITH THE MERGER
AGREEMENTOR PURSUANTTO THETERMSTERM OF ANY COMPENSATIONAGREEMENT THEAWARDOF SPECIFIEDAMOUNTSAMOUNT OF
EXELON STOCKOPTIONSOPTIONAND EXELON EQUITYBASEDAWARDSAWARD THEISSUANCE OF SHARESSHARE OF EXELON COMMON STOCK

PURSUANTTO EXELONSEXELON EMPLOYEESTOCKPURCHASEPLAN AND DIVIDEND REINVESTMENT PLAN IN ACCORDANCEWITH SUCH

PLANSPLAN RESPECTIVETERMSTERM ISSUANCESISSUANCE OR TRANSFERSTRANSFEROF SHARESSHARE OFANY SUBSIDIARYOFEXELON TO SUCH

PARENTAND THE ISSUANCEOF EXELON PHANTOMSHARESSHARE

AMEND EXELONSEXELON AMENDED AND RESTATEDARTICLESARTICLE OF INCORPORATIONOTHERTHAN TO INCREASEITSAUTHORIZEDCAPITAL
STOCK

AMEND EXELONSEXELON AMENDED AND RESTATEDBYLAWSBYLAW OR THECHARTERBYLAWSBYLAW OR OTHERCOMPARABLEORGANIZATIONAL
DOCUMENTSDOCUMENT OF ANY SUBSIDIARYOF EXELON OTHERTHANIN MANNER THATIS NOT ADVERSETO THEMERGERAND NOT

INCONSISTENTWITH ANY OFSH OBLIGATIONSOBLIGATIONUNDERTHE MERGERAGREEMENT

ACQUIREANY ASSETSASSET OTHERTHANIN THEORDINARYCOURSE OF BUSINESSBUSINES CONSISTENTWITH PASTPRACTICEOR PURSUANTTO

CAPITALEXPENDITURESEXPENDITUREPERMITTEDUNDERTHE MERGERAGREEMENTOR ACQUIREOR AGREETO ACQUIRESUBSTANTIALPORTION
OF THE ASSETSASSET OF OR EQUITYIN ANY ENTITYOR MAKE INVESTMENTSINVESTMENT IN ANY ENTITYOTHERTHANACQUISITIONSACQUISITIONAND

INVESTMENTSINVESTMENT THATDO NOT EXCEED 10 MILLION INDIVIDUALLYOR 50 MILLION IN THEAGGREGATEINCLUDINGTHE VALUE OF

INDEBTEDNESSINDEBTEDNES ASSUMED IN ANY CONSECUTIVE12 MONTH PERIODAND WOULD NOT REASONABLYBE EXPECTEDTO PREVENT
OR MATERIALLYDELAYTHEABILITYOF EXELON OR PSEG TO OBTAINTHEREQUIREDSTATUTORYAPPROVALSAPPROVAL

EXCEPTTO THEEXTENT REQUIREDBYAPPLICABLELAW OR ANY BENEFIT PLANOR COLLECTIVEBARGAININGAGREEMENTWITH

RESPECTTO ANY CURRENT OR FORMEREMPLOYEEOFFICEROR DIRECTOR GRANTANY INCREASEIN COMPENSATIONOTHER

THANIN THEORDINARYCOURSE OF BUSINESSBUSINES CONSISTENTWITH PASTPRACTICE GRANTANY INCREASEIN SEVERANCE OR

TERMINATIONPAY OTHERTHANINCREASESINCREASE THATARE CONSISTENTWITH PASTPRACTICEAND DO NOT IN THEAGGREGATERESULTIN

MATERIALINCREASEIN BENEFITSBENEFIT OR COMPENSATIONEXPENSESEXPENSE ENTER INTO OR AMEND ANY COMPENSATION
AGREEMENT ESTABLISHADOPTENTER INTO OR AMEND IN ANY MATERIALRESPECTANY COLLECTIVEBARGAINING
AGREEMENTOR BENEFITPLANOTHERTHANAS REQUIREDTO OBTAIN DETERMINATIONFROM THEIRS THATSUCH PLANIS

QUALIFIEDPLAN OR RENEWALON SUBSTANTIALLYSIMILAR TERMSTERM OR TAKE ANY ACTIONTO ACCELERATEANY RIGHTSRIGHTOR

BENEFITSBENEFIT UNDERANY COLLECTIVEBARGAININGAGREEMENTBENEFITPLANOR COMPENSATIONAGREEMENT

MAKE ANY MATERIALCHANGEIN ACCOUNTINGMETHODSMETHOD PRINCIPLESPRINCIPLEOR PRACTICESPRACTICEEXCEPTAS REQUIREDBYGENERALLY
ACCEPTEDACCOUNTINGPRINCIPLESPRINCIPLEOR BYEXELONSEXELON INDEPENDENTAUDITORSAUDITOR

SELLLEASEAS LESSORLICENSEOR OTHERWISEDISPOSEOF OR SUBJECTTO ANY LIEN OTHERTHANLIENSLIEN CREATEDIN

CONNECTIONWITH THEREFINANCINGOF SH DEBT THATARE NO LESSLES FAVORABLETO EXELON AND ITS SUBSIDIARIESSUBSIDIARIE THAN

THOSELIENSLIEN THATWERE CREATEDIN CONNECTIONWITH THEEXELON DEBT BEINGREFINANCEDANY OF ITSPROPERTIESPROPERTIEOR

ASSETSASSET THATARE MATERIALINDIVIDUALLYOR IN THEAGGREGATETO
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EXELON AND ITS SUBSIDIARIESSUBSIDIARIE TAKENAS WHOLEOTHERTHANSALESSALE OF EXCESSEXCES OR OBSOLETEASSETSASSET IN THEORDINARY
COURSE OF BUSINESSBUSINES CONSISTENTWITH PASTPRACTICEAND EXCEPTTO THE EXTENT NECESSARYTO OBTAIN ANY REQUIRED
STATUTORYAPPROVAL

EXCEPTIN THEORDINARYCOURSE OF BUSINESSBUSINES CONSISTENTWITH PASTPRACTICEINCURANY INDEBTEDNESSINDEBTEDNES FORBORROWED

MONEY GUARANTEEANY SUCH INDEBTEDNESSINDEBTEDNES OR MAKE ANY LOANSLOAN ADVANCESADVANCE OR CAPITALCONTRIBUTIONSCONTRIBUTION TO OR OTHER
INVESTMENTSINVESTMENT IN ANY INDIVIDUAL OR ENTITYOTHERTHAN IN CONNECTIONWITH REFINANCINGON COMMERCIALLY
REASONABLETERMSTERM AND BORROWINGSBORROWINGUNDERREVOLVINGCREDITAGREEMENTSAGREEMENTOR SIMILAR CREDITFACILITIESFACILITIE IN EFFECTAS OF
DECEMBER 20 2004 INDEBTEDNESSINDEBTEDNES INCURREDBYANY SUBSIDIARYOF EXELON UNDER LOAN TO EXELON OR ANY
SUBSIDIARYOF EXELON AND THEASSUMPTIONOF INDEBTEDNESSINDEBTEDNES IN CONNECTIONWITH AN ACQUISITIONOR INVESTMENT
MADE IN ACCORDANCEWITH THE MERGERAGREEMENT

OTHERTHANPURSUANTTO SH CAPITALEXPENDITUREBUDGETOR AS REQUIREDBYANY GOVERNMENTALAUTHORITYTO BE
IN COMPLIANCEWITH ANY MATERIALPERMITMAKE OR AGREETO MAKE ANY NEW CAPITALEXPENDITUREOR EXPENDITURESEXPENDITURE
WHICH INDIVIDUALLYIS IN EXCESSEXCES OF15 MILLION OR IN THEAGGREGATEARE IN EXCESSEXCES OF 300 MILLION IN ANY
CONSECUTIVE12 MONTH PERIOD

ENGAGE IN ANY ACTIVITIESACTIVITIE WHICH WOULD CAUSE CHANGEIN EXELONSEXELON STATUSSTATU UNDERPUHCA

ENTER INTO ANY POWER AGREEMENTOTHERTHANANY POWER AGREEMENTENTEREDINTO IN THEORDINARYCOURSE OF
BUSINESSBUSINES THATDOESDOE NOT EXCEED NOTIONALVALUE OF PURCHASEANDOR SALEOF ENERGYCOMMITMENTSCOMMITMENT OF
300 MILLION FIXED NOTIONALVALUE OF PURCHASEANDOR SALEOF CAPACITYOF 25 MILLION NOTIONALVALUE
FORTHEUNDERLYINGSALEOF OPTIONSOPTIONOF 100 MILLION AND NOTIONALVALUE FORTHEAGGREGATEPREMIUMSPREMIUMPAIDIN

CALENDARYEARFORTHEPURCHASEOF OPTIONSOPTIONOF 50 MILLION UNLESSUNLES EXELON CONSULTSCONSULT WITH AND OBTAINSOBTAIN THEPRIOR
WRITTENCONSENT OF PSEG REGARDINGSUCHPOWER AGREEMENT

AMEND OR MODIFYSH TRADINGGUIDELINESGUIDELINERENDERINGTHEM LESSLES RESTRICTIVETHANTHOSEIN EFFECTAS OF
DECEMBER 20 2004 OR TERMINATEEXELONSEXELON TRADINGGUIDELINESGUIDELINEUNLESSUNLES EXELON ADOPTSADOPTNEW TRADINGGUIDELINESGUIDELINETHAT
ARE AT LEASTAS RESTRICTIVEAS THOSEIN EFFECTAS OFDECEMBER 20 2004

VIOLATEITSTRADINGGUIDELINESGUIDELINEOR PERMITITS NET TRADINGPOSITIONSPOSITIONTO BE OUTSIDESUCH GUIDELINESGUIDELINERISKPARAMETERSPARAMETER

TAKEANY ACTIONTHATWOULDINDIVIDUALLYOR IN THEAGGREGATEREASONABLYBE EXPECTEDTO MAKE EXELON NEW

ENGLANDHOLDINGSHOLDINGLLCSLLC OBLIGATIONSOBLIGATIONRECOURSE TO EXELON OR ANY OF ITS OTHERSUBSIDIARIESSUBSIDIARIE OR WOULDREASONABLY
BE EXPECTEDTO MAKE IT NECESSARYFOREXELON TO CONTRIBUTEANY CASHOTHERASSETSASSET OR SERVICESSERVICE TO FACILITATETHE

OPERATIONOF EXELON NEW ENGLANDHOLDINGSHOLDINGOR ITS SUBSIDIARIESSUBSIDIARIE

ADOPTPLANOF COMPLETEOR PARTIALLIQUIDATIONOR DISSOLUTIONOF EXELON OR ANY OF ITSSIGNIFICANTSUBSIDIARIESSUBSIDIARIE OR

COMMIT OR AGREETO TAKEANY OF THEFOREGOINGACTIONSACTION

RESTRICTIONSRESTRICTION ON PSEG BUSINESSBUSINES PENDINGCLOSING IN GENERALUNTILEITHERTHECLOSINGOF THE MERGEROR THE TERMINATION
OF THE MERGERAGREEMENTPSEG AND ITS SUBSIDIARIESSUBSIDIARIE ARE REQUIREDTO CARRYON THEIRBUSINESSESBUSINESSE IN ALLMATERIALRESPECTSRESPECTIN THE

ORDINARYCOURSE AS CURRENTLYCONDUCTEDAND TO USE REASONABLEBESTEFFORTSEFFORTTO PRESERVETHEIRBUSINESSBUSINES ORGANIZATIONINTACT
MAINTAIN THEIRMATERIALPERMITSPERMITAND PRESERVETHEIRRELATIONSRELATION AND GOODWILLWITH GOVERNMENTALAUTHORITIESAUTHORITIE AND WITH THEIR
EMPLOYEESEMPLOYEECUSTOMERSCUSTOMER SUPPLIERSSUPPLIERDISTRIBUTORSDISTRIBUTORCREDITORSCREDITORLESSORSLESSORLICENSORSLICENSORLICENSEESLICENSEE AND OTHERSOTHER HAVINGONGOINGBUSINESSBUSINES

RELATIONSHIPSRELATIONSHIPWITH THEM TO THE END THATTHEIRGOODWILLAND ONGOINGBUSINESSESBUSINESSE BE UNIMPAIREDAT THE EFFECTIVETIME OF THE

MERGER PSEG ALSOHAS AGREEDTHATSUBJECTTO SPECIFIEDEXCEPTIONSEXCEPTIONAND EXCEPTAS EXPRESSLYCONTEMPLATEDBYTHE MERGER
AGREEMENTWITHOUTTHEPRIORWRITTENCONSENT OFEXELON WHICH
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CONSENT WILLNOT BE UNREASONABLYWITHHELDOR DELAYEDIT WILL NOT AND WILL NOT PERMITANY OF ITS SUBSIDIARIESSUBSIDIARIE TO

DECLARESET ASIDE OR PAY ANY DIVIDENDSDIVIDEND ON OR MAKE ANY OTHERDISTRIBUTIONSDISTRIBUTION IN RESPECTOF ANY CAPITALSTOCKOF

PSEG OR ITS SUBSIDIARIESSUBSIDIARIE OTHERTHAN DIVIDENDSDIVIDEND AND DISTRIBUTIONSDISTRIBUTION MADE BY DIRECTOR INDIRECTSUBSIDIARYOF

PSEG TO SUCH SUBSIDIARYSSUBSIDIARYPARENT REGULARQUARTERLYCASHDIVIDENDSDIVIDEND AND DISTRIBUTIONSDISTRIBUTION IN ACCORDANCEWITH

PSEGSPSEG STATEDDIVIDEND POLICYWITH RECORDDATESDATE AND PAYMENTDATESDATE CONSISTENTWITH SH PASTDIVIDEND

PRACTICEAND REGULARCASHDIVIDENDSDIVIDEND AND DISTRIBUTIONSDISTRIBUTION WITH RESPECTTO PREFERREDSTOCKOF PSEG OR ITS

SUBSIDIARIESSUBSIDIARIE IN ACCORDANCEWITH THE TERMSTERM THEREOFAS OFDECEMBER 20 2004

SPLITCOMBINE OR RECLASSIFYANY OF ITSCAPITALSTOCKOR ISSUE OR AUTHORIZETHE ISSUANCEOF ANY OTHERSECURITIESSECURITIE IN

SUBSTITUTIONFORSHARESSHARE OF ITSCAPITALSTOCK

PURCHASEREDEEM OR OTHERWISEACQUIREANY SHARESSHARE OF CAPITALSTOCKOFPSEG OR ANY SUBSIDIARYOR ANY OTHER

SECURITIESSECURITIE THEREOFOR ANY RIGHTSRIGHTWARRANTSWARRANT OR OPTIONSOPTIONTO ACQUIREANY SUCH SHARESSHARE OR OTHERSECURITIESSECURITIE

ISSUEDELIVERPLEDGEENCUMBERSELLDISPOSEOF OR GRANTANY SHARESSHARE OF CAPITALSTOCKOF PSEG OR ITS

SUBSIDIARIESSUBSIDIARIE ANY OTHERVOTINGSECURITIESSECURITIE OR EQUITYEQUIVALENTOR ANY SECURITIESSECURITIE CONVERTIBLEINTOOR OPTIONSOPTION
WARRANTSWARRANT OR RIGHTSRIGHTTO ACQUIREANY SUCH SHARESSHARE VOTINGSECURITIESSECURITIEEQUITYEQUIVALENTOR CONVERTIBLESECURITIESSECURITIEOR

ANY STOCKAPPRECIATIONRIGHTSRIGHTOTHERTHAN THEISSUANCE OF SHARESSHARE OF PSEG COMMON STOCKUPON THE EXERCISEOF

PSEG STOCKOPTIONSOPTIONAND PSEG EQUITYBASEDAWARDSAWARD OUTSTANDINGAS OF DECEMBER 20 2004 OR UPON EXERCISEOF

PSEG STOCKOPTIONSOPTIONOR PSEG EQUITYBASEDAWARDSAWARD GRANTEDIN ACCORDANCEWITH THE MERGERAGREEMENTOR

PURSUANTTO THE TERMSTERM OF ANY COMPENSATIONAGREEMENT THE AWARDOF SPECIFIEDAMOUNTSAMOUNT OFPSEG STOCK

OPTIONSOPTIONAND PSEG EQUITYBASEDAWARDSAWARD ISSUANCESISSUANCE BY DIRECTOR INDIRECTSUBSIDIARYOF PSEG TO ITSPARENT
THE ISSUANCEOF SHARESSHARE UPON SETTLEMENTOF FORWARDPURCHASECONTRACTSCONTRACT FORMINGPARTOFPSEG EQUITYUNITSUNIT

PURSUANTTO THE TERMSTERM THEREOFAS EXISTINGON DECEMBER 20 2004 THE ISSUANCEOF SHARESSHARE OF COMMON STOCK

PURSUANTTO PSEGSPSEG STOCKPURCHASEPLANSPLANIN ACCORDANCEWITH SUCH PLANSPLAN RESPECTIVETERMSTERM AND THE ISSUANCE

OFPSEG PHANTOMSHARESSHARE AND DIVIDEND EQUIVALENTSEQUIVALENTWHICH ARE PAYABLEIN CASHIN THEORDINARYCOURSE OF

BUSINESSBUSINES CONSISTENTWITH PASTPRACTICE

AMEND SH CERTIFICATEOF INCORPORATION

AMEND PSEGSPSEG BYLAWSBYLAW OR THECHARTERBYLAWSBYLAW OR OTHERCOMPARABLEORGANIZATIONALDOCUMENTSDOCUMENT OF ANY

SUBSIDIARYOF PSEG OTHERTHANIN IME THATIS NOT ADVERSETO THE MERGERAND NOT INCONSISTENTWITH ANY OF

EXELONSEXELON OBLIGATIONSOBLIGATIONUNDER THEMERGERAGREEMENT

ACQUIREANY ASSETSASSET OTHERTHANIN THEORDINARYCOURSE OF BUSINESSBUSINES CONSISTENTWITH PASTPRACTICEOR PURSUANTTO

CAPITALEXPENDITURESEXPENDITUREPERMITTEDUNDERTHE MERGERAGREEMENTOR ACQUIREOR AGREETO ACQUIRESUBSTANTIALPORTION
OF THEASSETSASSET OF OR EQUITYIN ANY ENTITYOR MAKE INVESTMENTSINVESTMENT IN ANY ENTITYOTHERTHANACQUISITIONSACQUISITIONAND

INVESTMENTSINVESTMENT IN ASSETSASSET AND ENTITIESENTITIE LOCATEDAND OPERATINGSOLELYIN THE UNITED STATESSTATE THATDO NOT EXCEED

MILLION INDIVIDUALLYOR 25 MILLION IN THEAGGREGATEINCLUDINGTHEVALUE OF INDEBTEDNESSINDEBTEDNES ASSUMEDIN ANY
CONSECUTIVE12 MONTH PERIODAND WOULD NOT REASONABLYBE EXPECTEDTO PREVENTOR MATERIALLYDELAYTHEABILITY
OF PSEG OR EXELON TO OBTAINTHEREQUIREDSTATUTORYAPPROVALSAPPROVAL

EXCEPTTO THEEXTENT REQUIREDBYAPPLICABLELAW OR ANY BENEFITPLANOR COLLECTIVEBARGAININGAGREEMENTWITH

RESPECTTO ANY CURRENT OR FORMEREMPLOYEEOFFICEROR DIRECTOR GRANTANY INCREASEIN COMPENSATIONOTHER

THANIN THEORDINARYCOURSE OF BUSINESSBUSINES CONSISTENTWITH PASTPRACTICE GRANTANY INCREASEIN SEVERANCE OR

TERMINATIONPAY OTHERTHANINCREASESINCREASE THATARE CONSISTENTWITH PASTPRACTICEAND DO NOT IN THEAGGREGATERESULTIN

MATERIALINCREASEIN BENEFITSBENEFIT OR COMPENSATIONEXPENSESEXPENSE ENTER INTO OR AMEND ANY COMPENSATION
AGREEMENT ESTABLISHADOPTENTER INTO OR AMEND IN ANY MATERIALRESPECTANY COLLECTIVEBARGAINING
AGREEMENTOR
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BENEFITPLANOTHERTHAN AS REQUIREDTO OBTAIN DETERMINATIONFROM THE THATSUCHPLANIS QUALIFIEDPLAN OR

RENEWALON SUBSTANTIALLYSIMILAR TERMSTERM OR TAKEANY ACTIONTO ACCELERATEANY RIGHTSRIGHTOR BENEFITSBENEFIT UNDERANY
COLLECTIVEBARGAININGAGREEMENTBENEFITPLANOR COMPENSATIONAGREEMENT

MAKE ANY MATERIALCHANGEIN ACCOUNTINGMETHODSMETHOD PRINCIPLESPRINCIPLEOR PRACTICESPRACTICEEXCEPTAS REQUIREDBYGENERALLY
ACCEPTEDACCOUNTINGPRINCIPLESPRINCIPLEOR BYSH INDEPENDENTAUDITORSAUDITOR

SELLLEASEAS LESSORLICENSEOR OTHERWISEDISPOSEOF OR SUBJECTTO ANY LIEN OTHERTHANLIENSLIEN CREATEDIN

CONNECTIONWITH THEREFINANCINGOF SH DEBT THATARE NO LESSLES FAVORABLETO PSEG AND ITS SUBSIDIARIESSUBSIDIARIE THAN

THOSELIENSLIEN THATWERE CREATEDIN CONNECTIONWITH THEPSEG DEBTBEINGREFINANCEDANY OF ITSPROPERTIESPROPERTIEOR ASSETSASSET

OTHERTHANSALESSALE OF EXCESSEXCES OR OBSOLETEASSETSASSET IN THEORDINARYCOURSE OF BUSINESSBUSINES CONSISTENTWITH PASTPRACTICE
SALESSALE OF ASSETSASSET BYPSEG ENERGYHOLDINGSHOLDINGPSEG POWER OR ANY OF THEIRSUBSIDIARIESSUBSIDIARIE AND CERTAINOTHERSPECIFIED
ASSETSASSET OF PSEG ON COMMERCIALLYREASONABLETERMSTERM AFTERHAVINGGIVENEXELON FIVE BUSINESSBUSINES DAYSDAY PRIORNOTICE

EXCEPTIN THEORDINARYCOURSE OFBUSINESSBUSINES CONSISTENTWITH PASTPRACTICEINCURANY INDEBTEDNESSINDEBTEDNES FORBORROWED

MONEY GUARANTEEANY SUCH INDEBTEDNESSINDEBTEDNES OR MAKE ANY LOANSLOAN ADVANCESADVANCE OR CAPITALCONTRIBUTIONSCONTRIBUTION TO OR OTHER

INVESTMENTSINVESTMENT IN ANY INDIVIDUAL OR ENTITYOTHERTHAN IN CONNECTIONWITH REFINANCINGON COMMERCIALLY
REASONABLETERMSTERM AND BORROWINGSBORROWINGUNDERREVOLVINGCREDITAGREEMENTSAGREEMENTOR SIMILAR CREDITFACILITIESFACILITIE IN EFFECTAS OF

DECEMBER 20 2004 INDEBTEDNESSINDEBTEDNES INCURREDBYANY SUBSIDIARYOF PSEG UNDER LOAN TO PSEG OR ANY

SUBSIDIARYOFPSEG AND THEASSUMPTIONOF INDEBTEDNESSINDEBTEDNES IN CONNECTIONWITH AN ACQUISITIONOR INVESTMENT

PERMITTEDBYTHEMERGERAGREEMENTEXCEPTTHATNEITHERENERGYHOLDINGSHOLDINGNOR ANY OF ITS SUBSIDIARIESSUBSIDIARIE MAY TAKE

ANY SUCH ACTION

OTHERTHANPURSUANTTO PSEGSPSEG CAPITALEXPENDITUREBUDGETOR AS REQUIREDBYANY GOVERNMENTALAUTHORITYTO BE

IN COMPLIANCEWITH ANY MATERIALPERMITMAKE OR AGREETO MAKE ANY NEW CAPITALEXPENDITUREOR EXPENDITURESEXPENDITURE
WHICH INDIVIDUALLYIS IN EXCESSEXCES OF 10 MILLION OR IN THEAGGREGATEARE IN EXCESSEXCES OF 150 MILLION IN ANY
CONSECUTIVE12 MONTH PERIOD

ENGAGE IN ANY ACTIVITIESACTIVITIE NOT ENGAGEDIN ON THE DATEHEREOFWHICH WOULD CAUSE CHANGEIN PSEGSPSEG STATUSSTATU AS AN

EXEMPTHOLDINGCOMPANY UNDERPUHCA

OTHERTHANPARTICIPATIONIN THE NEW JERSEYBASIC GENERATIONSERVICE AUCTIONIN MANNER CONSISTENTWITH PAST
PRACTICEENTER INTO ANY POWER AGREEMENTOTHERTHANANY POWER AGREEMENTENTEREDINTO IN THEORDINARYCOURSE

OF BUSINESSBUSINES THATDOESDOE NOT EXCEED NOTIONALVALUE OF PURCHASEANDOR SALEOF ENERGYCOMMITMENTSCOMMITMENT OF

150 MILLION FIXED NOTIONALVALUE OF PURCHASEANDOR SALEOF CAPACITYOF 25 MILLION NOTIONALVALUE

FORTHEUNDERLYINGSALEOF OPTIONSOPTIONOF75 MILLION AND NOTIONALVALUE FORTHEAGGREGATEPREMIUMSPREMIUMPAIDIN

CALENDARYEARFORTHEPURCHASEOF OPTIONSOPTIONOF 25 MILLION UNLESSUNLES PSEG CONSULTSCONSULT WITH AND OBTAINSOBTAIN THEPRIOR
WRITTENCONSENT OF EXELON REGARDINGSUCH POWER AGREEMENT

PAY DISCHARGESETTLECOMPROMISEOR SATISFYANY MATERIALCLAIMSCLAIM LIABILITIESLIABILITIE LITIGATIONOR OTHEROBLIGATIONSOBLIGATION
OTHERTHANTHE SATISFACTIONOF LIABILITIESLIABILITIE REFLECTEDIN OR CONTEMPLATEDBY THE MOST RECENT CONSOLIDATEDFINANCIAL

STATEMENTSSTATEMENT OR THE NOTESNOTE THERETOOF PSEG OR INCURREDIN THEORDINARYAND USUALCOURSE OF BUSINESSBUSINES CONSISTENT

WITH PASTPRACTICEOR WAIVE RELEASEOR ASSIGNANY SUCH MATERIALRIGHTSRIGHTOR CLAIMSCLAIM

ENTER INTO OR OTHERTHANIN THEORDINARYCOURSE OFBUSINESSBUSINES CONSISTENTWITH PASTPRACTICEMODIFYOR AMEND THE

TERMSTERM OF ANY LEVERAGEDLEASEOR FINANCINGCONTRACT WITH RESPECTTO ANY LEVERAGEDLEASE

TAKE ANY ACTIONTHATWOULDINDIVIDUALLYOR IN THEAGGREGATEREASONABLYBE EXPECTEDTO MAKE PSEG ENERGY
HOLDINGSHOLDINGOBLIGATIONSOBLIGATIONRECOURSE TO PSEG OR ANY OF ITS OTHERSUBSIDIARIESSUBSIDIARIE OR THATWOULD REASONABLYBE EXPECTED
TO MAKE IT NECESSARYFORPSEG OR EXELON AFTERGIVINGEFFECTTO
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THEMERGERTO CONTRIBUTEANY CASHPROPERTYOR SERVICESSERVICE TO THEOPERATIONSOPERATIONOFPSEG ENERGYHOLDINGSHOLDINGOR ITS

SUBSIDIARIESSUBSIDIARIE

AMEND OR MODIFYPSEGSPSEG TRADINGGUIDELINESGUIDELINERENDERINGTHEM LESSLES RESTRICTIVETHANTHOSEIN EFFECTAS OF

DECEMBER 20 2004 OR TERMINATEPSEGSPSEG TRADINGGUIDELINESGUIDELINEWITHOUTADOPTINGNEW TRADINGGUIDELINESGUIDELINETHATARE

AT LEASTAS RESTRICTIVEAS THOSEIN EFFECTAS OF DECEMBER 20 2004

VIOLATEITSTRADINGGUIDELINESGUIDELINEOR PERMITITS NET TRADINGPOSITIONSPOSITIONTO BE OUTSIDESUCH GUIDELINESGUIDELINERISK PARAMETERSPARAMETER

ADOPTPLANOF COMPLETEOR PARTIALLIQUIDATIONOR DISSOLUTIONOF PSEG OR ANY OF ITS SUBSIDIARIESSUBSIDIARIE

RETIRECOMMIT TO RETIREOR OTHERWISEINDICATE AN INTENTIONTO RETIREANY GENERATIONFACILITYOF PSEG OR ANY OF ITS

SUBSIDIARIESSUBSIDIARIE OR

COMMIT OR AGREETO TAKE ANY OFTHEFOREGOINGACTIONSACTION

REASONABLE BEST EFFORTSEFFORTCOVENANT WE HAVE AGREEDTO COOPERATEWITH EACHOTHERAND TO USE OUR AND CAUSE OUR

RESPECTIVESUBSIDIARIESSUBSIDIARIE TO USE REASONABLEBESTEFFORTSEFFORT TO TAKEOR CAUSE TO BE TAKENALLACTIONSACTION AND DO OR CAUSE TO BE DONE ALL

THINGSTHINGNECESSARYPROPEROR ADVISABLE UNDERTHE MERGERAGREEMENTAND APPLICABLELAWSLAW TO COMPLETETHEMERGERAND THE OTHER

TRANSACTIONSTRANSACTIONCONTEMPLATEDBYTHE MERGERAGREEMENTAS SOON AS PRACTICABLEINCLUDINGOBTAININGAS PROMPTLYAS PRACTICABLEALL

REQUIREDSTATUTORYAPPROVALSAPPROVALIN SUCH FORM AS THEYWOULD NOT CONSTITUTE BURDENSOME ORDER AS SUCH TERM IS DESCRIBED

BELOW

HOWEVERNEITHEREXELON NOR PSEG NOR ANY OFTHEIR AFFILIATESAFFILIATE WILL BE REQUIREDTO DIVESTOR HOLD SEPARATEOR OTHERWISE

TAKEANY ACTIONOR COMMIT TO TAKE ANY ACTIONTHATLIMITSLIMIT ITS FREEDOMWITH RESPECTTO ITS BUSINESSBUSINES OR THEBUSINESSBUSINES OF EXELON AFTER

GIVINGEFFECTTO THE MERGER UNLESSUNLES SUCHACTION WOULD NOT CONSTITUTE BURDENSOMEACTION

BURDENSOME ACTION IS ANY ACTIONTHAT

WOULDINDIVIDUALLYOR IN THEAGGREGATEREASONABLYBE EXPECTEDTO HAVE MATERIALADVERSEEFFECTON EXELON

AFTERGIVINGEFFECTTO THEMERGER OR

INVOLVESINVOLVE

DIVESTINGOR HOLDINGSEPARATEANY NUCLEARGENERATIONASSETSASSET OFEXELON PSEG OR ANY OFTHEIRRESPECTIVE
SUBSIDIARIESSUBSIDIARIE OR AFFILIATESAFFILIATE UNLESSUNLES OTHERWISEAGREEDBYTHE CHIEF EXECUTIVE OFFICERSOFFICER OFEACH OF EXELON AND PSEG

IMPLEMENTINGANY AUCTIONOR OTHERPROCESSPROCES TO TRANSFERCONTROLOVER AN AMOUNT OF NUCLEARBASELOADCAPACITY
MATERIALLYIN EXCESSEXCES OF THATAMOUNT OF NUCLEARBASELOADCAPACITYTHATIS PROPOSEDBYTHEPARTIESPARTIEMUTUALLY
AGREEDUPON ANALYSISANALYSIOF THEMITIGATIONSUFFICIENTTO ADDRESSADDRES THEINCREASEDMARKETCONCENTRATIONRESULTINGFROM

THEMERGERAS SET FORTHIN THEAPPENDIX ANALYSISANALYSIFILEDAT FERC FORBASELOADCAPACITYOR

DIVESTINGOR HOLDINGSEPARATEAN AMOUNT OFPEAKINGOR MIDMERIT GENERATIONASSETSASSET OR CAPACITYOFEXELON OR

PSEG OR ANY OF THEIRRESPECTIVESUBSIDIARIESSUBSIDIARIE OR AFFILIATESAFFILIATE MATERIALLYIN EXCESSEXCES OF THATAMOUNT OF PEAKINGAND

MIDMERIT ASSETSASSET OR CAPACITYTHATIS PROPOSEDBYTHEPARTIESPARTIEMUTUALLYAGREEDUPON ANALYSISANALYSIOFTHEMITIGATION
SUFFICIENTTO ADDRESSADDRES THE INCREASEDMARKETCONCENTRATIONRESULTINGFROM THE MERGERAS SET FORTHIN THE

APPENDIX ANALYSISANALYSIFILED AT FERC FORPEAKINGAND MIDMERIT CAPACITY

EXELON AND PSEG SUBMITTEDTHEIRMARKET CONCENTRATIONMITIGATIONPLANINCLUDINGTHEAPPENDIX ANALYSESANALYSEFOR

BASELOADCAPACITYAND PEAKINGAND MIDMERIT CAPACITYON FEBRUARY2005 ON MAY 2005 EXELON AND PSEG FILED

SUPPLEMENTTO THEIRFEBRUARYFILINGRESPONDINGTO OBJECTIONSOBJECTIONAND CONCERNSCONCERN RAISEDBY INTERVENORSINTERVENOR IN THESUPPLEMENTARY
FILINGEXELON AND PSEG PROPOSEDAN INCREASEIN THEGENERATIONCAPACITYTHATTHEYARE WILLINGTO DIVEST IF FERC APPROVESAPPROVE THE

MERGER
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WITHOUT HEARINGSEE THE MERGERREGULATORYMATTERSMATTER RELATINGTO THEMERGERFOR DESCRIPTIONOF THISTHI FILING

BURDENSOME ORDER IS ANY ORDERTHATREQUIRESREQUIREEXELON OR PSEG TO TAKEOR AGREETO TAKE BURDENSOMEACTIONOR AN

ORDERTHATOTHERWISECONSTITUTESCONSTITUTE BURDENSOME ACTION

FINAL ORDER IS ANY ACTIONBYTHE RELEVANTGOVERNMENTALAUTHORITYWHICH HAS NOT BEEN REVERSEDSTAYEDENJOINEDSET

ASIDEANNULLEDOR SUSPENDEDWITH RESPECTTO WHICH ANY WAITINGPERIODPRESCRIBEDBYLAW BEFORETHE TRANSACTIONSTRANSACTION

CONTEMPLATEDHEREBYMAY BE CONSUMMATED HAS EXPIREDAND AS TO WHICH ALLCONDITIONSCONDITION TO THE CONSUMMATION OF SUCH

TRANSACTIONSTRANSACTIONPRESCRIBEDBYLAW REGULATIONOR ORDERHAVE BEEN SATISFIED

PURSUANTTO THE MERGERAGREEMENTEXELON AND PSEG HAVE FORMED REGULATORYAPPROVALTEAM TO FORMULATETHEAPPROACH
TO BE TAKENWITH RESPECTTO OBTAININGTHEREQUIREDSTATUTORYAPPROVALSAPPROVALTHE TEAMSTEAM CHAIR IS EXELONSEXELON EXECUTIVE VICE PRESIDENT

GOVERNMENTAL ENVIRONMENTAL AFFAIRSAFFAIR AND POLICYAND ITS VICE CHAIRIS PSEGSPSEG SENIOR VICE PRESIDENTAND GENERALCOUNSEL

THE REGULATORYAPPROVALTEAM HASTHREECOMMITTEESCOMMITTEE AN ILLINOISILLINOI COMMITTEE PENNSYLVANIACOMMITTEE AND NEW JERSEY
COMMITTEE THE COMMITTEESCOMMITTEE HAVE PRIMARYRESPONSIBILITYFORFORMULATINGTHEAPPROACHTO BE TAKENWITH RESPECTTO OBTAINING
THEREQUIREDSTATUTORYAPPROVALSAPPROVALIN THEIRRESPECTIVEJURISDICTIONSJURISDICTIONTHE ENTIREREGULATORYAPPROVALTEAM AND NOT COMMITTEE

THEREOFWILL HAVE PRIMARYRESPONSIBILITYFORFORMULATINGTHEAPPROACHTO BE TAKENWITH RESPECTTO OBTAININGTHE OTHERSTATEAND

ALLFEDERALREQUIREDSTATUTORYAPPROVALSAPPROVAL

NEITHER EXELON NOR PSEG WILL COMMIT TO MAKE ANY CONCESSIONSCONCESSIONAGREEMENTSAGREEMENTOR UNDERTAKINGSUNDERTAKINGWITH ANY GOVERNMENTAL
AUTHORITYOR THIRDPARTYIN CONNECTIONWITH OBTAININGTHEREQUIREDSTATUTORYAPPROVALSAPPROVALUNLESSUNLES SUCH CONCESSIONAGREEMENTOR

UNDERTAKINGHAS BEEN APPROVEDBYTHEREGULATORYAPPROVALTEAM IF THE CHAIRAND THE VICECHAIR OF THEREGULATORYAPPROVAL
TEAM DO NOT AGREEON AN ACTIONTO BE TAKENTHEYWILL REFERTHE MATTER TO THE CHIEF EXECUTIVE OFFICERSOFFICER OFEXELON AND PSEG IF

THE CHIEF EXECUTIVE OFFICERSOFFICER DO NOT AGREE THE COMMITTEE OR TEAM WITH PRIMARYRESPONSIBILITYFOROBTAININGSUCH APPROVALWILL

DECIDE WHICH OFTHE ACTIONSACTION PRESENTEDTO THE CHIEF EXECUTIVE OFFICERSOFFICER WILL BE TAKEN SO LONGAS SUCH ACTION IS OTHERWISE

CONSISTENTWITH THETERMSTERM OF THE MERGERAGREEMENT

EMPLOYEEMATTERSMATTER IN THE MERGERAGREEMENTEXELON HASAGREEDTHATFOLLOWINGTHE MERGER IT WILL

HONORALLPSEG BENEFIT PLANSPLANAND ALLEMPLOYMENTSEVERANCE COLLECTIVEBARGAININGAND CHANGEIN CONTROL

AGREEMENTSAGREEMENTENTEREDINTO BYPSEG PRIORTO THE DATEOF THE MERGERAGREEMENT

CONTINUETO PROVIDEINDIVIDUALSINDIVIDUAL EMPLOYEDBYPSEG OR ITS SUBSIDIARIESSUBSIDIARIE PRIORTO COMPLETIONOF THE MERGERWHO

REMAIN EMPLOYEDBYEXELON OR ITS SUBSIDIARIESSUBSIDIARIE AFTERCOMPLETIONOF THEMERGEREMPLOYEEBENEFITSBENEFIT PURSUANTTO

THE TERMSTERM OF THE BENEFITPLANSPLANMAINTAINED BYPSEG PRIORTO COMPLETIONOF THE MERGEROR PURSUANTTO BENEFIT

PLANSPLANMAINTAINED BYEXELON PROVIDINGFORCOVERAGEAND BENEFITSBENEFIT WHICH IN THEAGGREGATEARE NO LESSLES FAVORABLE

THANTHOSEPROVIDEDTO EMPLOYEESEMPLOYEEOF EXELON IN POSITIONSPOSITIONCOMPARABLETO SUCHFORMERPSEG EMPLOYEESEMPLOYEE

CAUSE CREDITSCREDIT AND DEBITSDEBIT TO BE TRANSFERREDTO ANY CAFETERIABENEFITPLANOFEXELON IN WHICH ANY FORMERPSEG

EMPLOYEEBECOMESBECOME ELIGIBLETO PARTICIPATEFROM ANY CAFETERIAPLANPSEG MAINTAINED PRIORTO COMPLETIONOF THE

MERGERFORTHEAPPLICABLEPLANYEAR

RECOGNIZEPRIORSERVICEOFEMPLOYEESEMPLOYEEWITH PSEG AND ITS SUBSIDIARIESSUBSIDIARIE AS SERVICEWITH EXELON AND ITS

SUBSIDIARIESSUBSIDIARIE FORPURPOSESPURPOSE OF ELIGIBILITYAND VESTINGUNDER ANY EXELON BENEFITPLANTHATIS PENSIONPLANAND

TO THEEXTENT ANY EMPLOYEEOF PSEG BECOMESBECOME ELIGIBLETO PARTICIPATEIN EXELON BENEFITPLANTHATIS WELFARE

PLAN WAIVE CERTAINPREEXISTINGCONDITIONSCONDITION AND WAITINGPERIODSPERIODAPPLICABLETO SUCH EMPLOYEEUNDER SUCH

EXELON BENEFIT PLANAND PROVIDESUCHEMPLOYEEWITH CREDITFORAMOUNTSAMOUNT PAIDTOWARDOUTOFPOCKETEXPENSESEXPENSE
AND DEDUCTIBLESDEDUCTIBLE UNDER AN ANALOGOUSANALOGOUPSEG BENEFITPLAN
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IFICATI AND INSURANCE SUBJECTTO APPLICABLELAW EXELON HAS AGREEDTHATAFTERCOMPLETIONOF THE MERGER

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

ANY SUCH PERSONWHO BECOMESBECOME DIRECTOROFFICEREMPLOYEEOR FIDUCIARYUNDER BENEFITPLANOFEXELON WILLBE

ENTITLEDTO THE INDEMNITYRIGHTSRIGHTAND PROTECTIONSPROTECTIONAFFORDEDTO EXELONSEXELON DIRECTORSDIRECTOROFFICERSOFFICEREMPLOYEESEMPLOYEEAND

FIDUCIARIESFIDUCIARIE UNDERBENEFITPLANSPLAN

ADVANCE EXPENSESEXPENSE SO LONGAS SUCHPERSONHAS PROVIDEDAN UNDERTAKINGTO REPAY SUCH ADVANCESADVANCE IF IT IS ULTIMATELY
DETERMINEDTHATSUCH EXPENSESEXPENSE CANNOT BE REIMBURSEDAND

FOR PERIODOF SIX YEARSYEAR FOLLOWINGCONSUMMATION OF THEMERGER MAINTAIN OFFICERSOFFICER AND DIRECTORSDIRECTOR LIABILITY
INSURANCEAT LEASTAS FAVORABLEAS PSEGSPSEG EXISTINGINSURANCESO LONGAS THEANNUALPREMIUMFORTHE INSURANCE

DOESDOE NOT EXCEED 200 OF THE LASTANNUALPREMIUMTHATPSEG PAIDPRIORTO THE DATE OFTHE MERGERAGREEMENTIF
THE ANNUALPREMIUMOFPSEGSPSEG EXISTINGINSURANCEPOLICYEXCEEDSEXCEED THE 200 LIMITATIONEXELON WILL MAINTAIN

THE MAXIMUM AMOUNT OF COVERAGEUNDER POLICYHAVINGTHE SAME DEDUCTIBLEAS IS AVAILABLE FORSUCH 200 OF

SH CURRENT ANNUALPREMIUM

OTHER COVENANTSCOVENANT AND AGREEMENTSAGREEMENT

EXPENSESEXPENSE WE HAVE EACH AGREEDTO PAY OUR OWN COSTSCOST AND EXPENSESEXPENSE INCURREDIN CONNECTIONWITH THE MERGERAND THE

MERGERAGREEMENTWITH THEEXCEPTIONTHATWE WILL EACHPAY 50 OF ANY EXPENSESEXPENSE INCURREDIN CONNECTIONWITH THEPARTIESPARTIE
FILINGUNDER THEHARTSCOTTRODINO ACT THE FEESFEE OF BOOZ ALLEN HAMILTON INC AND PRINTINGAND FILINGWITH THE SEC THE

REGISTRATIONSTATEMENT OF WHICH THISTHI JOINTPROXY LPROSPECTU FORMSFORM PART

ELECTION TO EXELON BOARD OFDIRECTORSDIRECTOR EXELON HAS AGREEDTHATIMMEDIATELYAFTERCOMPLETIONOF THEMERGER IT WILL

INCREASETHE TOTALNUMBER OF MEMBERSMEMBER ON THE EXELON BOARDOF DIRECTORSDIRECTORTO 18 AND APPOINTTO ITS BOARDOF DIRECTORSDIRECTOR SIX DIRECTORSDIRECTOR

OF PSEG AS DESIGNATEDBYTHE CHIEF EXECUTIVE OFFICEROF PSEG TO BE ALLOCATEDEVENLYAMONG CLASSCLAS CLASSCLAS II AND CLASSCLAS ILL

OF THEEXELON BOARDOF DIRECTORSDIRECTOR THESE APPOINTMENTSAPPOINTMENTWILL BE SUBJECTTO APPLICABLELAWSLAW AND REGULATIONSREGULATIONINCLUDINGTHE

SECURITIESSECURITIE EXCHANGEACT OF 1934 AS AMENDEDAND THENEW YORK STOCKEXCHANGE

ADOPTIONOFAMENDED AND RESTATEDBYLAWSBYLAW EXELON HAS AGREEDTHATEFFECTIVEUPON COMPLETIONOF THEMERGER IT WILL

ADOPTAMENDED AND RESTATEDBYLAWSBYLAW TO PROVIDEFORCERTAINMATTERSMATTER RELATINGTO THEEXELON BOARD OF DIRECTORSDIRECTORTHECHIEF

EXECUTIVE OFFICER AND HEADQUARTERSHEADQUARTERFORTHE THREEYEARSYEAR FOLLOWINGCOMPLETIONOF THEMERGER REFERREDTO IN THISTHI JOINTPROXY

LPROSPECTU AS THE TRANSITION PERIODINCLUDINGTHEFOLLOWING

UPON COMPLETIONOFTHE MERGER THE EXELON BOARD OFDIRECTORSDIRECTOR WILL CONSISTOF 18 MEMBERSMEMBER 12 OF WHOM WILL BE

CONTINUINGEXELON DIRECTORSDIRECTORAND SIX OF WHOM WILLBE FORMERPSEG DIRECTORSDIRECTOR

WITH RESPECTTO THE FIRSTAND SECONDELECTIONSELECTION OFDIRECTORSDIRECTOR DURINGTHE TRANSITIONPERIODTHE EXELON BOARDOF

DIRECTORSDIRECTOR IS REQUIREDSUBJECTTO ITSFIDUCIARYDUTIESDUTIE AND APPLICABLELAWSLAW AND REGULATIONSREGULATIONTO NOMINATE FOR

ELECTIONTHELEGACYPSEG DIRECTORSDIRECTOR OR THEIRSUCCESSORSSUCCESSORWHOSE CLASSCLAS IS STANDINGFORELECTIONAND THELEGACY
EXELON DIRECTORSDIRECTOR OR THEIRSUCCESSORSSUCCESSORWHOSE CLASSCLAS IS STANDINGFORELECTION

DURINGTHE TRANSITIONPERIODTHEEXELON BOARD OF DIRECTORSDIRECTORWILL SUBJECTTO ITSFIDUCIARYDUTIESDUTIE AND APPLICABLE
LAWSLAW AND REGULATIONSREGULATIONTAKEANY ACTIONNECESSARYTO ENSURE THATANY VACANCY OF POSITIONON THE EXELON BOARD

OF DIRECTORSDIRECTORPREVIOUSLYHELDBY LEGACYPSEG DIRECTORWILL BE FILLEDBY PERSONNOMINATED BYTHEEXELON

BOARDOF DIRECTORSDIRECTOR AND APPROVEDBY MAJORITYOF THELEGACYPSEG DIRECTORSDIRECTOR REMAININGON THE EXELON BOARDOF

DIRECTORSDIRECTORAND THATANY VACANCY OF POSITIONON THEEXELON BOARD OFDIRECTORSDIRECTOR PREVIOUSLYHELDBY LEGACY
EXELON DIRECTORBE FILLEDBY
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PERSONNOMINATED BYTHEEXELON BOARD OFDIRECTORSDIRECTOR AND APPROVEDBY MAJORITYOF THELEGACYEXELON

DIRECTORSDIRECTORREMAININGON THE EXELON BOARDOF DIRECTORSDIRECTOR

UPON COMPLETIONOF THE MERGER MR FERLAND WILL BECOME THE NONEXECUTIVE CHAIRMAN OF THE EXELON BOARD OF

DIRECTORSDIRECTOR

MR FERLANDWILL SERVE AS NONEXECUTIVE CHAIRMAN OF THE EXELON BOARD OF DIRECTORSDIRECTORUNTILTHE EARLIEROF

MARCH 31 2007 HIS ANNOUNCEDDATE OFRETIREMENTAND THE DATEON WHICH MR FERLANDNO LONGERSERVESSERVE

AS DIRECTOROFEXELON

AS NONEXECUTIVE CHAIRMAN OF THE EXELON BOARDOF DIRECTORSDIRECTORMR FERLANDWILL PRESIDEAT ALLMEETINGSMEETINGOFTHE

EXELON BOARDOF DIRECTORSDIRECTOR AND WILL IN CONSULTATIONWITH THE CHIEF EXECUTIVE OFFICEROFEXELON ESTABLISHTHE

AGENDAFORBOARDMEETINGSMEETINGAND WILLHAVE SUCH OTHERDUTIESDUTIE AS MAY FROM TIME TO TIME BE REQUESTEDBYTHE CHIEF

EXECUTIVE OFFICEROF EXELON

WHEN MR FERLAND CEASESCEASE TO SERVE AS THE NONEXECUTIVE CHAIRMAN OFTHE EXELON BOARDOF DIRECTORSDIRECTORTHE CHIEF

EXECUTIVE OFFICEROF EXELON WILL BE APPOINTEDAS CHAIRMAN OF THEEXELON BOARDOF DIRECTORSDIRECTOR AND CONTINUEIN

SUCHROLEFORTHE DURATIONOF THE TRANSITIONPERIODAND THEREAFTERAS DETERMINEDBYTHEEXELON BOARD OF

DIRECTORSDIRECTOR

FORAT LEASTTHE TRANSITIONPERIODMR ROWE WILL CONTINUETO SERVE AS THEPRESIDENTAND CHIEF EXECUTIVE OFFICER

OFEXELON IN CHARGEOF GENERALSUPERVISIONOVER THE BUSINESSBUSINES AND OPERATIONSOPERATIONOF EXELON

THECORPORATEHEADQUARTERSHEADQUARTEROF EXELON WILL CONTINUETO BE IN CHICAGOILLINOISILLINOI

THEHEADQUARTERSHEADQUARTEROFSH POWER TRADINGBUSINESSBUSINES WILL BE IN SOUTHEASTERNPENNSYLVANIAAND THEHEADQUARTERSHEADQUARTER
OFEXELONSEXELON GENERATIONBUSINESSBUSINES WILL BE IN NEWARK NEW JERSEYWITH HEADQUARTERSHEADQUARTEROF EXELONSEXELON NUCLEAR

GENERATINGBUSINESSBUSINES IN SOUTHEASTERNPENNSYLVANIAAND

CORNED WILL MAINTAIN ITSHEADQUARTERSHEADQUARTERIN CHICAGOILLINOISILLINOI PECO ENERGYWILL MAINTAIN ITSHEADQUARTERSHEADQUARTERIN

SOUTHEASTERNPENNSYLVANIAAND PSEG WILL MAINTAIN ITSHEADQUARTERSHEADQUARTERIN NEWARK NEW JERSEY

THE PROPOSEDARRANGEMENTDESCRIBEDABOVE RELATINGTO THEHEADQUARTERSHEADQUARTEROF SUBSIDIARIESSUBSIDIARIE AND DIVISIONSDIVISION OFTHE COMBINED

COMPANY COULDBE CHANGEDBYAGREEMENTOF EXELON AND PSEG PRIORTO THECOMPLETIONOF THE MERGER IF APPROVEDBYTHE

COMPANIESCOMPANIEBOARDSBOARD OF DIRECTORSDIRECTOR HOWEVERTHEHEADQUARTERSHEADQUARTEROF PSEG PECO AND COMED WILL REMAIN RESPECTIVELYIN

NEWARKPHILADELPHIAAND CHICAGOIN ADDITIONTHEPARTIESPARTIEEXPECTTHATTHEHEADQUARTERSHEADQUARTEROF ANOTHERSIGNIFICANTBUSINESSBUSINES UNIT OF

THECOMBINED COMPANY WILLBE LOCATEDIN NEWARK AND THEHEADQUARTERSHEADQUARTEROF ANOTHERSIGNIFICANTBUSINESSBUSINES UNIT WILLBE LOCATEDIN

SOUTHEASTERNPENNSYLVANIA

AGREEMENTTO INCREASE DIVIDEND THE MERGERAGREEMENTPERMITSPERMITEACHOF US TO CONTINUETO PAY REGULARDIVIDENDSDIVIDEND TO OUR

RESPECTIVESHAREHOLDERSSHAREHOLDERIN ACCORDANCEWITH OUR PREVIOUSLYANNOUNCEDDIVIDEND POLICIESPOLICIEEXELON HAS PREVIOUSLYINDICATED IT

EXPECTSEXPECTTO MAINTAIN DIVIDEND PAYOUTPOLICYOF 50 TO 60 OF EARNINGSEARNINGON APRIL27 2005 EXELON DECLARED SECOND

QUARTERDIVIDEND FOR2005 OF040 PER SHARE ON JANUARY18 2005 PSEG INCREASEDITS FIRSTQUARTERDIVIDEND FOR2005 TO

056 PER SHAREFROM055 PER SHAREFORAN INDICATED ANNUALDIVIDEND INCREASEOF 004 PER SHAREFORTHE YEAR2005 ON APRIL
19 2005 PSEG DECLARED SECOND QUARTERDIVIDEND FOR2005 OF 056 PER SHARE FOR THE YEAR2006 PSEG WILL CONTINUETO

EVALUATEITSDIVIDEND PAYMENTAND CONSIDERMODEST INCREASESINCREASE

WE HAVE AGREEDTO COORDINATEDIVIDEND DECLARATIONSDECLARATION AND THE RELATEDRECORDDATESDATE AND PAYMENTDATESDATE SO THATOUR

SHAREHOLDERSSHAREHOLDERWILL NOT RECEIVETWO DIVIDENDSDIVIDEND OR FAIL TO RECEIVE ONE DIVIDEND FORANY SINGLECALENDARQUARTERACCORDINGLY
PRIORTO COMPLETIONOF THE MERGER WE MAY COORDINATEAND AMEND OUR RECORDDATESDATE AND PAYMENTDATESDATE IN ORDERTO EFFECTTHISTHI

POLICY

IN ADDITIONTHE MERGERAGREEMENTPROVIDESPROVIDETHATSUBJECTTO APPLICABLELAW AND ITS BOARDOF DIRECTORSDIRECTOR FIDUCIARYDUTIESDUTIE
EXELON WILL INCREASEITSQUARTERLYDIVIDEND SO THATTHE FIRSTDIVIDEND PAIDAFTER
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COMPLETIONOF THE MERGERIS EQUALON AN EXCHANGERATIOADJUSTEDBASISBASI TO THEDIVIDEND PSEG SHAREHOLDERSSHAREHOLDERRECEIVEDIN THE

QUARTERIMMEDIATELYPRIORTO COMPLETIONOF THE MERGER UP TO MAXIMUM OF 047 PERSHAREOF EXELON COMMON STOCK

ADDITIONEXELON HAS AGREEDTHATAS CLOSETO 30 DAYSDAY PRIORTO THECLOSINGDATEOF THE MERGERAS REASONABLYPRACTICABLEIT WILL

INFORM PSEG OF THEAMOUNT OF THE DIVIDEND IT INTENDSINTEND TO PAY IN THE FIRSTQUARTERFOLLOWINGCOMPLETIONOF THE MERGER IF THISTHI

AMOUNT IS LESSLES THANTHE AMOUNT DESCRIBEDABOVE PSEG IS PERMITTEDUNDERTHE MERGERAGREEMENTTO MAKE ONE TIME CASH

DIVIDEND TO ITS SHAREHOLDERSSHAREHOLDEREQUALTO THE AMOUNT OF SHORTFALLON AN EXCHANGERATIOADJUSTEDBASISBASI

PSEG EQUITYISSUANCE THE MERGERAGREEMENTPERMITSPERMITPSEG TO ISSUE IN PUBLICOFFERINGSHARESSHARE OFPSEG COMMON

STOCKOR SECURITIESSECURITIE CONVERTIBLEINTO OR EXCHANGEABLEFORSHARESSHARE OFPSEG COMMON STOCKWITH AN AGGREGATEINITIAL OFFERING
AMOUNT TO THEPUBLICOF UP TO 350 MILLION IF

SUCH ISSUANCE IS NECESSARYFORPSEG POWER TO MAINTAIN CREDITRATINGOF AT LEASTBBB FROM STANDARD POORSPOOR

AND BAA2 FROM MOODYSMOODY

PSEG HAS CONSULTED WITH EXELON AS TO ALTERNATIVEMEANSMEAN BYWHICH TO MAINTAIN SUCH RATINGAND

PSEG HAS GIVENEXELON AN OPPORTUNITYTO DISCUSSDISCUS WITH STANDARD POORSPOOR OR MOODYSMOODY AS APPLICABLETHECREDIT

RATINGOF PSEG POWER AND ALTERNATIVEPROPOSALSPROPOSALFORMAINTAININGTHATRATING

OTHERCOVENANTSCOVENANT THE MERGERAGREEMENTCONTAINSCONTAIN CERTAINOTHERCOVENANTSCOVENANT INCLUDINGCOVENANTSCOVENANT RELATINGTO PUBLIC
ANNOUNCEMENTSANNOUNCEMENT AND EMPLOYEECOMMUNICATIONSCOMMUNICATION ACCESSACCES TO INFORMATIONSTATE TAKEOVERLAWSLAW AND TAX MATTERSMATTER

REPRESENTATIONSREPRESENTATIONAND WARRANTIESWARRANTIE

THE MERGERAGREEMENTCONTAINSCONTAIN CUSTOMARYREPRESENTATIONSREPRESENTATIONAND WARRANTIESWARRANTIEGENERALLYQUALIFIEDBYMATERIALADVERSEEFFECT
MADE BYEACH OF US TO THE OTHER THE REPRESENTATIONSREPRESENTATIONAND WARRANTIESWARRANTIE RELATETO

CORPORATEEXISTENCEQUALIFICATIONTO CONDUCTBUSINESSBUSINES AND CORPORATESTANDINGAND POWER

OWNERSHIPOF SUBSIDIARIESSUBSIDIARIE

CAPITALSTRUCTURE

CORPORATEAUTHORITYTO ENTER INTO AND CARRYOUT THEOBLIGATIONSOBLIGATIONUNDERTHE MERGERAGREEMENTAND ENFORCEABILITY
OFTHE MERGERAGREEMENT

ABSENCEOF BREACHOF THECERTIFICATEOF INCORPORATIONBYLAWSBYLAW LAW OR MATERIALAGREEMENTSAGREEMENTAS RESULTOF THE

MERGER

REQUIREDSTATUTORYAPPROVALSAPPROVAL

FILINGSFILINGWITH THE SEC AND OTHERREGULATORYBODIESBODIE

ABSENCEOF CERTAINCHANGESCHANGEOR EVENTSEVENT

INFORMATIONSUPPLIEDFORUSE IN THISTHI JOINTPROXY STATEMENTIPROSPECTUSSTATEMENTIPROSPECTU

COMPLIANCEWITH LAWSLAW

TAX MATTERSMATTER

LITIGATION

EMPLOYEEBENEFIT PLANSPLAN
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LABORMATTERSMATTER

ENVIRONMENTALMATTERSMATTER
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REGULATIONAS UTILITY

OPERATIONSOPERATIONOFNUCLEARPOWER PLANTSPLANT

REGULATORYPROCEEDINGSPROCEEDING

TRADINGGUIDELINESGUIDELINE

INTELLECTUALPROPERTY

REQUIREDSHAREHOLDERVOTESVOTE

INAPPLICABILITYOF ANTITAKEOVERSTATUTESSTATUTE

PAYMENTOF FEESFEE TO FINDERSFINDER OR BROKERSBROKER IN CONNECTIONWITH THE MERGERAGREEMENT

OPINIONSOPINIONOF FINANCIALADVISORSADVISOR

TITLETO PROPERTIESPROPERTIE

MATERIALCONTRACTSCONTRACT AND

THENONRECOURSE NATURE OF OBLIGATIONSOBLIGATIONOF PSEG ENERGYHOLDINGSHOLDINGAND OF EXELON NEW ENGLANDHOLDINGSHOLDING

AS USED IN THE MERGERAGREEMENTTHE TERM MATERIAL ADVERSEEFFECTOR MATERIAL ADVERSECHANGEMEANSMEAN WITH RESPECTTO

EITHEREXELON OR PSEG AS APPLICABLEANY EVENT EFFECTCHANGEOR DEVELOPMENTINCLUDINGIN THE CASE OF PSEG WITH RESPECT
TO ITSJOINTVENTURESVENTURE THATINDIVIDUALLYOR WHEN TAKENTOGETHERWITH ALLOTHEREVENTSEVENT EFFECTSEFFECTCHANGESCHANGEOR DEVELOPMENTSDEVELOPMENTIS OR

WOULDREASONABLYBE EXPECTEDTO BE MATERIALLYADVERSETO THEFINANCIAL CONDITIONBUSINESSBUSINES ASSETSASSET LIABILITIESLIABILITIE OPERATIONSOPERATIONOR

RESULTSRESULTOF OPERATIONSOPERATIONOF SUCH COMPANY AND ITSSUBSIDIARIESSUBSIDIARIE TAKENAS WHOLEOR HAS MATERIALADVERSEEFFECTON ITSABILITYTO

PERFORMITSOBLIGATIONSOBLIGATIONUNDERTHE MERGERAGREEMENTOR CONSUMMATE THETRANSACTIONSTRANSACTIONCONTEMPLATEDBYTHEMERGERAGREEMENT

BYJUNE 20 2006 AS MAY BE EXTENDEDHOWEVERTO THE EXTENT ANY EVENT EFFECTCHANGEOR DEVELOPMENTIS CAUSEDBY OR

RESULTSRESULT FROM ANY OFTHEFOLLOWINGIT WILL NOT BE TAKEN INTO ACCOUNT IN DETERMININGWHETHERTHEREHAS BEEN OR WOULD

REASONABLYBE EXPECTEDTO BE MATERIAL ADVERSEEFFECT OR MATERIAL ADVERSECHANGE

FACTORSFACTOR AFFECTINGTHE ECONOMY OR FINANCIALMARKETSMARKET AS WHOLE

FACTORSFACTOR AFFECTINGTHE ELECTRICENERGYMARKET AS WHOLEEXCEPTTO THE EXTENT EITHERPARTYAND ITS SUBSIDIARIESSUBSIDIARIE

TAKEN AS WHOLEARE MATERIALLYAND ADVERSELYAFFECTEDIN DISPROPORTIONATEMANNER AS COMPAREDTO

COMPARABLEPARTICIPANTSPARTICIPANTIN THE ELECTRICENERGYMARKET

THE ANNOUNCEMENT OF THE EXECUTIONOFTHE MERGERAGREEMENT

ANY FAILUREBYEXELON OR PSEG TO MEET ANY REVENUE OR EARNINGSEARNINGPREDICTIONSPREDICTIONPREPAREDBYEXELON OR PSEG AS

THE CASE MAY BE OR REVENUE OR EARNINGSEARNINGPREDICTIONSPREDICTIONOF EQUITYANALYSTSANALYSTOR THERECEIPTBYEXELON OR PSEG OR

ANY OF THEIRRESPECTIVESUBSIDIARIESSUBSIDIARIE OF ANY CREDITRATINGSRATINGDOWNGRADEIT BEINGUNDERSTOODTHATTHE FACTSFACT OR

OCCURRENCESOCCURRENCE GIVINGRISEOR CONTRIBUTINGTO ANY SUCHEFFECTEVENT CHANGEOR DEVELOPMENTWHICH AFFECTOR

OTHERWISERELATETO OR RESULTFROM THE FAILURETO MEET REVENUE OR EARNINGSEARNINGPREDICTIONSPREDICTIONPREPAREDBYTHEPSEG OR

EXELON AS THE CASE MAY BE OR REVENUE OR EARNINGSEARNINGPREDICTIONSPREDICTIONOF EQUITYANALYSTSANALYSTOR TO THERECEIPTOF ANY CREDIT

RATINGSRATINGDOWNGRADEMAY BE DEEMED TO CONSTITUTEOR BE TAKENINTO ACCOUNT IN DETERMININGWHETHERTHEREHAS

BEEN OR WOULDREASONABLYBE EXPECTEDTO BE MATERIAL ADVERSECHANGEOR MATERIALADVERSEEFFECT

CHANGESCHANGEIN LAWSLAW RULESRULE OR REGULATIONSREGULATIONOF ANY GOVERNMENTALAUTHORITYAFFECTINGTHE ELECTRICENERGYMARKET AS

WHOLE EXCEPTTO THEEXTENT THATPSEG AND ITS SUBSIDIARIESSUBSIDIARIE TAKENAS WHOLEOR EXELON AND ITS SUBSIDIARIESSUBSIDIARIE
TAKENAS WHOLEAS THE CASE MAY BE ARE MATERIALLYAND ADVERSELY
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AFFECTEDIN DISPROPORTIONATEMANNER AS COMPAREDTO COMPARABLEPARTICIPANTSPARTICIPANTIN THE ELECTRICENERGYMARKET

ANY LOSSLOS IN AND OF ITSELFRESULTINGFROMTHE SALEOF ASSETSASSET OF PSEG HOLDINGSHOLDINGOR PSEG POWER IN ACCORDANCE

WITH THETERMSTERM OF THE MERGERAGREEMENTOR IMPAIRMENTCHARGEIN AND OF ITSELFTAKEN IN RELATIONTO THE ASSETSASSET OF

SUCHENTITIESENTITIE IDENTIFIED FORSALE

ANY SALEOR DISPOSITIONOF ASSETSASSET THATMAY BE ORDEREDBYTHESEC AS PARTOF ITS REVIEW OF THEMERGERUNDER

PUHCA

ANY CHANGEIN GENERALLYACCEPTEDACCOUNTINGPRINCIPLESPRINCIPLEBYTHEFINANCIAL ACCOUNTINGSTANDARDSSTANDARD BOARD THE

SEC OR ANY OTHERREGULATORYBODYOR

ANY EVENT EFFECTCHANGEOR DEVELOPMENTRESULTINGFROM BREACHBYEXELON GENERATIONOFTHEOPERATING
SERVICESSERVICE CONTRACT

IN ADDITIONEXELON AND PSEG HAVE AGREEDTHATTHE TAX AND ACCOUNTINGTREATMENT OF CERTAINTRANSACTIONSTRANSACTIONUNDERTAKENBYEXELON

AND PSEG WILL NOT BE CONSIDEREDTO HAVE HAD MATERIAL ADVERSEEFFECTINCLUDINGTHOSEDESCRIBEDIN RISK FACTORSRISKSFACTORSRISK

RELATINGTO THE BUSINESSBUSINES OF THE COMBINED COMPANYTHE INTERNALREVENUE SERVICE MIGHTSUCCESSFULLYCHALLENGECERTAIN

LEVERAGEDLEASETRANSACTIONSTRANSACTIONENTEREDINTO BYPSEG WHICH COULDHAVE MATERIALADVERSEIMPACTON THECOMBINED COMPANYSCOMPANY
OPERATINGRESULTSRESULT AND RISK FACTORSRISK RELATINGTO THEBUSINESSBUSINES OF THE COMBINED COMPANYTHE IRS MIGHT
SUCCESSFULLYCHALLENGECERTAINTAX POSITIONSPOSITIONTAKENBYEXELON IN CONNECTIONWITH CERTAINSALETRANSACTIONSTRANSACTIONWHICH COULDHAVE

MATERIALADVERSEIMPACTON THE COMBINED COMPANYSCOMPANYOPERATINGRESULTSRESULT

CONDITIONSCONDITION

OUR RESPECTIVEOBLIGATIONSOBLIGATIONTO COMPLETETHE MERGERARE SUBJECTTO THE SATISFACTIONOFTHEFOLLOWINGCONDITIONSCONDITION

THEAPPROVALOF THE MERGERAGREEMENTBYPSEG SHAREHOLDERSSHAREHOLDERAND THEAPPROVALBYTHEEXELON SHAREHOLDERSSHAREHOLDEROF

THE ISSUANCEOF SHARESSHARE OF EXELON COMMON STOCKAS CONTEMPLATEDBYTHE MERGERAGREEMENT

THEAPPROVALFORLISTINGBYTHE NEW YORK STOCKEXCHANGEOF THEEXELON COMMON STOCKTO BE ISSUEDPURSUANT
TO THE MERGER SUBJECTTO OFFICIALNOTICEOF ISSUANCE

THEEXPIRATIONOR TERMINATIONOF THEAPPLICABLEWAITINGPERIODUNDERTHE HARTSCOTTRODINO ACT

THE ABSENCEOF ANY LAWJUDGMENTINJUNCTIONOR OTHERORDERBY GOVERNMENTALAUTHORITYTHATIS IN EFFECT

PROHIBITINGCOMPLETIONOF THE MERGERAND THE ABSENCEOF ANY PROCEEDINGBYANY GOVERNMENTALAUTHORITY
SEEKINGSUCH AN ORDER

THE SEC HAVINGDECLAREDEFFECTIVETHE EXELON REGISTRATIONSTATEMENTOF WHICH THISTHI JOINTPROXY

STATEMENTPROSPECTUSSTATEMENTPROSPECTUFORMSFORM PARTAND THE ABSENCEOF STOPORDERISSUEDBYTHE SEC OR INITIATED OR THREATENED

BYTHESEC SEEKINGTO SUSPENDTHE EFFECTIVENESSEFFECTIVENES OF THEEXELON REGISTRATIONSTATEMENT

THEMAKINGOF ALLNECESSARYBLUE SKYSECURITIESSECURITIE FILINGSFILING

THERECEIPTOF FINALORDERSORDER FORTHEREQUIREDSTATUTORYAPPROVALSAPPROVALAND THEABSENCE FROM SUCHORDERSORDER OF ANY
BURDENSOME ORDERAND

THERECEIPTOF ALLOTHERREQUIREDGOVERNMENTALAND REGULATORYCONSENTSCONSENT REGISTRATIONSREGISTRATIONAPPROVALSAPPROVALPERMITSPERMITEXCEPT
FORTHOSETHE FAILUREOF WHICH TO OBTAIN WOULDNOT INDIVIDUALLYOR IN THEAGGREGATEREASONABLYBE EXPECTEDTO

HAVE MATERIAL ADVERSEEFFECTON PSEG OR ON EXELON ASSUMINGTHEMERGERHAD TAKENPLACE
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