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AFFECTEDIN DISPROPORTIONATEMANNER AS COMPAREDTO COMPARABLEPARTICIPANTSPARTICIPANTIN THE ELECTRICENERGYMARKET

ANY LOSSLOS IN AND OF ITSELFRESULTINGFROM THE SALEOF ASSETSASSET OF PSEG HOLDINGSHOLDINGOR PSEG POWER IN ACCORDANCE

WITH THETERMSTERM OF THEMERGERAGREEMENTOR IMPAIRMENTCHARGEIN AND OF ITSELFTAKENIN RELATIONTO THEASSETSASSET OF

SUCHENTITIESENTITIE IDENTIFIED FORSALE

ANY SALEOR DISPOSITIONOF ASSETSASSET THATMAY BE ORDEREDBYTHESEC AS PARTOF ITSREVIEW OF THE MERGERUNDER

PUHCA

ANY CHANGEIN GENERALLYACCEPTEDACCOUNTINGPRINCIPLESPRINCIPLEBYTHE FINANCIAL ACCOUNTINGSTANDARDSSTANDARD BOARDTHE

SEC OR ANY OTHERREGULATORYBODYOR

ANY EVENT EFFECTCHANGEOR DEVELOPMENTRESULTINGFROM BREACHBYEXELON GENERATIONOF THEOPERATING
SERVICESSERVICE CONTRACT

IN ADDITIONEXELON AND PSEG HAVE AGREEDTHATTHETAX AND ACCOUNTINGTREATMENT OF CERTAINTRANSACTIONSTRANSACTIONUNDERTAKENBYEXELON
AND PSEG WILL NOT BE CONSIDEREDTO HAVE HAD MATERIALADVERSEEFFECTINCLUDINGTHOSEDESCRIBEDIN RISK FACTORSRISKSFACTORSRISK

RELATINGTO THE BUSINESSBUSINES OF THE COMBINED COMPANYTHE INTERNALREVENUE SERVICE MIGHTSUCCESSFULLYCHALLENGECERTAIN

LEVERAGEDLEASETRANSACTIONSTRANSACTIONENTEREDINTOBYPSEG WHICH COULDHAVE MATERIALADVERSEIMPACTON THE COMBINED COMPANYSCOMPANY
OPERATINGRESULTSRESULT AND RISK FACTORSRISK RELATINGTO THE BUSINESSBUSINES OFTHE COMBINED COMPANYTHE IRS MIGHT
SUCCESSFULLYCHALLENGECERTAINTAX POSITIONSPOSITIONTAKENBYEXELON IN CONNECTIONWITH CERTAINSALETRANSACTIONSTRANSACTIONWHICH COULDHAVE

MATERIALADVERSEIMPACTON THE COMBINED COMPANYSCOMPANYOPERATINGRESULTSRESULT

CONDITIONSCONDITION

OUR RESPECTIVEOBLIGATIONSOBLIGATIONTO COMPLETETHEMERGERARE SUBJECTTO THESATISFACTIONOF THEFOLLOWINGCONDITIONSCONDITION

THEAPPROVALOFTHE MERGERAGREEMENTBYPSEG SHAREHOLDERSSHAREHOLDERAND THEAPPROVALBYTHE EXELON SHAREHOLDERSSHAREHOLDEROF
THE ISSUANCEOF SHARESSHARE OF EXELON COMMON STOCKAS CONTEMPLATEDBYTHE MERGERAGREEMENT

THEAPPROVALFORLISTINGBYTHE NEW YORK STOCKEXCHANGEOF THEEXELON COMMON STOCKTO BE ISSUED PURSUANT
TO THEMERGER 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 HAVINGDECLAREDEFFECTIVETHEEXELON REGISTRATIONSTATEMENTOF WHICH THISTHI JOINTPROXY
LPROSPECTU FORMSFORM PARTAND THE ABSENCEOF STOPORDERISSUED BYTHE SEC OR INITIATED OR THREATENED

BYTHE SEC SEEKINGTO SUSPENDTHEEFFECTIVENESSEFFECTIVENES OF THEEXELON REGISTRATIONSTATEMENT

THEMAKINGOF ALLNECESSARYBLUE SKYSECURITIESSECURITIE FILINGSFILING

THERECEIPTOF FINAL ORDERSORDER FORTHEREQUIREDSTATUTORYAPPROVALSAPPROVALAND THE ABSENCEFROM SUCHORDERSORDER OF ANY
BURDENSOMEORDERAND

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

HAVE MATERIALADVERSEEFFECTON PSEG OR ON EXELON ASSUMINGTHE MERGERHAD TAKENPLACE
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IN ADDITIONINDIVIDUALLYOUR RESPECTIVEOBLIGATIONSOBLIGATIONTO EFFECTTHE MERGERARE SUBJECTTO THE SATISFACTIONOF THEFOLLOWING
ADDITIONALCONDITIONSCONDITION

THE OTHERPARTYHAVINGPERFORMEDIN ALLMATERIALRESPECTSRESPECTALLAGREEMENTSAGREEMENTREQUIREDTO BE PERFORMEDBY IT UNDER
THE MERGERAGREEMENT

THEREPRESENTATIONSREPRESENTATIONAND WARRANTIESWARRANTIE OFTHE OTHERPARTYWITH RESPECTTO ANTITAKEOVERLAWSLAW BROKERSBROKER CAPITAL
STRUCTUREAND AUTHORITYTHEREGISTRATIONSTATEMENT AND THISTHI JOINTPROXY LPROSPECTU THEPARTYSPARTY
SHAREHOLDERSSHAREHOLDERREQUIREDVOTE AND IN THE CASE OFEXELON THENONRECOURSE NATURE OFOBLIGATIONSOBLIGATIONOFEXELON NEW

ENGLANDHOLDINGSHOLDINGAND IN THE CASE OF PSEG THE NONRECOURSE NATURE OF PSEG ENERGYHOLDINGSHOLDINGCONTAINEDIN
THEMERGERAGREEMENTBEINGTRUE AND CORRECTIN ALLMATERIALRESPECTSRESPECTAS OF THEDATEOF THE MERGERAGREEMENT
AND AS OFTHECLOSINGDATEOF THE MERGERAS IF THEYWERE MADE AS OF THATDATEEXCEPTTO THE EXTENT THATTHE

REPRESENTATIONOR WARRANTYSPEAKSSPEAKAS OF ANOTHERDATE

THEREPRESENTATIONSREPRESENTATIONAND WARRANTIESWARRANTIE OF THE OTHERPARTYOTHERTHANTHEREPRESENTATIONSREPRESENTATIONAND WARRANTIESWARRANTIE SPECIFICALLY
ENUMERATEDIN THEPRECEDINGBULLETPOINTBEINGTRUE AND CORRECTUNLESSUNLES THE INACCURACIESINACCURACIE WITHOUTGIVINGEFFECT
TO ANY MATERIALITYOR MATERIALADVERSEEFFECTQUALIFICATIONSQUALIFICATIONOR EXCEPTIONSEXCEPTIONIN RESPECTOFTHOSEREPRESENTATIONSREPRESENTATION
AND WARRANTIESWARRANTIETAKINGALLTHE INACCURACIESINACCURACIE IN RESPECTOF THOSEREPRESENTATIONSREPRESENTATIONAND WARRANTIESWARRANTIE TOGETHERIN THEIR

ENTIRETYDO NOT RESULTIN MATERIAL ADVERSEEFFECTON THE OTHERPARTYAS OF THEDATE OFTHE MERGERAGREEMENT
AND AS OF THECLOSINGDATEOF THEMERGERAS IF THEYWERE MADE ON THATDATEEXCEPTTO THE EXTENT THATTHE

REPRESENTATIONOR WARRANTYSPEAKSSPEAKAS OF ANOTHERDATE

THERECEIPTOFAN OPINIONOF THEPARTYSPARTYCOUNSELTO THE EFFECTTHATFORUNITED STATESSTATE FEDERALINCOME TAX PURPOSESPURPOSE
THE MERGERWILL CONSTITUTE REORGANIZATIONWITHIN THEMEANINGOFSECTION 368A OF THE INTERNALREVENUE

CODE AND PSEG AND EXELON WILL EACH BE PARTYTO THATREORGANIZATIONWITHIN THEMEANINGOF SECTION368
OF THE INTERNALREVENUE CODE

THERECEIPTBYTHEOTHERPARTYOF ALLREQUIREDCONSENTSCONSENT OR APPROVALSAPPROVALFROM THIRDPARTIESPARTIEEXCEPTFORTHOSETHE
FAILUREOFWHICH TO OBTAIN WOULDNOT INDIVIDUALLYOR IN THEAGGREGATEREASONABLYBE EXPECTEDTO HAVE
MATERIALADVERSEEFFECTON PSEG OR ON EXELON ASSUMINGTHE MERGERHAD TAKENPLACEAND

THE ABSENCEOF ANY MATERIALADVERSEEFFECTHAVINGOCCURREDTO THEOTHERPARTYSINCE THE DATEOF THEMERGER
AGREEMENT

OTHERTHANTHECONDITIONSCONDITION TO OBTAINTHEREGULATORYAPPROVALSAPPROVALREQUIREDBYLAWAND THE SHAREHOLDERAPPROVALSAPPROVALEACH OF
EXELON AND PSEG MAY WAIVE ANY CONDITIONSCONDITION RELATINGTO ITSOBLIGATIONSOBLIGATIONTO COMPLETETHE MERGER HOWEVERTHEPARTIESPARTIEDO NOT

INTEND TO WAIVE THECONDITIONRELATINGTO THERECEIPTOF THETAX OPINIONSOPINIONREFERREDTO ABOVE IF IT WERE DETERMINEDTHATTHE

MERGERWOULD NOT QUALIFYAS TAXFREE REORGANIZATIONAND EXELON AND PSEG WERE TO WAIVE THECONDITIONRELATINGTO THE

RECEIPTOF THE TAX OPINIONSOPINIONDESCRIBEDABOVEEXELON AND PSEG WOULDRESOLICIT THEIRSHAREHOLDERSSHAREHOLDER VOTE ON THE ISSUANCEOF THE
SHARESSHARE OF EXELON COMMON STOCKAS CONTEMPLATEDBYTHE MERGERAGREEMENTAND APPROVALOFTHE MERGERAGREEMENT
RESPECTIVELY

TERMINATION OFMERGERAGREEMENT

RIGHTTO MINA THE MERGERAGREEMENTMAY BE TERMINATEDAT ANY TIME PRIORTO COMPLETIONOFTHE MERGERIN ANY OF

THEFOLLOWINGWAYSWAY

BYOUR MUTUAL WRITTENCONSENT

BYEITHERONE OF US

IF THE MERGERIS NOT COMPLETEDBYJUNE 20 2006 WHICH DATEMAY BE EXTENDEDBYSIX MONTHSMONTH BYEITHER

PARTYIF ALLCONDITIONSCONDITION TO CLOSINGHAVE BEEN SATISFIEDOTHERTHANTHE

134

HTTPWWWLQLH 10935700010474690501 10A2 159061 8252005



PAGE170 OF 454

RECEIPTOF APPROVALBYTHE FEDERALENERGYREGULATORYCOMMISSION UNDERSECTION 203 OF THEFEDERAL

POWER ACT BYTHE SEC UNDERPUHCA OR BYANY OF THE NEW JERSEYNEW YORK ILLINOISILLINOI OR

PENNSYLVANIAPUBLICUTILITYCOMMISSIONSCOMMISSION IF EXELON AND PSEG ARE REASONABLYSATISFIEDSUCH STATE

COMMISSION IS WAITINGFORFERC OR PUHCA APPROVALTO BE OBTAINEDPRIORTO RULINGAND SUCH RULINGIS
REQUIREDFORCOMPLETIONOF THEMERGEREXCEPTTHAT PARTYMAY NOT TERMINATETHEMERGERAGREEMENTIF
THE CAUSE OF THE MERGERNOT BEINGCOMPLETEDIS THATPARTYSPARTYFAILURETO FULFILLITSOBLIGATIONSOBLIGATIONUNDERTHE

MERGERAGREEMENT

IF GOVERNMENTALAUTHORITYISSUESISSUE AN ORDERDECREEOR RULINGOR TAKESTAKE ANY OTHERACTIONPERMANENTLY
ENJOININGRESTRAININGOR OTHERWISEPROHIBITINGTHEMERGERAND THEORDERDECREEOR RULINGOR OTHER

ACTIONHASBECOME FINAL AND NONAPPEALABLE

IF BURDENSOME ORDERTHATIS NONAPPEALABLEFINAL ORDERHAS BEEN ENTEREDOR

IF EITHEREXELONSEXELON SHAREHOLDERSSHAREHOLDERFAIL TO APPROVE THE ISSUANCEOFSHARESSHARE OFEXELON COMMON STOCKAS

CONTEMPLATEDBYTHE MERGERAGREEMENTOR PSEGSPSEG SHAREHOLDERSSHAREHOLDERFAIL TO APPROVE THEMERGERAGREEMENT
AND THEMERGER

BYEXELON

IF

PSEGSPSEG BOARDOF DIRECTORSDIRECTOR EITHERFAILSFAIL TO RECOMMEND THEADOPTIONOF THE MERGERAGREEMENTTO ITS

SHAREHOLDERSSHAREHOLDEROR THE BOARDOR ANY COMMITTEE OFTHE BOARDWITHDRAWSWITHDRAW QUALIFIESQUALIFIEAMENDSAMEND OR

MODIFIESMODIFIE ITS RECOMMENDATION OR APPROVALOF OR DECLARATIONTHATTHE MERGERAGREEMENTAND THE

MERGERARE ADVISABLEFAIRTO AND IN THE BESTINTERESTSINTERESTOF PSEG AND ITS SHAREHOLDERSSHAREHOLDERIN ANY
MANNER ADVERSETO EXELON OR TAKESTAKE ANY OTHERACTIONOR MAKESMAKE ANY STATEMENT INCONSISTENTWITH

SUCHRECOMMENDATION OR DECLARATIONOR RESOLVESRESOLVE OR PROPOSESPROPOSE TO DO ANY OF THEFOREGOING

PSEG BREACHESBREACHE THENOSOLICITATION PROVISIONSPROVISIONOFTHE MERGERAGREEMENTIN MATERIALRESPECT

PSEGSPSEG BOARDOF DIRECTORSDIRECTOR OR ANY COMMITTEE OFTHE BOARDRECOMMENDSRECOMMEND TO PSEG SHAREHOLDERSSHAREHOLDER

TAKEOVERPROPOSALOR

TENDEROFFEROR EXCHANGEOFFERFOR20 OR MORE OF THEOUTSTANDINGSHARESSHARE OF PSEG CAPITAL
STOCKIS COMMENCED AND PSEGSPSEG BOARD OFDIRECTORSDIRECTOR FAILSFAIL TO RECOMMEND AGAINSTACCEPTANCEOF

SUCHOFFERWITHIN 10 BUSINESSBUSINES DAYSDAY OF SUCHCOMMENCEMENT INCLUDINGTAKINGNO POSITIONWITH

RESPECTTO SUCHOFFEROR

IF THEREHAS BEEN BREACHOF ANY REPRESENTATIONWARRANTYCOVENANT OR OTHERAGREEMENTMADE BYPSEG

IN THEMERGERAGREEMENTOR IF ANY SUCH REPRESENTATIONAND WARRANTYBECOMESBECOME UNTRUE AFTERTHEDATEOF

THEMERGERAGREEMENTAND IN EITHERCASE THE BREACHOR FAILURETO BE TRUE

WOULDRESULTIN THEAPPLICABLECLOSINGCONDITIONTO THEMERGERNOT BEINGSATISFIEDAND

IS NOT CURABLEOR IF CURABLEIS NOT CUREDWITHIN 30 DAYSDAY AFTERWRITTENNOTICE IS GIVENBYEXELON

TO PSEG OR

PARENTACQUISITIONTRANSACTION OCCURSOCCUR OR EXELON OR ANY OF ITSSUBSIDIARIESSUBSIDIARIE ENTERSENTER INTO DEFINITIVE

AGREEMENTWITH RESPECTTO PARENTACQUISITIONTRANSACTIONPROVIDEDHOWEVERTHATEXELON IS ONLY
ENTITLEDTO TERMINATETHE MERGERAGREEMENTUNDERSUCHPROVISIONFOR PERIODOFTEN BUSINESSBUSINES DAYSDAY FROM

THE EARLIERTO OCCUR OF SUCH PARENTACQUISITIONTRANSACTIONAND THEPUBLICANNOUNCEMENT OF THEENTRY
INTO SUCH DEFINITIVE AGREEMENTWITH RESPECTTO SUCH PARENTACQUISITIONTRANSACTIONPROVIDEDFURTHER

THATEXELON IS ONLY

135

HTTPWWWSECGOVARCHIVE 10935700010474690501 10A2 159061 Z424B3 8252005



PAGE171 OF 454

ENTITLEDTO TERMINATETHE MERGERAGREEMENTUNDERSUCH PROVISIONPRIORTO THE EXELON ANNUALMEETING

BYPSEG

IF THE EXELON BOARD OF DIRECTORSDIRECTOREITHERFAILSFAIL TO RECOMMEND TO ITS SHAREHOLDERSSHAREHOLDERTHE ISSUANCEOF SHARESSHARE OF

EXELON COMMON STOCKAS CONTEMPLATEDBYTHEMERGERAGREEMENTOR THE BOARDWITHDRAWSWITHDRAW QUALIFIESQUALIFIEOR

MODIFIESMODIFIE ITS RECOMMENDATION OR APPROVALOF OR DECLARATIONTHATTHE MERGERAGREEMENTAND THE MERGER
ARE ADVISABLEFAIRTO AND IN THEBESTINTERESTSINTEREST OF EXELON AND ITS SHAREHOLDERSSHAREHOLDERIN ANY MANNER ADVERSETO

PSEG OR TAKESTAKE ANY OTHERACTIONOR MAKESMAKE ANY STATEMENT INCONSISTENTWITH SUCHRECOMMENDATION OR

DECLARATIONOR RESOLVESRESOLVE OR PROPOSESPROPOSE TO DO ANY OF THEFOREGOING

IF THEREHAS BEEN BREACHOF ANY REPRESENTATIONWARRANTYCOVENANT OR OTHERAGREEMENTMADE BY
EXELON IN THEMERGERAGREEMENTOR IF ANY SUCH REPRESENTATIONAND WARRANTYBECOMESBECOME UNTRUE AFTERTHE

DATEOFTHE MERGERAGREEMENTAND IN EITHERCASE THE BREACHOR FAILURETO BE TRUE

WOULDRESULTIN THEAPPLICABLECLOSINGCONDITIONTO THEMERGERNOT BEINGSATISFIEDAND

IS NOT CURABLEOR IF CURABLEIS NOT CUREDWITHIN 30 DAYSDAY AFTERWRITTENNOTICE IS GIVENBYPSEG TO

EXELON

IF PSEGSPSEG BOARDOF DIRECTORSDIRECTOR AUTHORIZESAUTHORIZE PSEG SUBJECTTO COMPLYINGWITH THE TERMSTERM OFTHE MERGER

AGREEMENTTO ENTER INTO DEFINITIVE AGREEMENTCONCERNINGTRANSACTIONTHATCONSTITUTESCONSTITUTE SUPERIOR
PROPOSALSEE COVENANTSNO SOLICITATION FOR DISCUSSIONOFTHISTHI TERM AND PSEG NOTIFIESNOTIFIE

EXELON IN WRITINGTHATIT INTENDSINTEND TO ENTER INTOTHEAGREEMENT EXELON DOESDOE NOT MAKE WITHIN FIVE

BUSINESSBUSINES DAYSDAY OFRECEIPTOF SH WRITTENNOTIFICATIONOF ITS INTENTIONTO ENTER INTO DEFINITIVE

AGREEMENTFOR SUPERIORPROPOSALAN OFFERTHATPSEGSPSEG BOARDOF DIRECTORSDIRECTORDETERMINESDETERMINE IN ITS REASONABLE

GOODFAITHJUDGMENTAFTERCONSULTATIONWITH ITSFINANCIAL ADVISORSADVISOR IS AT LEASTAS FAVORABLEFROM

FINANCIALPOINTOF VIEW TO PSEGSPSEG SHAREHOLDERSSHAREHOLDERAS THESUPERIORPROPOSALAND PRIORTO OR CONCURRENTLY
WITH THE TERMINATIONOF THEMERGERAGREEMENTPSEG PAYSPAY TO EXELON IN IMMEDIATELYAVAILABLEFUNDSFUND THE

TERMINATIONFEE AND EXPENSESEXPENSE DESCRIBEDIN TERMINATION FEESFEE PAYABLEBYPSEG BELOW PSEG ALSO

AGREED THATIT WILL NOT ENTER INTO DEFINITIVE AGREEMENTREFERREDTO IN CLAUSE UNTILAT LEASTTHE

SIXTH BUSINESSBUSINES DAYAFTERIT HAS PROVIDEDTHEREQUISITENOTICETO EXELON AND TO NOTIFYEXELON

PROMPTLYIN WRITINGIF ITS INTENTIONTO ENTER INTO THEDEFINITIVE AGREEMENTREFERREDTO IN ITS NOTIFICATION

CHANGESCHANGEAT ANY TIME AFTERGIVINGTHENOTIFICATIONOR

IF PARENTACQUISITIONTRANSACTION OCCURSOCCUR OR EXELON OR ANY OF ITS SUBSIDIARIESSUBSIDIARIE ENTERSENTER INTO DEFINITIVE

AGREEMENTWITH RESPECTTO PARENTACQUISITIONTRANSACTIONPROVIDEDHOWEVERTHATPSEG IS ONLY
ENTITLEDTO TERMINATETHEMERGERAGREEMENTUNDERSUCH PROVISIONFOR PERIODOF TEN BUSINESSBUSINES DAYSDAY FROM

THE EARLIERTO OCCUR OF SUCH PARENTACQUISITIONTRANSACTIONAND THEPUBLICANNOUNCEMENT OF THEENTRY
INTO SUCH DEFINITIVE AGREEMENTWITH RESPECTTO SUCHPARENTACQUISITIONTRANSACTIONPROVIDEDFURTHER

THATPSEG IS ONLYENTITLEDTO TERMINATETHE MERGERAGREEMENTUNDERSUCHPROVISIONPRIORTO THEPSEG

ANNUALMEETING

PARENT ACQUISITIONTRANSACTIONMEANSMEAN ANY TRANSACTIONOR SERIESSERIE OF TRANSACTIONSTRANSACTIONINVOLVINGTHEACQUISITIONBYANY THIRD

PARTYDIRECTLYOR INDIRECTLYOFMORE THAN50 OFTHEVOTINGPOWER OF THEOUTSTANDINGSHARESSHARE OF CAPITALSTOCKOFEXELON OR ALL

OR SUBSTANTIALLYALLOFTHE ASSETSASSET OFEXELON

TERMINATION FEESFEE PAYABLEBYPSEG PSEG HAS AGREEDTO PAY EXELON TERMINATIONFEE OF 400 MILLION AND EXELONSEXELON

OUTOFPOCKETEXPENSESEXPENSE INCURREDWITH RESPECTTO THE MERGER AGREEMENTAND
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THE MERGERUP TO 40 MILLION IF THE MERGERAGREEMENTIS TERMINATEDUNDERONE OF THEFOLLOWINGCIRCUMSTANCESCIRCUMSTANCE

THE MERGERAGREEMENTIS TERMINATEDBYEXELON BECAUSE PSEGSPSEG BOARDOF DIRECTORSDIRECTOROR ANY COMMITTEE OF THE

BOARD APPROVESAPPROVE OR RECOMMENDSRECOMMEND ANY TAKEOVERPROPOSALOR RESOLVEOR PROPOSESPROPOSE TO TAKESUCH AN ACTION
TENDEROFFEROR EXCHANGEOFFERFOR20 OR MORE OF THEOUTSTANDINGSHARESSHARE OF PSEG CAPITALSTOCKIS COMMENCED

AND PSEGSPSEG BOARDOF DIRECTORSDIRECTORFAILSFAIL TO RECOMMEND AGAINSTACCEPTANCEOF SUCHOFFERWITHIN TEN BUSINESSBUSINES DAYSDAY OF

SUCH COMMENCEMENT INCLUDINGTAKINGNO POSITIONWITH RESPECTTO SUCH OFFER SH BOARDOF DIRECTORSDIRECTOR

EITHERFAILSFAIL TO RECOMMEND THEMERGERWITH EXELON TO ITS SHAREHOLDERSSHAREHOLDEROR THE BOARDOR ANY COMMITTEE OF THE

BOARDWITHDRAWSWITHDRAW QUALIFIESQUALIFIEOR MODIFIESMODIFIE ITS RECOMMENDATIONAPPROVALOR DECLARATIONIN ANY MANNER ADVERSETO

EXELON OR TAKESTAKE ANY ACTIONOR MAKESMAKE ANY STATEMENT ADVERSETO SUCH RECOMMENDATION OR DECLARATIONOR RESOLVESRESOLVE

OR PROPOSESPROPOSE TO DO ANY OF THE ACTIONSACTION IN THISTHI CLAUSE OR PSEG BREACHESBREACHE IN ANY MATERIALRESPECTTHENO

SOLICITATIONPROVISIONSPROVISIONOF THEMERGERAGREEMENT

THE MERGERAGREEMENTIS TERMINATEDBYPSEG BECAUSE IT ENTERSENTER INTO DEFINITIVE AGREEMENTFOR SUPERIOR
PROPOSALPURSUANTTO THEPROVISIONDESCRIBEDIN THE THIRDHASH MARK ABOVE CONCERNINGPSEGSPSEG TERMINATION

RIGHTSRIGHTOR

AFTERTHE DATEOFTHE MERGERAGREEMENTTAKEOVERPROPOSALEXISTEDOR ANY PERSONMADE KNOWN TO PSEG

ANDOR PUBLICLYDISCLOSEDOR MADE KNOWN GENERALLYTO PSEGSPSEG SHAREHOLDERSSHAREHOLDERTHATIF THE MERGERAGREEMENTWERE

TERMINATEDIT WOULDMAKE TAKEOVERPROPOSAL THE MERGERAGREEMENTIS SUBSEQUENTLYTERMINATEDBYPSEG

OR EXELON BECAUSEPSEGSPSEG SHAREHOLDERSSHAREHOLDERFAIL TO APPROVE THEMERGERAGREEMENTOR BYPSEG OR EXELON PURSUANT
TO THE FIRSTHASH MARK UNDERTHE SECONDBULLETPOINTUNDERTHEHEADINGRIGHT TO TERMINATE RELATINGTO

FAILURETO COMPLETETHEMERGERBYJUNE 20 2006 UNLESSUNLES EXTENDEDAFTERWHICH EITHERPARTYIS PERMITTEDTO

TERMINATETHE MERGERAGREEMENTAND CONCURRENTLYWITH THETERMINATIONOR WITHIN 12 MONTHSMONTH OFTHE

TERMINATIONPSEG ENTERSENTER INTO DEFINITIVE AGREEMENTWITH RESPECTTO TAKEOVERPROPOSALOR TAKEOVER

PROPOSALOCCURSOCCUR

THE TERMINATIONFEEAND EXPENSESEXPENSE ARE REQUIREDTO BE PAIDBYPSEG AT DIFFERENTTIMESTIME DEPENDINGON WHATPROVISIONIS
USED TO TERMINATETHE MERGERAGREEMENTIF THE TERMINATIONFEE BECOMESBECOME PAYABLEPURSUANTTO THEFIRSTOR SECONDBULLETPOINT
ABOVE THE FEEAND EXPENSESEXPENSE ARE REQUIREDTO BE PAIDTO EXELON ON THE DATEOF THETERMINATIONOFTHE MERGERAGREEMENTIF THE

TERMINATIONFEE AND EXPENSESEXPENSE BECOME PAYABLEPURSUANTTO THE THIRDBULLETPOINTABOVE THEFEE AND EXPENSESEXPENSE ARE REQUIREDTO BE

PAIDTO EXELON UPON THE EARLIERTO OCCUR OF SUCHACQUISITIONTRANSACTIONAND THEENTRYINTO SUCH DEFINITIVE AGREEMENT

TERMINATION FEESFEE PAYABLEBYEXELON EXELON HAS AGREEDTO PAY PSEG FEEOF 400 MILLION AND PSEGSPSEG OUTOFPOCKET
EXPENSESEXPENSE INCURREDWITH RESPECTTO THE MERGERAGREEMENTAND THEMERGERUP TO 40 MILLION IF THE MERGERAGREEMENTIS

TERMINATEDBYPSEG OR EXELON AS RESULTOF EXELON ENTERINGINTO DEFINITIVE AGREEMENTWITH RESPECTTO PARENTACQUISITION
TRANSACTIONOR THE OCCURRENCE OF ANY PARENTACQUISITIONTRANSACTION

EXELON HAS ALSOAGREEDTO PAY UP TO 40 MILLION OFPSEGSPSEG OUTOFPOCKETEXPENSESEXPENSE INCURREDWITH RESPECTTO THE MERGER

AGREEMENTAND THE MERGERBECAUSETHE MERGERAGREEMENTIS TERMINATEDBYPSEG PURSUANTTO THE FIRSTHASH MARK UNDERTHE

DESCRIPTIONOF PSEGSPSEG RIGHTSRIGHTTO TERMINATETHEMERGERAGREEMENTRELATINGTO CHANGEOR WITHDRAWALOFEXELONSEXELON BOARDOF

DIRECTORSDIRECTOR RECOMMENDATION

THE TERMINATIONFEE LOR EXPENSESEXPENSE ARE REQUIREDTO BE PAIDBYEXELON TO PSEG ON THE DATEOF TERMINATIONOF THE MERGER

AGREEMENT
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AMENDMENTSAMENDMENT EXTENSIONSEXTENSION AND WAIVERSWAIVER

AMENDMENTSAMENDMENT THE MERGERAGREEMENTMAY BE AMENDED BYTHEPARTIESPARTIEAT ANY TIME PRIORTO COMPLETIONOFTHE MERGER
EXCEPTTHATANY AMENDMENT AFTER SHAREHOLDERSSHAREHOLDERMEETINGWHICH REQUIRESREQUIREAPPROVALBYSHAREHOLDERSSHAREHOLDERMAY NOT BE MADE WITHOUT

SUCH APPROVALALL AMENDMENTSAMENDMENT TO THEMERGERAGREEMENTMUST BE IN WRITINGSIGNEDBYEACHPARTY

EXTENSIONSEXTENSION AND WAIVERSWAIVER AT ANY TIME PRIORTO COMPLETIONOF THE MERGER EITHERPARTYTO THE MERGERAGREEMENTMAY

EXTENDTHE TIME FORTHEPERFORMANCEOF ANY OF THEOBLIGATIONSOBLIGATIONOR OTHERACTSACT OF ANY OTHERPARTYTO THEMERGER

AGREEMENT

WAIVE ANY INACCURACIESINACCURACIE IN THEREPRESENTATIONSREPRESENTATIONAND WARRANTIESWARRANTIE OF ANY OTHERPARTYCONTAINEDIN THE MERGER

AGREEMENTOR IN ANY DOCUMENT DELIVEREDPURSUANTTO THE MERGERAGREEMENTOR

WAIVE COMPLIANCEBYANY OTHERPARTYWITH ANY OFTHEAGREEMENTSAGREEMENTOR CONDITIONSCONDITION CONTAINEDIN THE MERGER

AGREEMENT

ALL EXTENSIONSEXTENSION AND WAIVERSWAIVER MUST BE IN WRITINGAND SIGNEDBYTHEPARTYAGAINSTWHOM THEEXTENSIONOR WAIVER IS TO BE

EFFECTIVE
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PRO FORMA FINANCIAL INFORMATION

EXELON

UNAUDITED PRO FORMA CONDENSED

CONSOLIDATED FINANCIAL STATEMENTSSTATEMENT

THE FOLLOWINGEXELON UNAUDITED PROFORMA CONDENSED CONSOLIDATEDFINANCIAL STATEMENTSSTATEMENT ARE BASED ON THE HISTORICAL

CONSOLIDATEDFINANCIAL STATEMENTSSTATEMENT OF EXELON AFTERGIVINGEFFECTTO AND PRESENTINGAS DISCONTINUEDOPERATIONSOPERATION

EXELONSEXELON 2005 DISPOSITIONOF SITHE ENERGIESENERGIEINC SITHE AN EQUITYMETHOD INVESTMENTOFEXELON GENERATION

COMPANYLLC PREVIOUSLYCONSOLIDATEDON MARCH 31 2004 PURSUANTTO FINANCIAL ACCOUNTINGSTANDARDSSTANDARD

BOARD FASB INTERPRETATIONNO 46 REVISEDDECEMBER 2003 CONSOLIDATION OF VARIABLE INTERESTENTITIESENTITIE

EXELONSEXELON DISPOSITIONOF VARIOUSVARIOU BUSINESSESBUSINESSE OFEXELON ENTERPRISESENTERPRISECOMPANYLLC AN INDIRECTWHOLLYOWNED

SUBSIDIARYOF EXELONDURING2002 2003 AND 2004 AND

EXELONSEXELON DISPOSITIONAND WIND DOWN OF THEOPERATIONSOPERATIONOFALLENERGYAN INDIRECTWHOLLYOWNED SUBSIDIARYOF

EXELON GENERATIONCOMPANYLLC

THE UNAUDITED PROFORMA CONDENSED CONSOLIDATEDSTATEMENTOF OPERATIONSOPERATIONFORTHE YEARENDED DECEMBER 31 2004

GIVESGIVE EFFECTTO THEDISPOSITIONOFSITHE AND PRESENTSPRESENTAS DISCONTINUEDOPERATIONSOPERATIONTHERESULTSRESULT OF OPERATIONSOPERATIONOF SITHE FORTHEPERIOD
FROM APRIL 2004 THROUGHDECEMBER 31 2004 AND GIVESGIVE EFFECTTO THEDISPOSITIONSDISPOSITIONOF QUALIFYINGENTERPRISESENTERPRISEBUSINESSESBUSINESSE AND

ALLENERGYAND PRESENTSPRESENTAS DISCONTINUEDOPERATIONSOPERATIONTHERESULTSRESULT OF OPERATIONSOPERATIONAND GAINSGAIN OR LOSSESLOSSE ON DISPOSITIONSDISPOSITIONFOREACH OF THE

YEARSYEAR ENDED DECEMBER 31 2002 2003 AND 2004

THE UNAUDITED PRO FORMA CONDENSED CONSOLIDATEDBALANCE SHEET AS OF DECEMBER 31 2004 GIVESGIVE EFFECTTO THE

JANUARY2005 DISPOSITIONOF SITHE

THE HISTORICALFINANCIALINFORMATION OFEXELON AS OF AND FORTHE YEARSYEAR ENDED DECEMBER 31 2002 2003 AND 2004 IS

DERIVEDFROM THE AUDITEDFINANCIAL STATEMENTSSTATEMENT OF EXELONBUT DOESDOE NOT INCLUDEALLDISCLOSURESDISCLOSUREREQUIREDBYACCOUNTING
PRINCIPLESPRINCIPLEGENERALLYACCEPTEDIN THE UNITED STATESSTATE
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EXELON

UNAUDITED PRO FORMA CONDENSED CONSOLIDATED STATEMENT OF OPERATIONSOPERATION
FOR THE YEAR ENDED DECEMBER 31 2002

IN MILLIONSMILLION EXCEPTPER SHARE DATA

PRO FORMA EXELON

ADJUSTMENTSADJUSTMENTFOR ADJUSTEDFOR

EXELON DISCONTINUED DISCONTINUED

HISTORICAL OPERATIONSOPERATION OPERATIONSOPERATION

OPERATING REVENUESREVENUE 14955 895 14060

OPERATING EXPENSESEXPENSE

PURCHASEDPOWER AND FUEL 5262 172 5090

OPERATINGAND MAINTENANCE 4345 690 3655

DEPRECIATIONAND AMORTIZATION 1340 10 1330
TAXESTAXE OTHERTHANINCOME TAXESTAXE 709 705

TOTAL OPERATING EXPENSESEXPENSE 11656 876 10780

OPERATING INCOME 3299 19 3280

OTHERINCOME AND DEDUCTIONSDEDUCTION

INTERESTEXPENSE 966 11 955
DISTRIBUTIONSDISTRIBUTION ON PREFENEDSECURITIESSECURITIE OF SUBSIDIARIESSUBSIDIARIE 45 45

EQUITYIN EARNINGSEARNINGOFUNCONSOLIDATEDAFFILIATESAFFILIATE 80 86

OTHERNET 304 23 327

TOTAL OTHER INCOME AND DEDUCTIONSDEDUCTION 627 40 587

INCOME FROM CONTINUING OPERATIONSOPERATION BEFORE

INCOME TAXESTAXE AND MINORITY INTEREST 2672 21 2693
INCOME TAX PROVISION 998 1000

MINORITYINTERESTINCOME EXPENSENET OF TAX

INCOME FROM CONTINUING OPERATIONSOPERATION 1670 20 1690

AVERAGESHARESSHARE COMMON STOCK

BASIC 645 645

DILUTED 649 649

PER SHAREFROM CONTINUING
BASIC 259 262

DILUTED 257 260

140

HTTPWWWSECGOVARCHIVE 09 8252005



PAGE176 OF 454

EXELON

UNAUDITED PRO FORMA CONDENSED CONSOLIDATED STATEMENT OF OPERATIONSOPERATION
FOR THE YEAR ENDED DECEMBER 31 2003

IN MILLIONSMILLION EXCEPTPER SHARE DATA

OPERATING REVENUESREVENUE

OPERATING EXPENSESEXPENSE

PURCHASEDPOWER AND FUEL

IMPAIRMENTOF BOSTON GENERATINGLLC LONGLIVEDASSETSASSET

OPERATINGAND MAINTENANCE

DEPRECIATIONAND AMORTIZATION

TAXESTAXE OTHERTHANINCOME TAXESTAXE

TOTAL OPERATING EXPENSESEXPENSE

OPERATING INCOME

OTHERINCOME AND DEDUCTIONSDEDUCTION

INTERESTEXPENSE
DISTRIBUTIONSDISTRIBUTION ON PREFERREDSECURITIESSECURITIE OF SUBSIDIARIESSUBSIDIARIE

EQUITYIN EARNINGSEARNINGOF UNCONSOLIDATEDAFFILIATESAFFILIATE

OTHERNET

TOTAL OTHER INCOME AND DEDUCTIONSDEDUCTION

INCOME FROM CONTINUING OPERATIONSOPERATION BEFORE

INCOME TAXESTAXE AND MINORITY INTEREST 157 1286
INCOME TAX PROVISION 58 389

MINORITYINTERESTEXPENSE NET OF TAX

INCOME FROM CONTINUING OPERATIONSOPERATION

AVERAGESHARESSHARE COMMON STOCK

BASIC

DILUTED

PER SHAREFROM CONTINUING
BASIC

DILUTED

EXELON

PRO FORMA

ADJUSTMENTSADJUSTMENT
FOR DISCONTINUED

EXELON

ADJUSTEDFOR

DISCONTINUED

11 570

HISTORICAL OPERATIONSOPERATION OPERATIONSOPERATION

15812 664 15148

6375 181 6194
945 945

4508 593 3915
1126 11 1115

581

13535 796 12739

2277 132 2409

881 873
39 39
33 33

261 17 244

1148 25 1123

1129
331

793

651

657

122

99 892

651

657

137

121 136
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EXELON

UNAUDITED PRO FORMA CONDENSED CONSOLIDATED STATEMENT OF OPERATIONSOPERATION
FOR THE YEAR ENDED DECEMBER 31 2004

IN MILLIONSMILLION EXCEPTPER SHARE DATA

PRO FORMA EXELON

ADJUSTMENTSADJUSTMENT ADJUSTEDFOR

EXELON FOR DISCONTINUED DISCONTINUED

HISTORICAL OPERATIONSOPERATION OPERATIONSOPERATION

OPERATING REVENUESREVENUE 14515 382 14133

OPERATING EXPENSESEXPENSE

PURCHASEDPOWER AND FUEL 5082 153 4929

OPERATINGAND MAINTENANCE 3976 276 3700

DEPRECIATIONAND AMORTIZATION 1305 10 1295
TAXESTAXE OTHERTHANINCOME TAXESTAXE 719 710

TOTAL OPERATING EXPENSESEXPENSE 11082 448 10634

OPERATING INCOME 3433 66 3499

OTHERINCOME AND DEDUCTIONSDEDUCTION

INTERESTEXPENSE 905 77 828
DISTRIBUTIONSDISTRIBUTION ON PREFERREDSECURITIESSECURITIE OF SUBSIDIARIESSUBSIDIARIE

EQUITYIN LOSSESLOSSE OF UNCONSOLIDATEDAFFILIATESAFFILIATE 153 154
OTHERNET 140 77 63

TOTAL OTHER INCOME AND DEDUCTIONSDEDUCTION 921 922

INCOME FROM CONTINUING OPERATIONSOPERATION BEFORE

INCOME TAXESTAXE AND MINORITY INTEREST 2512 65 2577
INCOME TAX PROVISION 692 21 713

MINORITYINTERESTINCOME EXPENSENET OF TAX 21 15

INCOME FROM CONTINUING OPERATIONSOPERATION 1841 29 1870

AVERAGESHARESSHARE COMMON STOCK

BASIC 661 661

DILUTED 669 669

PER SHAREFROM CONTINUING
BASIC 279 283

DILUTED 275 279
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EXELON

UNAUDITED PRO FONNA CONDENSED CONSOLIDATED BALANCE SHEET

AS OFDECEMBER 31 2004

IN MILLIONSMILLION

PRO FORMA

ADJUSTMENTSADJUSTMENT EXELON ADJUSTEDFOR

EXELON FORDISCONTINUED DISCONTINUED

HISTORICAL OPERATIONSOPERATION OPERATIONSOPERATION

ASSETSASSET

CASH AND CASHEQUIVALENTSEQUIVALENT 499 43 456

RESTRICTEDCASHAND INVESTMENTSINVESTMENT 60 19 41

ACCOUNTSACCOUNT RECEIVABLENET 2058 33 2025
MARKTOMARKET DERIVATIVE ASSETSASSET 403 18 385

INVENTORIESINVENTORIE 542 542

DEFERREDINCOME TAXESTAXE 68 59 127

OTHER 296 293

TOTAL CURRENT ASSETSASSET 3926 57 3869

PROPERTYPLANTAND EQUIPMENTNET 21482 270 21212

REGULATORYASSETSASSET 4790 4790
NUCLEARDECOMMISSIONINGTRUSTFUNDSFUND 5262 5262
INVESTMENTSINVESTMENT 804 804

GOODWILL 4705 4705
MARKTOMARKET DERIVATIVEASSETSASSET 383 85 298

DEFERREDDEBITSDEBIT AND OTHERASSETSASSET 1418 530 888

TOTAL ASSETSASSET 42770 942 41828
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EXELON

UNAUDITED PRO FORMA CONDENSED CONSOLIDATED BALANCE SHEET

AS OFDECEMBER 31 2004

IN MILLIONSMILLION

PRO FORMA EXELON

ADJUSTMENTSADJUSTMENTFOR ADJUSTEDFOR

EXELON DISCONTINUED DISCONTINUED

HISTORICAL OPERATIONSOPERATION OPERATIONSOPERATION

LIABILITIESLIABILITIE AND SHAREHOLDERSSHAREHOLDER EQUITY
COMMERCIAL PAPER 490 490

LONGTERMDEBT DUE WITHIN ONE YEAR 913 34 879

ACCOUNTSACCOUNT PAYABLE 1255 19 1236
MARKTOMARKET DERIVATIVE LIABILITIESLIABILITIE 598 598

ACCRUED EXPENSESEXPENSE 1143 34 1109
OTHER 483 19 464

TOTAL CURRENT LIABILITIESLIABILITIE 4882 106 4776

LONGTERMDEBT 12148 785 11363

DEFERREDCREDITSCREDIT AND OTHERLIABILITIESLIABILITIE

DEFERREDINCOME TAXESTAXE 4488 24 4464
UNAMORTIZED INVESTMENTTAX CREDITSCREDIT 275 275

ASSET RETIREMENTOBLIGATIONSOBLIGATION 3981 3978
PENSION AND POSTRETIREMENTBENEFITOBLIGATIONSOBLIGATION 3058 3058

SPENTNUCLEARFUELOBLIGATION 878 878

REGULATORYLIABILITIESLIABILITIE 2204 2204
MARKTOMARKET DERIVATIVELIABILITIESLIABILITIE 323 323

OTHER 981 13 968

TOTAL DEFERRED CREDITSCREDIT AND OTHER

ITIESH 16188 40 16148

MINORITYINTERESTOFCONSOLIDATEDSUBSIDIARIESSUBSIDIARIE 42 36
PREFERREDSECURITIESSECURITIE OFSUBSIDIARIESSUBSIDIARIE 87 87

SHAREHOLDERSSHAREHOLDER EQUITY
COMMON STOCK 7598 7598

TREASURYSTOCKAT COST 82 82
RETAINED EARNINGSEARNING 3353 25 3378
ACCUMULATED OTHERCOMPREHENSIVELOSSLOS 1446 1446

TOTAL SHAREHOLDERSSHAREHOLDER EQUITY 9423 25 9448

TOTAL ITIESH AND SHAREHOLDERSSHAREHOLDER

EQUITY 42770 942 41828
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EXELON AND PSEG

UNAUDITED PRO FORMA CONDENSED COMBINED

CONSOLIDATED FINANCIAL STATEMENTSSTATEMENT

THE FOLLOWINGEXELON AND PSEG UNAUDITED PROFORMA CONDENSED COMBINED CONSOLIDATEDFINANCIAL STATEMENTSSTATEMENT ARE

BASED ON THEHISTORICALCONSOLIDATEDFINANCIAL STATEMENTSSTATEMENT OF EXELONAS ADJUSTEDFORDISCONTINUEDOPERATIONSOPERATIONSEE PAGESPAGE 139

THROUGH144 AND THEHISTORICALCONSOLIDATEDFINANCIAL STATEMENTSSTATEMENT OF PSEG AFTERGIVINGEFFECTTO

THE MERGERUSINGTHEPURCHASEMETHOD OF ACCOUNTINGWITH EXELON TREATEDAS THEACQUIRERAND

EXELONSEXELON 2004 DISPOSITIONOF BOSTON GENERATINGLLC PREVIOUSLYINDIRECTWHOLLYOWNEDSUBSIDIARY

AS DESCRIBEDIN THEACCOMPANYINGNOTESNOTE SH COST TO ACQUIREPSEG WILL BE ALLOCATEDTO THE NET TANGIBLEAND
IDENTIFIABLE INTANGIBLEASSETSASSET ACQUIREDAND LIABILITIESLIABILITIE ASSUMED BASED UPON THEIRESTIMATEDFAIRVALUESVALUE AS OF THECOMPLETIONOF

THE MERGER THE COMPLETIONOF THEMERGER IS CURRENTLYEXPECTEDTO OCCUR IN EITHERTHE FIRSTOR SECONDQUARTEROF 2006

DEPENDINGON WHETHERTHEPARTIESPARTIEARE ABLE TO REACHEARLYSETTLEMENTSSETTLEMENTIN THE NJBPU AND PPUC PROCEEDINGSPROCEEDINGDESCRIBEDUNDER

THE MERGERREGULATORYMATTERSMATTER RELATINGTO THEMERGERGENERALALTHOUGHWE CANNOT PREDICTTHE ACTUALTIMINGTHE

EXCESSEXCES OF PURCHASEPRICEINCLUDINGESTIMATEDFEESFEE AND EXPENSESEXPENSE RELATEDTO THEMERGERINCURREDBYEXELONOVER THE

PRELIMINARYESTIMATEDFAIR VALUESVALUE OFTHE NET ASSETSASSET ACQUIREDAND LIABILITIESLIABILITIE ASSUMED IS CLASSIFIEDAS GOODWILLIN THE

ACCOMPANYINGEXELON AND PSEG UNAUDITED PROFORMA CONDENSED COMBINED CONSOLIDATEDBALANCE SHEET EXELON MAY
RECORDSOME ADDITIONALLEVELOF AMORTIZABLEINTANGIBLEASSETSASSET NOT YETIDENTIFIED OR RECORDEDIN THESEPROFORMAFINANCIAL

STATEMENTSSTATEMENT THE AMORTIZATIONOFTHESEASSETSASSET MAY ADVERSELYIMPACTFUTUREEARNINGSEARNINGOFTHE COMBINED COMPANY THE PURCHASE
METHOD OF ACCOUNTINGAPPLIEDTO THE MERGERIS BASED ON CURRENT ACCOUNTINGLITERATUREWHICH MAY BE AMENDED PRIORTO THE

COMPLETIONOF THE MERGERAND IF AMENDEDCOULDMATERIALLYIMPACTTHE ALLOCATIONOFPURCHASEPRICE

THE EXELON AND PSEG UNAUDITED PROFORMA CONDENSED COMBINED CONSOLIDATEDSTATEMENTSSTATEMENT OF OPERATIONSOPERATIONGIVEEFFECT

TO THE MERGERAS THOUGHIT OCCURREDON JANUARY2004 THE EXELON AND PSEG UNAUDITED PROFORMA CONDENSED COMBINED

CONSOLIDATEDBALANCE SHEET GIVESGIVE EFFECTTO THEMERGERAS THOUGHIT OCCURREDON MARCH 31 2005

THE EXELON AND PSEG UNAUDITED PRO FORMA CONDENSED COMBINED CONSOLIDATEDFINANCIAL STATEMENTSSTATEMENT INCLUDE ESTIMATESESTIMATE

OFPOTENTIALADJUSTMENTSADJUSTMENTFOREVENTSEVENT THATARE

DIRECTLYATTRIBUTABLETO THE MERGER

FACTUALLYSUPPORTABLEAND

WITH RESPECTTO THE STATEMENTSSTATEMENT OF OPERATIONSOPERATIONEXPECTEDTO HAVE CONTINUINGIMPACTON THE COMBINED COMPANYSCOMPANY
RESULTSRESULT

THESE PRELIMINARYADJUSTMENTSADJUSTMENTARE BASED ON EXELONSEXELON AND PSEGSPSEG MANAGEMENTSMANAGEMENTCURRENTESTIMATESESTIMATE AND ARE SUBJECTTO

CHANGEPENDINGADDITIONALINFORMATIONTHATMAY COME TO THEIRKNOWLEDGEAND AS DECISIONSDECISION ARE MADE WITH RESPECTTO THE

CORPORATERESTRUCTURINGDESCRIBEDUNDER THE MERGERCORPORATERESTRUCTURINGTHE ACTUALADJUSTMENTSADJUSTMENTRECORDEDIN

PURCHASEACCOUNTINGWILL BE BASED ON FINAL VALUATIONSVALUATION AS DETERMINEDBYMANAGEMENTAND INDEPENDENTTHIRDPARTIESPARTIEAND MAY
DIFFERMATERIALLYFROMTHEPRELIMINARYAMOUNTSAMOUNT RECORDEDIN THEEXELON AND PSEG UNAUDITED PROFORMA CONDENSED

COMBINED CONSOLIDATEDFINANCIAL STATEMENTSSTATEMENT IF THEFINAL VALUATIONINDICATESINDICATE THATTHE FAIRVALUE OF THEASSETSASSET OF PSEG IS

HIGHERTHANMANAGEMENTSMANAGEMENTCURRENTESTIMATESESTIMATE THEPERCENTAGEOF THEPURCHASEPRICEALLOCATEDTO THESEASSETSASSET WOULDBE GREATER
THANTHATCURRENTLYALLOCATEDTO THEM IN THEPROFORMA FINANCIALSTATEMENTSSTATEMENT THE GREATERLEVELOF AMORTIZABLEASSETSASSET WOULD

RESULTIN ADDITIONALAMORTIZATIONWHICH MAY ADVERSELYIMPACTTHE FUTUREEARNINGSEARNINGOFTHE COMBINED COMPANY

THE HISTORICALFINANCIALINFORMATIONOF EXELON AND PSEG AS OF AND FORTHE THREEMONTHSMONTH ENDED MARCH 31 2005 IS

UNAUDITED THE HISTORICALFINANCIALINFORMATION OFEXELON AND PSEG FORTHE YEARENDED DECEMBER 31 2004 IS DERIVED FROM

THE AUDITED FINANCIALSTATEMENTSSTATEMENT OF EXELON AND PSEG RESPECTIVELYBUT DOESDOE NOT INCLUDE ALLDISCLOSURESDISCLOSUREREQUIREDBYGAAP
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YOU SHOULDREADTHEEXELON AND PSEG UNAUDITED PRO FORMA CONDENSED COMBINED CONSOLIDATEDFINANCIAL STATEMENTSSTATEMENT

IN CONJUNCTIONWITH THE

ACCOMPANYINGNOTESNOTE TO THE EXELON AND PSEG UNAUDITED PROFORMA CONDENSED COMBINED CONSOLIDATED

FINANCIAL STATEMENTSSTATEMENT

SEPARATEUNAUDITED HISTORICALFINANCIAL STATEMENTSSTATEMENT OFEXELON AND PSEG AS OFAND FORTHE THREEMONTHSMONTH ENDED

MARCH 31 2005 INCLUDEDIN EXELONSEXELON AND PSEGSPSEG RESPECTIVEQUARTERLYREPORTSREPORTON FORM FORTHETHREE

MONTHSMONTH ENDED MARCH 31 2005 WHICH ARE INCORPORATEDBYREFERENCEINTO THISTHI JOINTPROXY STATEMENTPROSPECTUSSTATEMENTPROSPECTU

SEPARATEHISTORICALFINANCIALSTATEMENTSSTATEMENT OF EXELON AND PSEG AS OF AND FORTHE YEARENDED DECEMBER 31 2004
INCLUDED IN EXELONSEXELON AND PSEGSPSEG RESPECTIVEANNUALREPORTSREPORTON FORM 10K FORTHEYEARENDED DECEMBER 31

2004 WHICH ARE INCORPORATEDBYREFERENCEINTO THISTHI JOINTPROXY STATEMENTPROSPECTUSSTATEMENTPROSPECTU

CURRENTREPORTON FORM 8K FILEDBYEXELON ON MAY 13 2005 IN WHICH ITEM ITEM AND ITEM OF EXELONSEXELON

ANNUALREPORTON FORM 10K FORTHEYEARENDED DECEMBER 31 2004 WERE RECASTWHICH IS INCORPORATEDBY
REFERENCEINTOTHISTHI JOINTPROXY STATEMENTPROSPECTUSSTATEMENTPROSPECTUAND

THEEXELON UNAUDITED PROFORMA CONDENSED CONSOLIDATEDFINANCIAL STATEMENTSSTATEMENT ON PAGESPAGE 139 THROUGH144 OF

THISTHI JOINTPROXY STATEMENTPROSPECTUSSTATEMENTPROSPECTU

THE EXELON AND PSEG UNAUDITED PRO FORMA CONDENSED COMBINED CONSOLIDATED FINANCIAL STATEMENTSSTATEMENT ARE

PRESENTEDFORILLUSTRATIVEPURPOSESPURPOSE ONLYAND ARE NOT NECESSARILYINDICATIVE OF WHAT THE COMBINED COMPANYSCOMPANY FINANCIAL

POSITIONOR OPERATINGRESULTSRESULT ACTUALLYWOULD HAVE BEEN HAD THE MERGER BEEN COMPLETEDON THE DATESDATE INDICATED IN

ADDITIONTHE EXELON AND PSEG UNAUDITED PRO FORMA CONDENSED COMBINED CONSOLIDATED FINANCIAL STATEMENTSSTATEMENT DO

NOT PURPORTTO PROJECTTHE FUTUREFINANCIAL POSITIONOR OPERATINGRESULTSRESULT OF THE COMBINED COMPANY
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EXELON AND PSEG

UNAUDITED PRO FORMA CONDENSED COMBINED CONSOLIDATED

STATEMENT OF OPERATIONSOPERATION
FOR THE THREE MONTHSMONTH ENDED MARCH 31 2005

IN MILLIONSMILLION EXCEPTPER SHAREDATA

EXELON PSEG PRO FORMA

HISTORICAL HISTORICAL ADJUSTMENTSADJUSTMENT PRO

UNAUDITED UNAUDITED

OPERATING REVENUESREVENUE

3561 3310 72
4C

42

OPERATING EXPENSESEXPENSE

PURCHASEDPOWER AND FUEL

1190 1874 18C

OPERATINGAND MAINTENANCE 949 598

DEPRECIATIONAND AMORTIZATION 319 190 21E
TAXESTAXE OTHERTHANINCOME TAXESTAXE 172 43

TOTAL OPERATING EXPENSESEXPENSE 2630 2705

OPERATING INCOME 931 605 105

OTHERINCOME AND DEDUCTIONSDEDUCTION

INTEREST EXPENSE 190 215 23

20F
DISTRIBUTIONSDISTRIBUTION ON PREFERREDSECURITIESSECURITIE OF SUBSIDIARIESSUBSIDIARIE

EQUITYIN EARNINGSEARNINGOF UNCONSOLIDATEDAFFILIATESAFFILIATE

36 37 2G
OTHERNET 30 27

TOTAL OTHER INCOME AND DEDUCTIONSDEDUCTION 197 152

INCOME BEFORE INCOME TAXESTAXE AND MINORITY
INTEREST 734 453 107

TAX PROVISION 227 168 53

INCOME FROM CONTINUING OPERATIONSOPERATION 507 285 28

AVERAGESHARESSHARE COMMON STOCK

BASIC 666 238

DILUTED 675 242

PER SHAREFROM CONTINUING
BASIC 076 120

DILUTED 075 118

SEE ACCOMPANYINGNOTESNOTE TO EXELON AND PSEG UNAUDITED PRO FORMA CONDENSED COMBINED CONSOLIDATEDSTATEMENTOF

OPERATIONSOPERATIONWHICH ARE AN INTEGRALPARTOFTHESESTATEMENTSSTATEMENT
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EXELON AND PSEG

UNAUDITED PRO FORMA CONDENSED COMBINED CONSOLIDATED

STATEMENT OF OPERATIONSOPERATION
FOR THE YEAR ENDED DECEMBER 31 2004

IN MILLIONSMILLION EXCEPTPER SHARE DATA

EXELON

PRO FORMA PRO FORMA

ADJUSTEDFOR ADJUSTMENT
DISCONTINUED FOR BOSTON EXELON AS PSEG PRO FORMA

OPERATIONSOPERATION GENERATING ADJUSTED HISTORICAL ADJUSTMENTSADJUSTMENT PR

OPERATING REVENUESREVENUE

14133 248 13885 10996 505
14C

189H
17I

OPERATING EXPENSESEXPENSE

PURCHASEDPOWER AND FUEL

4929 222 4707 6057 178C
4I

OPERATINGAND MAINTENANCE 3700 62 3638 2260 27

DEPRECIATIONAND AMORTIZATION 1295 1291 719 86

TAXESTAXE OTHERTHANINCOME TAXESTAXE 710 701 139

TOTAL OPERATING

EXPENSESEXPENSE 10634 297 10337 9175 69

OPERATING INCOME 3499 49 3548 1821 732

OTHERINCOME AND DEDUCTIONSDEDUCTION

INTEREST EXPENSE 828 823 859 95

61F
DISTRIBUTIONSDISTRIBUTION ON PREFERRED
SECURITIESSECURITIE OF SUBSIDIARIESSUBSIDIARIE

EQUITYIN EARNINGSEARNINGOF

UNCONSOLIDATEDAFFILIATESAFFILIATE 154 154 126 8G
OTHERNET 63 90 27 83

TOTAL OTHER INCOME

AND DEDUCTIONSDEDUCTION 922 85 1007 654 28

INCOME LOSSLOS BEFORE

INCOME TAXESTAXE AND

MINORITY INTEREST 2577 36 2541 1167 760

INCOME TAX PROVISIONBENEFIT 713 15 698 446 235

QJ
MINORITYINTERESTINCOME NET

OFTAX

INCOME LOSSLOS FROM

CONTINUING OPERATIONSOPERATION 1870 21 1849 721 297

AVERAGESHARESSHARE

COMMON STOCK

BASIC 661 237

DILUTED 669 238

PER SHAREFROM

BASIC 283 304
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DILUTED 279 303

SEE ACCOMPANYINGNOTESNOTE TO EXELON AND PSEG UNAUDITED PROFORMA CONDENSED COMBINED CONSOLIDATEDSTATEMENTOF

OPERATIONSOPERATIONWHICH ARE AN INTEGRALPARTOF THESESTATEMENTSSTATEMENT
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EXELON AND PSEG

NOTESNOTE TO UNAUDITED PRO FONNA CONDENSED

COMBINED CONSOLIDATED STATEMENT OF OPERATIONSOPERATION

PSEG HISTORICAL PRESENTATIONCERTAIN ADJUSTMENTSADJUSTMENTHAVE BEEN MADE TO PSEGSPSEG HISTORICALPRESENTATIONIN ORDERTO

CONFORMTO EXELONSEXELON HISTORICALPRESENTATIONTHESE ADJUSTMENTSADJUSTMENTHAD NO IMPACTON THEHISTORICALINCOME FROM

CONTINUINGOPERATIONSOPERATIONREPORTEDBYPSEG

BOSTON GENERATINGLLCAMOUNTSLLCAMOUNT REPRESENTTHE PROFORMAADJUSTMENTSADJUSTMENTREQUIREDTO ELIMINATE THEHISTORICALRESULTSRESULTOF

OPERATIONSOPERATIONOFBOSTON GENERATINGLLC PREVIOUSLYINDIRECTWHOLLYOWNEDSUBSIDIARYFROM SH HISTORICAL

RESULTSRESULT OF OPERATIONSOPERATIONAS ADJUSTEDFORDISCONTINUEDOPERATIONSOPERATIONTHE DISPOSITIONOFTHISTHI BUSINESSBUSINES MET THESIGNIFICANCETEST

UNDERSEC REGULATIONSX ARTICLE RULE 305 ACCORDINGLYBOSTON GENERATINGLLCSLLC RESULTSRESULT OFOPERATIONSOPERATIONHAVE

BEEN EXCLUDEDFROM THE EXELON AND PSEG UNAUDITED PRO FORMA CONDENSED COMBINED CONSOLIDATEDFINANCIAL

STATEMENTSSTATEMENT

OPERATINGREVENUESREVENUE AND PURCHASED POWER AND FUELREPRESENTSFUELREPRESENTTHE PROFORMAADJUSTMENTSADJUSTMENTREQUIREDTO REFLECTTHE

NET INCREMENTALOPERATINGREVENUE AND NET REDUCTIONIN FUELEXPENSE RESULTINGFROM THE AMORTIZATIONOF THE FAIR

VALUATIONADJUSTMENTRELATEDTO PSEGSPSEG POWERSUPPLYAND FUELCONTRACTSCONTRACT SEE BALANCESHEETNOTE AS WELL AS THE

REDUCTIONIN OPERATINGREVENUE RELATEDTO INCREASEDAMORTIZATIONOF POWER SUPPLYCONTRACTSCONTRACT ASSOCIATEDWITH PSEG

GLOBAL

OPERATINGAND MAINTENANCE EXPENSEREPRESENTSEXPENSEREPRESENTTHE PROFORMA ADJUSTMENTREQUIREDTO REFLECTADDITIONALACCRETION

EXPENSE ARISINGFROM THE FAIRVALUATIONOF PSEGSPSEG ASSET RETIREMENTOBLIGATIONSOBLIGATIONRELATEDTO ITS NUCLEARGENERATING
FACILITIESFACILITIE SEE BALANCESHEETNOTE

DEPRECIATIONAND AMORTIZATION EXPENSEREPRESENTSEXPENSEREPRESENTTHE PROFORMAADJUSTMENTREQUIREDTO REFLECTTHENET INCREMENTAL

DEPRECIATIONAND AMORTIZATIONEXPENSERESULTINGFROM THE FAIRVALUATIONOFPOWER GENERATINGASSETSASSET NUCLEARFUELAND

CONSOLIDATEDPSEG GLOBAL GENERATINGASSETSASSET DETAILEDAS FOLLOWSFOLLOW IN MILLIONSMILLION

ADJUSTMENTFOR THE

THREE MONTHSMONTH ADJUSTMENTFORTHE

ENDED YEAR ENDED

DESCRIPTION MARCH 31 2005 DECEMBER 31 2004

POWER GENERATINGASSETSASSET SEE BALANCESHEET

NOTE 21 82

NUCLEARFUELAND RELATEDINTANGIBLESEE
BALANCESHEETNOTE 20

CONSOLIDATEDPSEG GLOBAL GENERATINGASSETSASSET

SEE BALANCESHEETNOTE 16

TOTAL 21 86

INTERESTEXPENSEREPRESENTSEXPENSEREPRESENTTHE PROFORMA ADJUSTMENTTO INTERESTEXPENSE OF 23 MILLION AND 95 MILLION RESULTING
FROM THEFAIR VALUATIONOF PSEGSPSEG THIRDPARTYDEBT FORTHEPERIODSPERIODENDED MARCH 31 2005 AND DECEMBER 31 2004

RESPECTIVELYSEE BALANCESHEETNOTE ADDITIONALLYPROFORMAADJUSTMENTSADJUSTMENTTO INTERESTEXPENSE OF 20 MILLION AND

61 MILLION FORTHEPERIODSPERIODENDED MARCH 31 2005 AND DECEMBER 31 2004 RESPECTIVELYRESULTFROM AMORTIZINGTHE

DISCOUNTON THETRUSTPREFERREDSECURITIESSECURITIE WITHIN THEPARTICIPATINGUNITSUNIT SEE BALANCESHEETNOTE THE INCREASEIN

THE FAIRVALUE OFTHE DEBT AND THE ASSOCIATEDADJUSTMENTTO THEREGULATORYASSET AT PSEG WILL BE AMORTIZEDOVER THE

SAME PERIODAND IN THE SAME AMOUNTSAMOUNT THROUGHINTERESTEXPENSE WITH NO IMPACTTO THE INCOME STATEMENT AT PSEG

THE FINAL FAIRVALUE DETERMINATIONOF THEDEBT WILL BE BASED ON PREVAILINGMARKETINTERESTRATESRATE AT THECOMPLETIONOF THE

MERGERAND THE NECESSARY
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ADJUSTMENTWILLBE AMORTIZEDAS REDUCTIONIN THE CASE OF PREMIUMTO BOOK VALUEOR AN INCREASEIN THE CASE OF

DISCOUNTTO BOOK VALUETO INTERESTEXPENSE OVER THEREMAININGLIFE OF THE INDIVIDUAL DEBT ISSUESISSUE

EQUITYIN EARNINGSEARNINGOFUNCONSOLIDATEDAFFILIATESAFFILIATEAND OTHERNETREPRESENTSNETREPRESENTTHE PROFORMAADJUSTMENTREQUIREDTO

REFLECT NET DECREASEIN EQUITYIN EARNINGSEARNINGOF UNCONSOLIDATEDINVESTMENTSINVESTMENT AND NET INCREASEIN OTHERNET RESULTING
FROM THE FAIRVALUEADJUSTMENTOF THE BASISBASI OF PSEG GLOBALSGLOBAL EQUITYINVESTMENTSINVESTMENT IN DOMESTIC AND FOREIGNENTITIESENTITIE JOINT
VENTURESVENTURE AND PARTNERSHIPSPARTNERSHIPSEE BALANCESHEETNOTE AND THE RELATEDDECREASEIN EQUITYEARNINGSEARNINGTHATWOULDHAVE BEEN

RECORDEDBYPSEG HAD THEBASISBASI DIFFERENCEIN THE INVESTMENTBEEN AMORTIZED

OPERATINGREVENUESREVENUE AND INCOME TAX PROVISIONREPRESENTSPROVISIONREPRESENTTHE PROFORMAADJUSTMENTREQUIREDTO INCREASEOPERATING
REVENUESREVENUE RESULTINGFROM THE FAIRVALUATIONOF PSEGSPSEG INVESTMENTSINVESTMENT IN LEVERAGEDLEASESLEASE SEE BALANCESHEETNOTE

ADJUSTMENTALSOREFLECTSREFLECT RELATEDINCREASEIN THEPROVISIONFORINCOME TAXESTAXE THE AMOUNTSAMOUNT DETERMINEDIN THISTHI

ADJUSTMENTWERE BASED ON THEPROVISIONSPROVISIONOF FASB FINANCIAL INTERPRETATIONNO 21 ACCOUNTINGFORLEASESLEASE IN

BUSINESSBUSINES COMBINATION

INTERCOMPANYTRANSACTIONSREPRESENTRANSACTIONSREPRESENTHEPROFORMA ADJUSTMENTSADJUSTMENTREQUIREDTO ELIMINATE TRANSACTIONSTRANSACTIONBETWEEN

EXELON AND PSEG INCLUDED IN EACH COMPANYSCOMPANYHISTORICALFINANCIAL STATEMENTSSTATEMENT THE UNDERLYINGAMOUNTSAMOUNT IN THESE

ADJUSTMENTSADJUSTMENTRELATEPRIMARILYTO PURCHASESPURCHASEAND SALESSALE OF ENERGYBETWEEN THECOMPANIESCOMPANIE

INCOME TAX PROVISIONREPRESENTSPROVISIONREPRESENTTHEPROFORMATAX EFFECTOF THE ABOVE ADJUSTMENTSADJUSTMENTEXCLUSIVEOF THETAX EFFECT

DESCRIBEDIN NOTE DETERMINEDBASED ON AN ESTIMATEDPROSPECTIVESTATUTORYTAX RATE OF 40 FORTHECOMBINED

COMPANY THISTHI ESTIMATE COULDCHANGEBASED ON CHANGESCHANGEIN THEAPPLICABLETAX RATESRATE AND FINALIZATIONOFTHE COMBINED

COMPANYSCOMPANYTAX POSITION

SHARESSHARE OUTSTANDINGTHEPROFORMA WEIGHTEDAVERAGENUMBER OF BASIC SHARESSHARE OUTSTANDINGIS CALCULATEDBYADDING
EXELONSEXELON WEIGHTEDAVERAGENUMBER OF BASIC SHARESSHARE OFCOMMON STOCKOUTSTANDINGFORTHE THREEMONTHSMONTH ENDED

MARCH 31 2005 OR THE YEARENDED DECEMBER 31 2004 AS APPLICABLEAND PSEGSPSEG WEIGHTEDAVERAGENUMBER OF BASIC

SHARESSHARE OF COMMON STOCKOUTSTANDINGFORTHOSESAME PERIODSPERIODMULTIPLIEDBYTHEEXCHANGERATIOOF 1225 THE PROFORMA

WEIGHTEDAVERAGENUMBER OF DILUTEDSHARESSHARE OUTSTANDINGIS CALCULATEDBYADDINGEXELONSEXELON WEIGHTEDAVERAGENUMBER OF

DILUTEDSHARESSHARE OF COMMON STOCKOUTSTANDINGFORTHE THREEMONTHSMONTH ENDED MARCH 31 2005 OR THEYEARENDED

DECEMBER 31 2004 AS APPLICABLEAND PSEGSPSEG WEIGHTEDAVERAGENUMBER OF DILUTEDSHARESSHARE OFCOMMON STOCK

OUTSTANDINGFORTHOSESAME PERIODSPERIODAS WELLAS THE ESTIMATEDNUMBER OF OUTSTANDINGPSEG STOCKOPTIONSOPTIONEXPECTEDTO BE

EXERCISEDIMMEDIATELYFOLLOWINGCOMPLETIONOF THE MERGER USINGTHETREASURYSTOCKMETHODAS OFTHE CLOSEOF THE

MERGER MULTIPLIEDBYTHEEXCHANGERATIOOF 1225 THE FOLLOWINGTABLEILLUSTRATESILLUSTRATETHESECOMPUTATIONSCOMPUTATIONIN MILLIONSMILLION

FOR THE

THREE MONTHSMONTH ENDED FOR THE YEAR ENDED

DESCRIPTION MARCH 312005 DECEMBER 312004

BASIC

EXELON WEIGHTEDAVERAGECOMMON SHARESSHARE 6663 6612

PSEG WEIGHTEDAVERAGECOMMON SHARESSHARE 2383 2370

EXCHANGERATIO 1225 1225

2919 2903

PROFORMAWEIGHTEDAVERAGE COMMON SHARESSHARE 9582 9515

DILUTED

EXELON WEIGHTEDAVERAGECOMMON SHARESSHARE 6748 6694

PSEG WEIGHTEDAVERAGECOMMON SHARESSHARE 2422 2383

ESTIMATED EXERCISEOF PSEG STOCKOPTIONSOPTION 10 10

EXCHANGERATIO 1225 1225

2979 2931
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PRO FORMAWEIGHTEDAVERAGEDILUTEDSHARESSHARE 9727 9625
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EXELON AND PSEG

UNAUDITED PRO FORMA CONDENSED

COMBINED CONSOLIDATED BALANCE SHEET

AS OF MARCH 31 2005

IN MILLIONSMILLION

PRO

EXELON PSEG FORMA EXELON

HISTORICAL HISTORICAL ADJUSTMENTSADJUSTMENT PRO FORMA

UNAUDITED UNAUDITED

ASSETSASSET

CASH AND CASHEQUIVALENTSEQUIVALENT 360 332 9L 683

RESTRICTEDCASH AND INVESTMENTSINVESTMENT 78 56 134

ACCOUNTSACCOUNT RECEIVABLENET 2285 1896 531 4128
MARKTOMARKET DERIVATIVE ASSETSASSET 579 293 561 816

INVENTORIESINVENTORIE 468 490 13 971

DEFERREDINCOME TAXESTAXE 99 21 28 148

OTHER 473 247 40L 680

TOTAL CURRENT ASSETSASSET 4342 3335 117 7560

PROPERTYPLANTAND EQUIPMENTNET 21413 13797 1783 36473
44

564E

REGULATORYASSETSASSET 4702 5008 270 9980
NUCLEAR DECOMMISSIONINGTRUSTFUNDSFUND 5207 1077 6284
INVESTMENTSINVESTMENT 808 4309 63E 3591

463F
GOODWILL 4696 512 8147 13355

INTANGIBLEASSETSASSET 363 114 280 1323
88

490

12I
MARKTOMARKET DERIVATIVEASSETSASSET 359 44 LH 395

DEFERREDDEBITSDEBIT AND OTHERASSETSASSET 518 247 10L 755

TOTAL ASSETSASSET 42408 28443 8865 79716

SEE ACCOMPANYINGNOTESNOTE TO EXELON AND PSEG UNAUDITED PRO FORMA CONDENSED COMBINED CONSOLIDATEDBALANCE SHEET
WHICH ARE AN INTEGRALPARTOFTHESESTATEMENTSSTATEMENT
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EXELON AND PSEG

UNAUDITED PRO FORMA CONDENSED

COMBINED CONSOLIDATED BALANCE SHEET

AS OFMARCH 31 2005

IN MILLIONSMILLION

PRO

EXELON PSEG FORMA EXELON

HISTORICAL HISTORICAL ADJUSTMENTSADJUSTMENT PRO FORMA

UNAUDITED UNAUDITED

LIABILITIESLIABILITIE AND SHAREHOLDERSSHAREHOLDER EQUITY
COMMERCIAL PAPER 2326 370 2696

LONGTERMDEBT DUE WITHIN ONE YEAR 1011 528 1564

17G
ACCOUNTSACCOUNT PAYABLE 1235 882 83L 2034
MARKTOMARKET DERIVATIVELIABILITIESLIABILITIE 865 419 57L 1227
ACCRUED EXPENSESEXPENSE 907 506 46 1459
OTHER 496 575 8L 1063

TOTAL CURRENT LIABILITIESLIABILITIE 6840 3280 77 10043

LONGTERMDEBT 10997 12775 262 24407
555

182G
DEFERREDCREDITSCREDIT AND OTHERLIABILITIESLIABILITIE

DEFERREDINCOME TAXESTAXE 4971 4217 1606F 6813

769K
UNAMORTIZED INVESTMENTTAX CREDITSCREDIT 272 62 334

ASSET RETIREMENTOBLIGATIONSOBLIGATION 4039 317 617 4973
PENSION AND POSTRETIREMENTBENEFIT OBLIGATIONSOBLIGATION 1096 215 1022 3071

738

SPENTNUCLEARFUELOBLIGATION 884 884

REGULATORYLIABILITIESLIABILITIE 2167 630 638 3435
MARKTOMARKET DERIVATIVELIABILITIESLIABILITIE 411 281 8L 684

OTHER 930 850 588 2359

9L

TOTAL DEFERRED CREDITSCREDIT AND OTHER

ILQ1 14770 6572 1211 22553

MINORITYINTERESTOF CONSOLIDATEDSUBSIDIARIESSUBSIDIARIE

PREFERREDSECURITIESSECURITIE OF SUBSIDIARIESSUBSIDIARIE 87 80 167

SHAREHOLDERSSHAREHOLDER EQUITY
COMMON STOCK 7757 4564 4564 20570

12813M

TREASURYSTOCKAT COST 90 969 969 90
RETAINED EARNINGSEARNING 3607 2576 2576 3604

3M

ACCUMULATED OTHERCOMPREHENSIVELOSSLOS 1561 435 435 1539
22

TOTAL SHAREHOLDERSSHAREHOLDER EQUITY 9713 5736 7096 22545

TOTAL ITIESH AND SHAREHOLDERSSHAREHOLDER

EQUITY 42408 28443 8865 79716
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SEE ACCOMPANYINGNOTESNOTE TO EXELON AND PSEG UNAUDITED PROFORMA CONDENSED COMBINED CONSOLIDATEDBALANCE SHEET
WHICH ARE AN INTEGRALPARTOF THESESTATEMENTSSTATEMENT
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EXELON AND PSEG

NOTESNOTE TO UNAUDITED PRO FORMA CONDENSED

COMBINED CONSOLIDATED BALANCE SHEET

PSEG HISTORICAL PRESENTATIONCERTAIN ADJUSTMENTSADJUSTMENTHAVE BEEN MADE TO PSEGSPSEG HISTORICALPRESENTATIONIN ORDERTO

CONFORMTO SH HISTORICALPRESENTATION

GOODWILLTHE ESTIMATEDTOTALPURCHASEPRICEOF THE MERGER BASED ON THEAVERAGEPER SHAREPRICEOFEXELON COMMON

STOCKDURINGTHETWO TRADINGDAYSDAY BEFOREAND THE TWO TRADINGDAYSDAY AFTERDECEMBER 20 2004 THE DATEEXELON AND

PSEG ANNOUNCEDTHE MERGER AND THE EXCESSEXCES OF PURCHASEPRICEOVER THEBOOK VALUESVALUE OFTHE ASSETSASSET ACQUIREDAND

LIABILITIESLIABILITIE ASSUMED IS AS FOLLOWSFOLLOW IN MILLIONSMILLION

VALUE OF EXELON COMMON STOCKISSUED 12569
VALUE OF PSEG STOCKOPTIONSOPTIONASSUMED 62

VALUE OF PSEG STOCKPURCHASECONTRACT SEE NOTE 182

TOTAL ESTIMATEDPURCHASEPRICE 12813
LESSLES BOOK VALUE OFPSEG ASSETSASSET ACQUIREDAND LIABILITIESLIABILITIE ASSUMED 5736

EXCESSEXCES OF PURCHASEPRICEOVER NET BOOK VALUE OF ASSETSASSET ACQUIRED 7077

UNDER THEPURCHASEMETHOD OF ACCOUNTINGTHE TOTALESTIMATEDPURCHASEPRICEAS SHOWN IN THE TABLEABOVE IS ALLOCATED

TO PSEGSPSEG NET TANGIBLEAND IDENTIFIABLE INTANGIBLEASSETSASSET ACQUIREDAND LIABILITIESLIABILITIE ASSUMED BASED ON THEIRESTIMATEDFAIR

VALUESVALUE AS OFMARCH 31 2005 THE FAIRVALUE OF THESEASSETSASSET AND LIABILITIESLIABILITIE IS PRELIMINARYAND IS SUBJECTTO CHANGE
PENDINGADDITIONALINFORMATIONTHATMAY COME TO OUR KNOWLEDGEAND RESTRUCTURINGDECISIONSDECISION MADE UPON COMPLETIONOF

THEMERGER ADDITIONALLYTHEPURCHASEMETHOD OF ACCOUNTINGAPPLIEDTO THE MERGERIS BASED ON CURRENT ACCOUNTING
LITERATUREWHICH MAY BE AMENDED PRIORTO THECOMPLETIONOF THEMERGERAND IF AMENDEDCOULDMATERIALLYIMPACTTHE

ALLOCATIONOF PURCHASEPRICETHE PRELIMINARYADJUSTMENTSADJUSTMENTTO THEASSETSASSET ACQUIREDAND LIABILITIESLIABILITIE ASSUMED ARE AS FOLLOWSFOLLOW

IN MILLIONSMILLION

EXCESSEXCES OF PURCHASEPRICEOVER NET BOOK VALUE OF ASSETSASSET ACQUIRED 7077

ADJUSTMENTSADJUSTMENTTO GOODWILLRELATEDTO

PROPERTYPLANTAND EQUIPMENTNET 1263

INTANGIBLEASSETSASSET 846
INVESTMENTSINVESTMENT 1526

REGULATORYASSETSASSET 270
DEFERREDTAX ASSETSASSET 28
OTHER ASSETSASSET AND LIABILITIESLIABILITIE 17

ACCRUED EXPENSESEXPENSE TRANSACTIONCOSTSCOST DIRECTLYRELATEDTO THEMERGER 46

PENSION AND POSTRETIREMENTBENEFITOBLIGATIONSOBLIGATION 1760

LONGTERMDEBT 660

ASSET RETIREMENTOBLIGATION 617

REGULATORYLIABILITY 638

POWER SUPPLYCONTRACTSCONTRACT 588

DEFERREDTAX LIABILITIESLIABILITIE 2375

TOTAL ADJUSTMENTSADJUSTMENT 1070

TOTAL ADJUSTMENTTO GOODWILL 8147

PURSUANTTO STATEMENTOF FINANCIAL ACCOUNTINGSTANDARDSSTANDARD NO 142 GOODWILL AND OTHERINTANGIBLEASSETSASSET

GOODWILLIS NOT AMORTIZEDRATHERIMPAIRMENTTESTSTEST ARE PERFORMEDAT LEAST
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ANNUALLYOR MORE FREQUENTLYIF CIRCUMSTANCESCIRCUMSTANCE INDICATE AN IMPAIRMENTMAY HAVE OCCURREDIF AN IMPAIRMENTEXISTSEXIST THE

GOODWILLIS IMMEDIATELYWRITTENDOWN TO ITS FAIRVALUE THROUGHCURRENT CHARGETO EARNINGSEARNINGACCORDINGLYTHEGOODWILL
ARISINGFROM THEMERGERWILL BE SUBJECTTO AN IMPAIRMENTTEST AT LEASTANNUALLYADDITIONALLYTHISTHI GOODWILLWILL BE

ALLOCATEDAND PUSHEDDOWN TO THEUNDERLYINGSUBSIDIARIESSUBSIDIARIE WHOSE UNDERLYINGASSETSASSET AND LIABILITIESLIABILITIE GIVERISE TO THE FAIR

VALUEADJUSTMENTSADJUSTMENT

POWER GENERATINGASSETSREPRESENTSASSETSREPRESENTTHE PROFORMA ADJUSTMENTREQUIREDTO RECORDSH POWER GENERATINGASSETSASSET AT

ESTIMATEDFAIRMARKETVALUECOMPRISEDOF 29 BILLION WRITEUPOF PSEGSPSEG NUCLEARGENERATINGFACILITIESFACILITIE AND

11 BILLION WRITEDOWN OFPSEGSPSEG FOSSILAND OTHERFACILITIESFACILITIE THESE ADJUSTMENTSADJUSTMENTWERE DETERMINEDBASED ON EXELONSEXELON

AND PSEGSPSEG MANAGEMENTSMANAGEMENT ESTIMATESESTIMATE OF FAIRVALUE BASED ON ESTIMATESESTIMATE OFCOST PERKILOWATTOF POWER

THE PRELIMINARYANALYSESANALYSEINDICATED FAIR VALUE ESTIMATESESTIMATE OF PSEGSPSEG NUCLEARGENERATINGFACILITIESFACILITIE RANGINGFROM

APPROXIMATELY21 BILLION TO 34 BILLION THESE ANALYSESANALYSEARE SIGNIFICANTLYAFFECTEDBYASSUMPTIONSASSUMPTIONREGARDINGNUCLEAR

PLANTCAPACITYFACTORSFACTORNRC LICENSEEXTENSIONSEXTENSION FOREACH OFTHE NUCLEARFACILITIESFACILITIE OPERATINGCOSTSCOST AND THEEXPECTED
MARKETPRICEFORELECTRICITYTHE 29 BILLION ADJUSTMENTREFLECTSREFLECTTHE DIFFERENCEBETWEEN THEHIGHPOINTOFTHE RANGEAND

THE5257 MILLION BOOK VALUE OF THE NUCLEARSTATIONSSTATION AS OF MARCH 31 2005 AS EXELON MANAGEMENTBELIEVESBELIEVE THISTHI TO BE

AN APPROPRIATEESTIMATEOF THE FAIRVALUE OF THEUNDERLYINGASSETSASSET

THE PRELIMINARYANALYSESANALYSEINDICATED FAIRVALUE ESTIMATESESTIMATE OF PSEGSPSEG FOSSILAND OTHERFACILITIESFACILITIE RANGINGFROM

APPROXIMATELY24 BILLION TO 42 BILLION THE 11 BILLION ADJUSTMENTREFLECTSREFLECTTHEDIFFERENCEBETWEEN THEMIDPOINT
OF THERANGEAND THE43 BILLION BOOK VALUE OF THE FACILITIESFACILITIE AS OFMARCH 31 2005 AS EXELON MANAGEMENTBELIEVESBELIEVE

THISTHI TO BE AN APPROPRIATEESTIMATEOF THE FAIRVALUE OF THEUNDERLYINGASSETSASSET

THESE ADJUSTMENTSADJUSTMENTWILLBE DEPRECIATEDOVER THEESTIMATEDREMAININGUSEFULLIVESLIVE OF THEUNDERLYINGASSETSASSET

THESE ADJUSTMENTSADJUSTMENTCOULDBE MATERIALLYAFFECTEDBYCHANGESCHANGEIN ESTIMATESESTIMATE OF FUTURECAPACITYFACTORSFACTOROPERATINGCOSTSCOST

CHANGESCHANGEIN NRC LICENSEEXTENSIONASSUMPTIONSASSUMPTIONAND THEEXPECTEDMARKETPRICEFORELECTRICITYAT CLOSINGOFTHE MERGER

INDEPENDENTAPPRAISALSAPPRAISALARE EXPECTEDTO BE COMPLETEDSUBSEQUENTTO THECLOSINGOFTHE MERGER

ON MAY 26 2005 SUBSIDIARYOF PSEG ENTEREDINTO AN AGREEMENTTO SELL POWER GENERATINGSTATIONLOCATEDIN

WATERFORDOHIO TO SUBSIDIARYOFAMERICAN ELECTRICPOWER COMPANYSUBJECTTO CERTAINREGULATORYAPPROVALSAPPROVALTHE

SALEPRICEIS 220 MILLION WHICH APPROXIMATESAPPROXIMATETHEESTIMATEDFAIRVALUE OF THE ASSET REFLECTEDIN THE UNAUDITED PRO

FORMA CONDENSED COMBINED CONSOLIDATEDFINANCIAL STATEMENTSSTATEMENT FORTHE COMBINED COMPANY THE IMPACTOF THESALE

ON THE COMBINED COMPANYSCOMPANYUNAUDITED PROFORMA CONDENSED COMBINED CONSOLIDATEDFINANCIAL STATEMENTSSTATEMENT IS NOT

MATERIAL AS RESULTOFTHE SALEAGREEMENTPSEG WILL PRESENTTHEWATERFORDPLANTAS DISCONTINUEDOPERATIONIN ITS

FINANCIALSTATEMENTSSTATEMENT FILED IN FUTUREPERIODICREPORTSREPORTCOMMENCINGWITH PSEGSPSEG REPORTON FORM L0Q FORTHEQUARTERLY
PERIODENDED JUNE 30 2005

NUCLEAR FUEREPRESENTSFUEREPRESENTTHEPROFORMA ADJUSTMENTREQUIREDTO RECORDPSEGSPSEG NUCLEARFUELSUPPLYAT ESTIMATEDFAIR

MARKETVALUE THE ADJUSTMENTWAS DETERMINEDBASED ON NUCLEARFUELSUPPLYCONTRACTSCONTRACT PREVIOUSLYENTEREDINTOBY
PSEG WITH TERMSTERM FAVORABLETO CURRENT MARKETPRICESPRICETHE ADJUSTMENTINCLUDESINCLUDE FAIRVALUEADJUSTMENTSADJUSTMENTTO THE NUCLEAR

FUELPHYSICALLYCONTAINEDIN THENUCLEARREACTORSREACTOR AS WELL AS TO NUCLEARFUELSUPPLYCONTRACTSCONTRACT ACCORDINGLY44 MILLION

OF THISTHI ADJUSTMENTWAS RECORDEDAS AN INCREASETO PROPERTYPLANTAND EQUIPMENTNET FORFUELIN THE REACTORSREACTOR AND

88 MILLION WAS RECORDEDAS AN INTANGIBLEASSET WITHIN OTHERNONCURRENT ASSETSASSET FORNUCLEARFUELSUPPLYCONTRACTSCONTRACT THE

INTANGIBLEASSET WILL BE AMORTIZEDON STRAIGHTLINEBASISBASI OVER THE TERMSTERM OF THEUNDERLYINGCONTRACTSCONTRACT
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PSEG GLOBAL BUSINESSREPRESENTSBUSINESSREPRESENTTHE PROFORMAADJUSTMENTOF 347 MILLION REQUIREDTO RECORDAT FAIR VALUE

PSEGSPSEG CONSOLIDATEDPLANTAND NONCONSOLIDATEDEQUITYINVESTMENTSINVESTMENT IN DOMESTIC AND FOREIGNENTITIESENTITIE JOINTVENTURESVENTURE

AND PARTNERSHIPSPARTNERSHIPTHE ADJUSTMENTWAS DETERMINEDBASED ON AN ASSESSMENT OFRECENT MARKETCOMPARABLEPURCHASEAND

SALETRANSACTIONSTRANSACTIONFORSIMILAR INVESTMENTSINVESTMENT IN THE SAME REGIONOR IN THE ABSENCEOF SUFFICIENTRECENT COMPARABLE
TRANSACTIONSTRANSACTIONEXELONSEXELON AND PSEGSPSEG MANAGEMENTSMANAGEMENTASSESSMENT OF THE FAIRVALUE OF THE INVESTMENTAFTERCONSIDERINGALL

AVAILABLEINFORMATION THATWOULDPROVIDEAN INDICATOROFFAIR VALUE ADDITIONALLYTHISTHI ADJUSTMENTCONSIDERSCONSIDER THE

ANTICIPATEDSTRATEGYOF THE COMBINED COMPANY TO DIVESTIN AN ORDERLYFASHION ALLOR PORTIONOF THESEINVESTMENTSINVESTMENT THAT

DO NOT MEET THESTRATEGICOBJECTIVESOBJECTIVEOF THECOMBINED COMPANY AFTERTHE CLOSEOF THE MERGERSEE RELATEDDISCUSSION IN

RISK FACTORSRISKSFACTORSRISK RELATINGTO THE BUSINESSBUSINES OFTHE COMBINED COMPANYBECAUSE PORTIONOF THE COMBINED

COMPANYSCOMPANYBUSINESSBUSINES WILL BE CONDUCTEDOUTSIDETHE UNITED STATESSTATE ADVERSEINTERNATIONALDEVELOPMENTSDEVELOPMENTCOULDNEGATIVELY
IMPACTITSBUSINESSBUSINES

THE RANGEOF POTENTIALADJUSTMENTUSINGBOTHRECENT MARKET COMPARABLEPURCHASEAND SALETRANSACTIONSTRANSACTIONFORSIMILAR

INVESTMENTSINVESTMENT IN THE SAME REGIONAND DISCOUNTEDCASHFLOWMODELSMODEL WAS AN APPROXIMATEWRITEUPOF 500 MILLION TO AN

APPROXIMATEWRITEDOWN OF 11 BILLION THE RANGEOFPOTENTIALADJUSTMENTBASED ONLYON RECENT MARKETCOMPARABLE
TRANSACTIONSTRANSACTIONWAS AN APPROXIMATEWRITEDOWN OF 300 MILLION TO 800 MILLION UNTIL INDEPENDENTTHIRDPARTYVALUATIONSVALUATION

ARE RECEIVED ON EACH OFTHEUNDERLYINGINVESTMENTSINVESTMENTEXELON AND PSEG HAVE DETERMINED THEMIDPOINTOF THERANGEOF

RECENT MARKET COMPARABLETRANSACTIONSTRANSACTIONTO BE REASONABLEFAIRVALUE FORPURPOSESPURPOSE OF THESEPROFORMAFINANCIAL

STATEMENTSSTATEMENT UNLESSUNLES EXELON AND PSEG MANAGEMENTCONCLUDEDTHATTHEDISCOUNTEDCASHFLOWMODELSMODEL WERE MORE

APPROPRIATEINDICATOROF FAIRVALUE OF THETOTALADJUSTMENTOF 347 MILLION 564 MILLION WRITEDOWN WAS

RECORDEDTO PROPERTYPLANTAND EQUIPMENTNET RELATEDTO PROPERTYPLANTAND EQUIPMENTWITHIN THESEENTITIESENTITIE THATHAS

HISTORICALLYBEEN CONSOLIDATEDBYPSEG 280 MILLION WRITEUPWAS RECORDEDTO POWER SALECONTRACTSCONTRACT RELATEDTO

CONSOLIDATEDPROPERTYPLANTAND EQUIPMENTNET AND NET 63 MILLION WRITEDOWN WAS RECORDEDTO INVESTMENTSINVESTMENT

RELATEDTO EQUITYINVESTMENTSINVESTMENT IN THE PSEG GLOBAL ENTITIESENTITIE

THESE ADJUSTMENTSADJUSTMENTCOULDBE MATERIALLYAFFECTEDBYCHANGESCHANGEIN THE ECONOMIESECONOMIE AND POLITICALAND REGULATORYSTRUCTURESSTRUCTURE OF

THE COUNTRIESCOUNTRIE IN WHICH THESEINVESTMENTSINVESTMENT RESIDEAS WELL AS BYCHANGESCHANGEIN INTERESTRATESRATE COMMODITYPRICESPRICEAND THIRD

PARTYAPPRAISALSAPPRAISAL

FJ INVESTMENTSINVESTMENT IN LEVERAGEDLEASESREPRESENTSLEASESREPRESENTTHE PROFORMAADJUSTMENTSADJUSTMENTREQUIREDTO RECORDPSEGSPSEG LEVERAGEDLEASE

PORTFOLIOAT ESTIMATEDFAIR MARKETVALUE ACCORDINGLY1463 MILLION OF THESEADJUSTMENTSADJUSTMENTWAS RECORDEDTO REDUCE

PSEGSPSEG INVESTMENTIN LEVERAGEDLEASESLEASE AND 1606 MILLION WAS RECORDEDTO WRITEOFFTHE DEFERREDTAX LIABILITYRELATED

TO THELEVERAGEDLEASESLEASE THESE ADJUSTMENTSADJUSTMENTWERE DERIVED USING FAIRVALUATIONMETHODOLOGYTHATCONSIDEREDTHE

PRESENTVALUE OFTHE ESTIMATEDFUTUREAFTERTAXCASHFLOWSFLOW OF THESEINVESTMENTSINVESTMENT FROM JANUARY 2005 ONWARDAS

REASONABLEPROXY FORTHE ESTIMATEDFUTUREAFTERTAXCASHFLOWSFLOW FROM APRIL 2005 ONWARD THE PRESENTVALUE OF THE

CASH FLOWSFLOW WAS DETERMINEDUSINGINTERESTRATESRATE RANGINGFROM TO BASED ON THECREDITQUALITYLEASESTRUCTUREAND

EXPECTEDRETURN ON INDIVIDUAL LEASESLEASE

THESE ADJUSTMENTSADJUSTMENTCOULDBE MATERIALLYAFFECTEDBYCHANGESCHANGEIN INTERESTRATESRATE AND ACTUALFUTURECASHFLOWSFLOW GENERATEDBY
THESELEASESLEASE THE FAIRVALUATIONOF THELEASEPORTFOLIODOESDOE NOT REFLECTTHEPOTENTIALEXPOSURERELATEDTO THEUNCERTAINTY
OF THE TAX DEDUCTIBILITYOF RENTSRENT PAIDUNDERTHE LEASEAGREEMENTSAGREEMENTSEE RELATEDDISCUSSIONIN RISK FACTORSRISKSFACTORSRISK

RELATINGTO THEBUSINESSBUSINES OF THE COMBINED COMPANYTHE INTERNALREVENUE SERVICE MIGHTSUCCESSFULLYCHALLENGE
CERTAINLEVERAGEDLEASETRANSACTIONSTRANSACTIONENTEREDINTO BYPSEG WHICH COULDHAVE MATERIALADVERSEIMPACTON THE

COMBINED COMPANYSCOMPANYOPERATINGRESULTSRESULT

DEBTREPRESENTSDEBTREPRESENTTHEPROFORMAADJUSTMENTTOTALING842 MILLION REQUIREDTO RECORDPSEGSPSEG THIRDPARTYDEBT

INCLUDINGTRANSITIONALTRUSTNOTESNOTE AT ESTIMATEDFAIRMARKET VALUE BASED ON THE NATURE
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OF THEUNDERLYINGDEBT INSTRUMENTSINSTRUMENT270 MILLION OFTHISTHI ADJUSTMENTRELATEDTO DEBT AT PSEG INCLUDINGSECURITIZED

DEBT WAS OFFSETBY AN INCREASETO REGULATORYASSETSASSET AND 572 MILLION OF THISTHI ADJUSTMENTRELATEDTO NONPSEG DEBT
WAS RECORDEDAS AN INCREASETO GOODWILLTHE INCREASEIN THEFAIR VALUE OF THEDEBT AND THE ASSOCIATEDADJUSTMENTTO THE

REGULATORYASSET AT PSEG WILL BE AMORTIZEDOVER THE SAME PERIODAND IN THE SAME AMOUNTSAMOUNT THROUGHINTERESTEXPENSE
WITH NO IMPACTTO THE INCOME STATEMENT AT PSEG ADDITIONALLYIN CONNECTIONWITH DETACHABLESTOCKPURCHASE
CONTRACT EMBEDDED WITHIN PSEGSPSEG PARTICIPATINGUNITSUNIT AN ADJUSTMENTOF 182 MILLION WAS RECORDEDAS ADDITIONAL

PURCHASEPRICECONSIDERATIONWITH CORRESPONDINGREDUCTIONTO THE BOOK VALUE OF THE TRUSTPREFERREDSECURITIESSECURITIE WITHIN

THEPARTICIPATINGUNITSUNIT IN THEFORM OF DISCOUNT THE DISCOUNTWILL BE AMORTIZEDAS ADDITIONAL INTERESTEXPENSE
THROUGHTHEMATURITYDATE OFTHE TRUSTPREFERREDSECURITIESSECURITIE THE FINAL FAIRVALUE DETERMINATIONWILL BE BASED ON

PREVAILINGMARKETINTERESTRATESRATE AT THECOMPLETIONOF THEMERGER AND THE NECESSARYADJUSTMENTWILLBE AMORTIZED AS

REDUCTIONIN THECASE OF PREMIUMTO BOOK VALUEOR AN INCREASEIN THE CASE OF DISCOUNTTO BOOK VALUETO INTEREST

EXPENSE OVER THEREMAININGLIFEOF THE INDIVIDUAL DEBTISSUESISSUE ADDITIONALLYTHISTHI ADJUSTMENTCOULDBE MATERIALLY
AFFECTEDBYTHERATE STRUCTURE OFTHE PSEG UTILITYUPON COMPLETIONOF THEMERGER

ASSET RETIREMENT OBLIGATIONSREPRESENTOBLIGATIONSREPRESENTTHEPROFORMA ADJUSTMENTREQUIREDTO RECORDPSEGSPSEG ASSET RETIREMENT

OBLIGATIONSOBLIGATIONRELATEDTO ITSNUCLEARGENERATINGFACILITIESFACILITIE AT ESTIMATEDFAIRMARKET VALUE THE ADJUSTMENTWAS DETERMINED

BASED ON DIFFERENCESDIFFERENCE BETWEEN THE DISCOUNTRATE AND OTHERASSUMPTIONSASSUMPTIONUSED BYEXELON AND PSEG THISTHI ADJUSTMENT
COULDBE MATERIALLYAFFECTEDBYCHANGESCHANGEIN INTERESTRATESRATE UPDATEDNUCLEARDECOMMISSIONINGCOST STUDIESSTUDIE THETIMING
AND AMOUNT OF ACTUALCASH FLOWSFLOW AND CHANGESCHANGEIN MANAGEMENTSMANAGEMENTASSUMPTIONSASSUMPTIONRELATEDTO NUCLEARDECOMMISSIONING

PENSION AND POSTRETIREMENT BENEFITOBLIGATIONSREPRESENTOBLIGATIONSREPRESENTTHEPROFORMA ADJUSTMENTSADJUSTMENTOF 1022 MILLION
738 MILLION AND 12 MILLION REQUIREDTO RECORDAT FAIRVALUE PSEGSPSEG PENSIONOBLIGATIONPOSTRETIREMENTBENEFIT

OBLIGATIONAND INTANGIBLEASSETRESPECTIVELYTO REFLECTTHEELIMINATION OF PREVIOUSLYDEFERREDGAINSGAIN AND LOSSESLOSSE PRIOR
SERVICECOST TRANSITIONOBLIGATIONSOBLIGATIONAND INTANGIBLEASSETSASSET AND FURTHERADJUSTEDFORCHANGESCHANGETO PSEGSPSEG DISCOUNTRATE
ATTRIBUTIONPERIODFORCERTAINEMPLOYEEBENEFITSBENEFIT REMOVALOF CAP ON RETIREEMEDICAL SUBSIDIESSUBSIDIE AND OTHERASSUMPTIONSASSUMPTION

THE FINAL FAIRVALUE DETERMINATIONOF THEPENSIONAND POSTRETIREMENTBENEFITOBLIGATIONSOBLIGATIONMAY DIFFERMATERIALLYLARGELY
DUE TO POTENTIALCHANGESCHANGEIN DISCOUNTRATESRATE RETURN ON PLANASSETSASSET UP TO THE DATEOF COMPLETIONOF THEMERGERAND THE

CONFORMINGOFCERTAINEXELON AND PSEG ASSUMPTIONSASSUMPTIONSURROUNDINGTHE DETERMINATIONOFTHESEOBLIGATIONSOBLIGATION
ADDITIONALLYTHISTHI ADJUSTMENTCOULDBE MATERIALLYAFFECTEDBYTHERATE STRUCTUREOF THEPSEG UTILITYUPON COMPLETION
OF THEMERGER

POWER SUPPLYAND FUEL CONTRACTSREPRESENTSCONTRACTSREPRESENTTHE PROFORMA ADJUSTMENTSADJUSTMENTREQUIREDTO RECORDAT ESTIMATEDFAIRMARKET

VALUE PSEG POWERSPOWER POWER SUPPLYAND FUELCONTRACTSCONTRACT AND SH POWERPURCHASECONTRACTSCONTRACT WHICH ARE ACCOUNTED

FORAS NORMAL PURCHASENORMAL SALE TRANSACTIONSTRANSACTIONUNDERSFASSFA NO 133 ACCOUNTINGFORDERIVATIVE INSTRUMENTSINSTRUMENT AND

HEDGINGACTIVITIESACTIVITIE OR OTHERCONTRACTUALCOMMITMENTSCOMMITMENT THESE ADJUSTMENTSADJUSTMENTWERE RECORDEDAS AN INCREASETO GOODWILL
AND REGULATORYLIABILITIESLIABILITIE AT PSEG POWER AND PSEG RESPECTIVELY

THESE ADJUSTMENTSADJUSTMENTWILL BE ACCRETEDTO EARNINGSEARNINGBASED ON THEREMAININGLIVESLIVE OF THEUNDERLYINGCONTRACTSCONTRACT

THESE ADJUSTMENTSADJUSTMENTWERE DETERMINEDBASED ON MARKET INFORMATIONIF AVAILABLEAS WELL AS EXELONSEXELON AND PSEGSPSEG

MANAGEMENTSMANAGEMENTVIEW OFTHE FORWARDMARKETCURVESCURVE FORENERGYPRICESPRICE THISTHI ADJUSTMENTCOULDBE MATERIALLYAFFECTEDBY
CHANGESCHANGEIN MARKET PRICESPRICEOF POWER THEFORWARDPRICECURVESCURVE FORTHEUNDERLYINGCOMMODITIESCOMMODITIE AND CHANGESCHANGEIN CONTRACT

TERMSTERM

DEFERREDINCOME TAXESTHE CURRENT DEFERREDTAX ASSET REPRESENTSREPRESENTTHE ESTIMATED IMPACTON THEALLOCATIONOFPURCHASE
PRICETO CURRENT LIABILITIESLIABILITIE THE NONCURRENT DEFERREDTAX LIABILITYREPRESENTSREPRESENT
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THE ESTIMATEDIMPACTON THE ALLOCATIONOFPURCHASEPRICETO NONCURRENT ASSETSASSET THESE ESTIMATESESTIMATE ARE BASED ON THE

ESTIMATEDPROSPECTIVESTATUTORYTAX RATE OF40 FORTHE COMBINED COMPANY AND COULDCHANGEBASED ON CHANGESCHANGEIN THE

APPLICABLETAX RATESRATE AND FINALIZATIONOF THECOMBINED COMPANYSCOMPANYTAX POSITION

INTERCOMPANYTRANSACTIONSREPRESENTRANSACTIONSREPRESENTHEPRO FORMAADJUSTMENTREQUIREDTO ELIMINATE CASH ADVANCESADVANCE ACCOUNTSACCOUNT

RECEIVABLEAND PAYABLEINVENTORIESINVENTORIE AND OTHERCURRENT AND NONCURRENT ASSETSASSET AND LIABILITIESLIABILITIE BETWEENEXELON AND PSEG

RECORDEDAT MARCH 31 2005 IN EACH COMPANYSCOMPANYHISTORICALFINANCIAL STATEMENTSSTATEMENT THESE AMOUNTSAMOUNT RELATEPRIMARILYTO

PURCHASESPURCHASEAND SALESSALE OF ENERGYBETWEEN THECOMPANIESCOMPANIEAS WELL AS BILLINGSBILLINGFORSERVICESSERVICE PROVIDEDBYONE COMPANY TO THE

OTHERIN CONNECTIONWITH THEOPERATIONOFJOINTLYOWNEDNUCLEARGENERATINGFACILITIESFACILITIE

SHAREHOLDERSSHAREHOLDER EQUITYACCUMULATED OTHER COMPREHENSIVELOSSREPRESENTSLOSSREPRESENTPROFORMA ADJUSTMENTSADJUSTMENTTO ELIMINATE THE

HISTORICALSHAREHOLDERSSHAREHOLDEREQUITYOF PSEG AND THE ISSUANCEOF ADDITIONALEXELON EQUITYIN CONNECTIONWITH THE MERGER
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