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ACCRETIONDILUTION ANALYSISANALYSI

LEHMAN BROTHERSBROTHER ANALYZEDAND CONSIDEREDTHE IMPACTOF THE MERGERON THE ESTIMATEDEPS AND DIVIDENDSDIVIDEND PER SHAREOF
EXELON FORTHE YEARSYEAR 2006 2007 2008 AND 2009 ASSUMINGTHE MERGERIS COMPLETEDAT THEEXCHANGERATIOOF 225X USINGTHE
EXELON FORWARDLOOKINGFINANCIAL INFORMATIONFOR2005 THROUGH2007 AND EXTENSIONSEXTENSION OF THATFORWARDLOOKINGFINANCIAL
INFORMATIONFOR2008 THROUGH2009 PROVIDEDBYEXELONSEXELON MANAGEMENTAND PSEG FORWARDLOOKINGFINANCIALINFORMATION

PREPAREDBYTHEMANAGEMENTOF PSEG AS ADJUSTEDBYTHEMANAGEMENTOF EXELON AND PROVIDEDTO LEHMAN BROTHERSBROTHER BY
EXELONSEXELON MANAGEMENTAND INCLUDINGESTIMATESESTIMATE OFTRANSACTIONSYNERGIESSYNERGIEFORTHEPERIODFROM JANUARY 2006 THROUGH
DECEMBER 31 2009

LEHMAN BROTHERSBROTHER ASSUMED THATAMONG OTHERTHINGSTHING

EXELON WOULDBE THEACQUIRERFORPURCHASEACCOUNTINGPURPOSESPURPOSE

THEESTIMATEDTRANSACTIONSYNERGIESSYNERGIEAPPLICABLETO THE COMBINED COMPANYSCOMPANYBUSINESSESBUSINESSE WOULDBE AS PROVIDEDBY
MANAGEMENTOF EXELON

THE COMBINED COMPANYSCOMPANYPROFORMA DIVIDEND WOULDBE SUCH THATPSEG SHAREHOLDERSSHAREHOLDERWOULDHAVE THE SAME

PROJECTEDDIVIDEND TAKINGINTO ACCOUNT OF THEPROPOSEDEXCHANGERATIO

THE MERGERWOULDBE TAXFREETO BOTHEXELON AND PSEG SHAREHOLDERSSHAREHOLDEREXCEPTTO THE EXTENT OFANY ADDITIONAL
CASHRECEIVED BYPSEG SHAREHOLDERSSHAREHOLDERFORFRACTIONALSHARESSHARE OR FORANY INCREASEIN PROJECTEDDIVIDENDSDIVIDEND AND

THE MERGERWOULDCLOSEON JANUARY 2006

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

LEHMAN BROTHERSBROTHER ALSOANALYZEDAND CONSIDEREDTHE IMPACTOF THEMERGERON THE ESTIMATEDEPS OFEXELON FORTHE YEARSYEAR
2006 AND 2007 ASSUMINGTHE MERGERIS COMPLETEDAT THEEXCHANGERATIOOF 225X ESTIMATED EPS FOREXELON AND PSEG FOR
2006 WERE BASED ON CONSENSUSCONSENSU EPS OF THE INSTITUTIONALBROKERSBROKER ESTIMATE SYSTEMREFERREDTO IN THISTHI JOINTPROXY STATEMENT

PROSPECTUSPROSPECTUAS AND FOR2007 WERE BASED ON IES CONSENSUSCONSENSU EPS FOR2006 GROWNAT THEIB LONGTERM
EARNINGSEARNINGPER SHAREGROWTHESTIMATESESTIMATE THE ANALYSISANALYSITOOKINTO ACCOUNT ESTIMATESESTIMATE OF TRANSACTIONSYNERGIESSYNERGIEPROVIDEDTO LEHMAN
BROTHERSBROTHER BYTHEMANAGEMENTOFEXELON BASED ON THISTHI ANALYSISANALYSITHEPROPOSEDMERGER IS EXPECTEDTO RESULTIN AN INCREASEIN
EPS WHEN COMPAREDTO EXELONSEXELON EPS ON STANDALONEBASISBASI IN THE YEARSYEAR 2006 AND 2007

LEHMAN BROTHERSBROTHER IS AN INTERNATIONALLYRECOGNIZEDINVESTMENTBANKINGFIRM AND AS PARTOF ITS INVESTMENTBANKING
ACTIVITIESACTIVITIE IS REGULARLYENGAGEDIN THEVALUATIONOFBUSINESSESBUSINESSE AND THEIRSECURITIESSECURITIE IN CONNECTIONWITH MERGERSMERGER AND ACQUISITIONSACQUISITION
NEGOTIATEDUNDERWRITINGSUNDERWRITINGCOMPETITIVEBIDSBID SECONDARYDISTRIBUTIONSDISTRIBUTION OFLISTEDAND UNLISTEDSECURITIESSECURITIEPRIVATEPLACEMENTSPLACEMENTAND
VALUATIONSVALUATION FORCORPORATEAND OTHERPURPOSESPURPOSE THE EXELON BOARD OFDIRECTORSDIRECTOR SELECTEDLEHMAN BROTHERSBROTHER BECAUSE OF ITSEXPERTISE
REPUTATIONAND FAMILIARITYWITH EXELON PSEG AND THEUTILITYINDUSTRYGENERALLYAND BECAUSEITS INVESTMENTBANKING
PROFESSIONALSPROFESSIONALHAVE SUBSTANTIALEXPERTISEIN TRANSACTIONSTRANSACTIONCOMPARABLETO THE MERGER

AS COMPENSATIONFORITS SERVICESSERVICE IN NQ WITH THE MERGER EXELON HAS AGREEDTO PAY LEHMAN BROTHERSBROTHER TRANSACTION
FEEOF 15 MILLION WHICH IS PAYABLEIN THREEEQUALINSTALLMENTSINSTALLMENT THE FIRSTINSTALLMENTWAS PAIDFOLLOWINGTHE ANNOUNCEMENT OF
THE EXECUTIONOF THE MERGERAGREEMENT THE SECONDONE WILL BE DUE UPON EXELONSEXELON SHAREHOLDERAPPROVALOF THEISSUANCE OF
SHARESSHARE OFEXELON COMMON STOCK
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AS CONTEMPLATEDBYTHE MERGERAGREEMENTAND THE THIRDINSTALLMENTWILL BE DUE UPON COMPLETIONOF THEMERGER EXELON HAS
ALSOAGREEDTO REIMBURSE LEHMAN BROTHERSBROTHER FORCERTAINEXPENSESEXPENSE INCURREDBYLEHMAN BROTHERSBROTHER INCLUDINGFEESFEE OF OUTSIDELEGAL
COUNSELAND TO INDEMNIFYLEHMAN BROTHERSBROTHER AND RELATEDPARTIESPARTIEAGAINSTLIABILITIESLIABILITIE ARISINGOUT OFLEHMAN BROTHERSBROTHER ENGAGEMENT
AND THERENDERINGOF ITSOPINIONLEHMAN BROTHERSBROTHER IN THEPASTHASRENDEREDINVESTMENTBANKINGSERVICESSERVICE TO EXELONPSEG AND
THEIRAFFILIATESAFFILIATE AND RECEIVED CUSTOMARYFEESFEE FORSUCH SERVICESSERVICE DURINGTHEPASTTWO YEARSYEAR LEHMAN BROTHERSBROTHER AND ITS AFFILIATESAFFILIATE
HAVE RECEIVEDFEESFEE OFAPPROXIMATELY34 MILLION FROMEXELON AND ITS AFFILIATESAFFILIATE FORADVISORYUNDERWRITINGAND OTHER
INVESTMENTBANKINGASSIGNMENTSASSIGNMENTEXCLUSIVEOF ANY FEESFEE RECEIVEDIN CONNECTIONWITH THE MERGER AND APPROXIMATELY
78 MILLION FROM PSEG AND ITS AFFILIATESAFFILIATE

IN THEORDINARYCOURSE OF ITS BUSINESSBUSINES LEHMAN BROTHERSBROTHER MAY PARTICIPATEIN LOANSLOAN AND ACTIVELYTRADEIN THEDEBT OR EQUITY
SECURITIESSECURITIE OF EXELON AND PSEG FORITS OWN ACCOUNT AND FORTHE ACCOUNTSACCOUNT OF ITSCUSTOMERSCUSTOMER AND ACCORDINGLYMAY AT ANY TIME
HOLD LONGOR SHORTPOSITIONIN THOSESECURITIESSECURITIE

OPINIONOFPSEGSPSEG FINANCIAL ADVISOR

PURSUANTTO LETTERAGREEMENTDATEDNOVEMBER 2004 PSEG FORMALLYRETAINEDMORGANSTANLEYTO PROVIDEIT WITH
CERTAINFINANCIAL ADVISORYSERVICESSERVICE IN CONNECTIONWITH THEMERGER AT THEMEETINGOF THE PSEG BOARDOF DIRECTORSDIRECTORON

DECEMBER 20 2004 MORGANSTANLEYRENDEREDITS ORALOPINIONSUBSEQUENTLYCONFIRMEDIN WRITINGTHATAS OF DECEMBER 20
2004 AND BASED UPON AND SUBJECTTO THEASSUMPTIONSASSUMPTIONQUALIFICATIONSQUALIFICATIONAND LIMITATIONSLIMITATION DISCUSSED IN ITSOPINIONTHEEXCHANGE
RATIOUNDERTHE MERGERAGREEMENTWAS FAIRFROM FINANCIAL POINTOFVIEW TO HOLDERSHOLDER OF PSEG COMMON STOCK

THE FULLTEXT OF MORGANSTANLEYSSTANLEYOPINIONDATED DECEMBER 20 2004 WHICH SETSSET FORTHAMONG OTHERTHINGSTHING THE

ASSUMPTIONSASSUMPTIONMADE PROCEDURESPROCEDUREFOLLOWEDMATTERSMATTER CONSIDERED AND QUALIFICATIONSQUALIFICATIONAND LIMITATIONSLIMITATION OF THE REVIEWSREVIEW
UNDERTAKEN IN RENDERINGITSOPINIONIS ATTACHED AS ANNEX TO THISTHI JOINTPROXY STATEMENTPROSPECTUSSTATEMENTPROSPECTUAND IS

INCORPORATEDBYREFERENCEINTO THISTHI JOINTPROXY STATEMENTPROSPECTUSSTATEMENTPROSPECTUTHE SUMMARY OFMORGANSTANLEYSSTANLEYFAIRNESSFAIRNES

OPINIONSET FORTHIN THISTHI JOINTPROXY STATEMENTPROSPECTUSSTATEMENTPROSPECTUIS QUALIFIEDIN ITS ENTIRETYBYREFERENCETO THE FULLTEXT OF THE
OPINIONSHAREHOLDERSSHAREHOLDER SHOULD READ THISTHI OPINIONCAREFULLYAND IN ITSENTIRETYMORGANSTANLEYSSTANLEYOPINIONIS DIRECTED TO

THE BOARD OF DIRECTORSDIRECTOR OF PSEG ADDRESSESADDRESSE ONLYTHE FAIRNESSFAIRNES FROM FINANCIAL POINTOF THE MERGER CONSIDERATION TO BE
RECEIVED BYHOLDERSHOLDER OF PSEG MON STOCKPURSUANTTO THE MERGER AGREEMENTAND DOESDOE NOT ADDRESSADDRES ANY OTHER ASPECT
OF THE MERGER MORGANSTANLEYSSTANLEYOPINIONDOESDOE NOT CONSTITUTE RECOMMENDATION TO ANY SHAREHOLDEROF PSEG AS TO HOW
SUCH SHAREHOLDERSHOULD VOTE WITH RESPECTTO THE MERGER AGREEMENT

IN CONNECTIONWITH RENDERINGITSOPINIONMORGANSTANLEYAMONG OTHERTHINGSTHING

REVIEWED CERTAINPUBLICLYAVAILABLEFINANCIAL STATEMENTSSTATEMENT AND OTHERINFORMATION OFPSEG AND EXELON

REVIEWED CERTAININTERNALFINANCIALSTATEMENTSSTATEMENT AND OTHERFINANCIALAND OPERATINGDATACONCERNINGPSEG AND
EXELONPREPAREDBYTHEMANAGEMENTSMANAGEMENTOF PSEG AND EXELON RESPECTIVELY

REVIEWED CERTAINFINANCIALPROJECTIONSPROJECTIONOFPSEG AND EXELON AND IN THE CASE OF EXELONEXTENSIONSEXTENSION THEREOF
PREPAREDBYTHEMANAGEMENTSMANAGEMENTOFPSEG AND EXELONRESPECTIVELY

DISCUSSEDTHEPASTAND THEN CURRENTOPERATIONSOPERATIONAND FINANCIALCONDITIONAND THEPROSPECTSPROSPECTOF PSEG AND EXELON
WITH SENIOREXECUTIVESEXECUTIVE OFPSEG AND EXELONRESPECTIVELY

REVIEWED THEPROFORMA IMPACTOF THE MERGERON VARIOUSVARIOU EXELON FINANCIALMETRICSMETRIC

REVIEWED INFORMATIONRELATINGTO CERTAINSTRATEGICFINANCIALAND OPERATIONALBENEFITSBENEFIT ANTICIPATEDFROMTHE

MERGERPREPAREDBYTHEMANAGEMENTSMANAGEMENTOF PSEG AND EXELON WITH SENIOREXECUTIVESEXECUTIVE OFPSEG AND EXELON
RESPECTIVELY

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

COMPAREDTHE FINANCIALPERFORMANCEOFPSEG AND EXELON AND THEPRICESPRICEAND TRADINGACTIVITYOF THE PSEG
COMMON STOCKAND THEEXELON COMMON STOCKWITH THATOF CERTAINOTHERCOMPARABLEPUBLICLYTRADEDCOMPANIESCOMPANIE
AND THEIRSECURITIESSECURITIE

REVIEWED THEFINANCIAL TERMSTERM TO THE EXTENT PUBLICLYAVAILABLEOF CERTAINCOMPARABLEACQUISITIONTRANSACTIONSTRANSACTION

PARTICIPATEDIN DISCUSSIONSDISCUSSION AND NEGOTIATIONSNEGOTIATIONAMONG REPRESENTATIVESREPRESENTATIVEOFPSEG AND EXELON AND THEIRFINANCIALAND

LEGALADVISORSADVISOR

REVIEWED THEMERGERAGREEMENTTHEOPERATINGSERVICESSERVICE CONTRACTBETWEEN EXELON GENERATIONCOMPANYLLC
AND PSEG NUCLEARLLC AND CERTAINRELATEDDOCUMENTSDOCUMENT AND

CONSIDEREDSUCH OTHERFACTORSFACTOR AND PERFORMEDSUCH OTHERANALYSESANALYSEAS IT DEEMED APPROPRIATE

IN ARRIVINGAT ITSOPINIONMORGANSTANLEYASSUMED AND RELIEDUPON WITHOUTINDEPENDENTVERIFICATIONTHE ACCURACYAND

COMPLETENESSCOMPLETENESOF THE INFORMATION REVIEWED BYIT FORTHE PURPOSESPURPOSE OF ITSOPINIONWITH RESPECTTO THE FINANCIALPROJECTIONSPROJECTIONAND
EXTENSIONSEXTENSION THEREOFINCLUDINGINFORMATIONRELATINGTO CERTAINSTRATEGICFINANCIAL AND OPERATIONALBENEFITSBENEFIT ANTICIPATEDFROMTHE

MERGER MORGANSTANLEYASSUMED THATTHEYHAD BEEN REASONABLYPREPAREDON BASESBASE REFLECTINGTHE BESTTHENCURRENTLYAVAILABLE
ESTIMATESESTIMATE AND JUDGMENTSJUDGMENTOF THEFUTUREFINANCIALPERFORMANCEOFPSEG AND EXELON MORGANSTANLEYALSORELIEDON THE
ASSESSMENTSASSESSMENT OF SENIORMANAGEMENTOF PSEG AND EXELON OF THESTRATEGICRATIONALEFORTHE MERGER IN ADDITIONMORGANSTANLEY
ASSUMED THATTHE MERGERAND THEOTHERTRANSACTIONSTRANSACTIONCONTEMPLATEDIN THEMERGERAGREEMENTWOULDBE CONSUMMATED IN
ACCORDANCEWITH THETERMSTERM SET FORTHIN THEMERGERAGREEMENTINCLUDINGAMONG OTHERTHINGSTHINGTHATTHE MERGERWOULDBE TREATED
AS TAXFREEREORGANIZATIONPURSUANTTO THE INTERNALREVENUE CODE OF 1986 AS AMENDED MORGANSTANLEYASSUMED THATIN
CONNECTIONWITH THERECEIPTOF ALLNECESSARYREGULATORYAPPROVALSAPPROVALFORTHEPROPOSEDMERGER NO RESTRICTIONSRESTRICTIONWOULD BE IMPOSED
THATWOULDHAVE MATERIALADVERSEEFFECTON THECONTEMPLATEDBENEFITSBENEFIT EXPECTEDTO BE DERIVED IN THEPROPOSEDMERGER
MORGANSTANLEYDID NOT MAKE ANY INDEPENDENTVALUATIONOR APPRAISALOFTHE ASSETSASSET OR LIABILITIESLIABILITIE OF PSEG OR OFEXELON NOR

WAS MORGANSTANLEYFURNISHEDWITH ANY SUCH APPRAISALSAPPRAISALMORGANSTANLEYIS NOT LEGALREGULATORYOR TAX EXPERTAND RELIEDON

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

FINANCIALECONOMICMARKET AND OTHERCONDITIONSCONDITION AS IN EFFECTON AND THE INFORMATIONMADE AVAILABLETO MORGANSTANLEYAS OF
DECEMBER 20 2004

IN ARRIVINGAT ITSOPINIONMORGANSTANLEYWAS NOT AUTHORIZEDTO SOLICITAND DID NOT SOLICITINTERESTFROM ANY PARTYWITH

RESPECTTO THEACQUISITIONOFPSEG OR ANY OF ITS ASSETSASSET

THE FOLLOWINGIS SUMMARY OF THE FINANCIALANALYSESANALYSEPERFORMEDBYMORGANSTANLEYIN CONNECTIONWITH ITS ORALOPINION
AND THEPREPARATIONOF ITS WRITTENOPINIONDATEDDECEMBER 20 2004 SOME OF THESESUMMARIESSUMMARIE INCLUDE INFORMATIONIN TABULAR
FORMAT IN ORDERTO UNDERSTANDFULLYTHE FINANCIALANALYSESANALYSEUSED BYMORGANSTANLEYTHE TABLESTABLE MUST BE READTOGETHERWITH THE
TEXT OF EACHSUMMARY THE TABLESTABLE ALONEDO NOT CONSTITUTE COMPLETEDESCRIPTIONOFTHEANALYSESANALYSE

IN CONNECTIONWITH ITSANALYSISANALYSIMORGANSTANLEYCALCULATEDTHEIMPLIEDCONSIDERATIONTO BE PAIDFOREACH SHAREOFPSEG
COMMON STOCKBYMULTIPLYINGTHEMERGEREXCHANGERATIOOF 1225 TIMESTIME THECLOSINGPRICEOF SHAREOF EXELON COMMON STOCK
OF 4338 AS OFDECEMBER 15 2004 FOR PER SHAREIMPLIEDCONSIDERATIONOF 5314

HISTORICAL TRADINGAND EXCHANGERATIO ANALYSISANALYSI MORGANSTANLEYREVIEWED THE HISTORICALTRADINGRANGESRANGE OF PSEG
AND EXELON FORVARIOUSVARIOU PERIODSPERIODENDINGON DECEMBER 15 2004 AND THERESULTINGIMPLIEDEXCHANGERATIOSRATIO TO PROVIDEIT WITH

BACKGROUNDAND PERSPECTIVEFORHOW EACH COMPANYSCOMPANYSTOCKHAS HISTORICALLYTRADEDON STANDALONEBASISBASI AND RELATIVETO EACH
OTHER
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MORGANSTANLEYNOTEDTHATFORTHE52WEEK PERIODENDINGDECEMBER 15 2004 THE RANGEOFCLOSINGPRICESPRICEFORPSEG
COMMON SHARESSHARE WAS 3810 TO 4772 MORGANSTANLEYALSONOTEDTHATFORTHE52WEEK PERIODENDINGDECEMBER 15 2004 THE

RANGEOF CLOSINGPRICESPRICEFOREXELON COMMON SHARESSHARE WAS 3092 TO 4340 MORGANSTANLEYALSOOBSERVEDTHEFOLLOWING

PERIOD ENDINGDECEMBER 15 2004

TRADINGDAYSDAY PRIOR

10 TRADINGDAYSDAY PRIOR

ONE MONTH PRIOR

TWO MONTHSMONTH PRIOR

AVERAGEPSEG AVERAGEEXELON

PRICE PRICE

PER SHARE PER SHARE

4382 4256

4357 4214
4396 4206
4344 4099

PREMIUM AT

HISTORICAL MERGER

TRADINGRATIO EXCHANGERATIO

103X 190

103X 185

105X 172

106X 156

MORGANSTANLEYNOTEDTHATTHE IMPLIEDCONSIDERATIONTO BE PAIDFOREACH SHAREOF PSEG COMMON STOCKWAS 5314 AS OF
DECEMBER 15 2004 WHICH WAS GREATERTHANTHE AVERAGEPRICESPRICEPER SHAREFORPSEG COMMON STOCKLISTEDABOVE

COMPARABLEPUBLIC COMPANIESCOMPANIEANALYSISANALYSI MORGANSTANLEYPERFORMEDCOMPARABLECOMPANY ANALYSISANALYSION PSEG AND

EXELONWHICH ATTEMPTEDTO PROVIDEAN IMPLIEDVALUE FORPSEG AND EXELON BYCOMPARINGTHEM TO SIMILAR COMPANIESCOMPANIEFOR

PURPOSESPURPOSE OF ITSANALYSISANALYSIMORGANSTANLEYREVIEWED AND COMPAREDCERTAINPUBLICAND INTERNALPSEG AND EXELON FINANCIAL

INFORMATIONRATIOSRATIO AND AVAILABLE PUBLICMARKETMULTIPLESMULTIPLERELATINGTO PSEG AND EXELON TO CORRESPONDINGFINANCIAL DATAFOR
SELECTEDPUBLICLYTRADEDUTILITYCOMPANIESCOMPANIEMORGANSTANLEYSELECTEDTHESECOMPANIESCOMPANIEFORITSCOMPARABLECOMPANY ANALYSISANALYSIOF
PSEG AND EXELON BASED ON ITSEXPERIENCEWITH COMPANIESCOMPANIEIN THEUTILITYINDUSTRYAND THEIRRELATIVESIMILARITYIN SIZE AND
BUSINESSBUSINES MIX TO THATOF PSEG AND EXELONRESPECTIVELY

PSEG THE COMPANIESCOMPANIEINCLUDEDIN THEPSEG COMPARABLECOMPANIESCOMPANIEANALYSISANALYSIWERE

CONSTELLATIONENERGYGROUPINC

ENTERGYCORPORATION

EXELON CORPORATION

FIRSTENERGY

PPL CORPORATION

MORGANSTANLEYTHENREVIEWED BOTHPUBLICAND INTERNALPSEG FINANCIALINFORMATION TO COMPARE FINANCIALMETRICSMETRIC OF
THESECOMPANIESCOMPANIETO THEFOLLOWINGPSEG METRICSMETRIC

STOCKPRICETO 2005 ESTIMATEDEPS

STOCKPRICETO 2006 ESTIMATEDEPS AND

AGGREGATEVALUE DEFINEDAS EQUITYVALUEPLUSPLU ESTIMATEDNONCONVERTIBLE DEBTMINORITYINTERESTCAPITALLEASE

OBLIGATIONSOBLIGATIONAND PREFERREDSTOCKLESSLES CASHAND CASHEQUIVALENTSEQUIVALENTAS OFDECEMBER 31 2004 TO THE ESTIMATED2006
EBITDA

THE FOLLOWINGTABLEREFLECTSREFLECTTHERESULTSRESULT OF THEANALYSISANALYSIAND THECORRESPONDINGMULTIPLESMULTIPLEFORPSEG BASED ON REPRESENTATIVE
RANGESRANGE OF MEDIAN EARNINGSEARNINGAND EBITDA ESTIMATESESTIMATE FORTHESECOMPANIESCOMPANIE
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OBTAINED FROM IIBIESIIBIE DATASERVICETHATMONITORSMONITOR AND PUBLISHESPUBLISHE COMPILATIONOF EARNINGSEARNINGESTIMATESESTIMATE PRODUCEDBYSELECTED
RESEARCHANALYSTSANALYSTON COMPANIESCOMPANIEOF INTERESTTO INVESTORSINVESTOR

AGGREGATE
VALUE TO

PRICE TO EPS EBITDA

RANGEDERIVEDFROM PSEG COMPARABLESCOMPARABLE 115X 125X 675X 725X
PSEG MULTIPLESMULTIPLE 135X 122X 76X

APPLYING REPRESENTATIVERANGEOF MULTIPLESMULTIPLEDERIVEDFROM THECOMPARABLEPUBLICCOMPANIESCOMPANIEANALYSISANALYSIMORGANSTANLEY
CALCULATED RANGEOF IMPLIEDEQUITYVALUESVALUE PER SHAREOFPSEG WITH RESPECTTO PSEGSPSEG

STOCKPRICETO 2005 ESTIMATEDEPS

STOCKPRICETO 2006 ESTIMATEDEPS AND

AGGREGATEVALUE TO 2006 ESTIMATEDEBITDA

BASED ON THISTHI ANALYSISANALYSIMORGANSTANLEYDERIVED RANGEOF IMPLIEDEQUITYVALUESVALUE PERSHAREOFPSEG COMMON STOCKOF
4000 TO 4868 MORGANSTANLEYNOTEDTHATTHE IMPLIEDCONSIDERATIONTO BE PAIDFOREACH SHAREOF PSEG COMMON STOCKWAS

5314 AS OFDECEMBER 15 2004 WHICH WAS GREATERTHANTHE RANGEIMPLIEDBYTHEANALYSISANALYSI

EXELON THE COMPANIESCOMPANIEINCLUDED IN THEEXELON COMPARABLECOMPANIESCOMPANIEANALYSISANALYSIWERE

CONSTELLATIONENERGYGROUPINC

ENTERGYCORPORATION

FIRSTENERGY

PPL CORPORATION

PUBLIC SERVICE ENTERPRISEGROUPINCORPORATED

MORGANSTANLEYTHENREVIEWED PUBLICFINANCIALINFORMATION TO COMPARE FINANCIALMETRICSMETRIC OFMARKET VALUE OF THESE

COMPANIESCOMPANIETO EXELONSEXELON PUBLICAND INTERNALFINANCIALMETRICSMETRIC

STOCKPRICETO 2005 ESTIMATEDEPS

STOCKPRICETO 2006 ESTIMATEDEPS

AGGREGATEVALUE TO 2005 ESTIMATEDEBITDA AND

AGGREGATEVALUE TO 2006 ESTIMATEDEBITDA

THE FOLLOWINGTABLEREFLECTSREFLECTTHERESULTSRESULT OF THEANALYSISANALYSIAND THECORRESPONDINGMULTIPLESMULTIPLEFOREXELON BASED ON

REPRESENTATIVERANGESRANGE OF MEDIAN JB EARNINGSEARNINGAND EBITDA FORECASTSFORECAST

PRICE TO EPS AGGREGATEVALUE TO EBITDA

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

APPLYING RANGEOF MULTIPLESMULTIPLEDERIVEDFROM THECOMPARABLEPUBLICCOMPANIESCOMPANIEANALYSISANALYSIMORGANSTANLEYCALCULATED

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

STOCKPRICETO 2005 ESTIMATEDEPS
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STOCKPRICETO 2006 ESTIMATEDEPS

AGGREGATEVALUE TO 2005 ESTIMATEDEBITDA AND

AGGREGATEVALUE TO 2006 ESTIMATEDEBITDA

BASED ON THISTHI ANALYSISANALYSIMORGANSTANLEYDERIVED RANGEOF IMPLIEDEQUITYVALUESVALUE PERSHAREOFEXELON COMMON STOCKOF
3848 TO 4551 MORGANSTANLEYNOTEDTHATTHECLOSINGPRICEOF EXELON COMMON STOCKON DECEMBER 15 2004 WAS 4338
WHICH WAS WITHIN THE RANGEIMPLIEDBYTHISTHI ANALYSISANALYSI

NO COMPANY UTILIZED IN THECOMPARABLEPUBLICCOMPANIESCOMPANIEANALYSISANALYSIIS IDENTICALTO PSEG OR EXELON ACCORDINGLYAN

ANALYSISANALYSIOF THE RESULTSRESULTOF THEFOREGOINGNECESSARILYINVOLVESINVOLVE COMPLEXCONSIDERATIONSCONSIDERATION AND JUDGMENTSJUDGMENTCONCERNINGDIFFERENCESDIFFERENCE IN
FINANCIALAND OPERATINGCHARACTERISTICSCHARACTERISTICOFPSEG AND EXELON AND OTHERFACTORSFACTORTHATCOULDAFFECTTHEPUBLICTRADINGVALUE OFTHE
COMPANIESCOMPANIETO WHICH THEYARE BEINGCOMPAREDIN EVALUATINGTHECOMPARABLECOMPANIESCOMPANIEMORGANSTANLEYMADE JUDGMENTSJUDGMENTAND

ASSUMPTIONSASSUMPTIONWITH REGARDTO INDUSTRYPERFORMANCEGENERALBUSINESSBUSINES ECONOMICMARKET AND FINANCIALCONDITIONSCONDITION AND OTHER

MATTERSMATTER MANY OF WHICH ARE BEYONDTHECONTROLOFPSEG OR EXELON SUCHAS THE IMPACTOF COMPETITIONON PSEG OR EXELON AND
THE INDUSTRYGENERALLYINDUSTRYGROWTHAND THE ABSENCEOF ANY ADVERSEMATERIALCHANGEIN THE FINANCIAL CONDITIONSCONDITION AND

PROSPECTSPROSPECTOF PSEG OR EXELON OR THE INDUSTRYOR IN THE FINANCIALMARKETSMARKET IN GENERALMATHEMATICAL ANALYSISANALYSISUCHAS

DETERMININGTHEMEAN MEDIAN OR AVERAGE IS NOT IN ITSELF MEANINGFULMETHOD OFUSINGCOMPARABLECOMPANY DATA

SUMOFTHEPARTSSUMOFTHEPARTDISCOUNTED CASH FLOW ANALYSESANALYSE GIVEN THEDIFFERENTNATURE OFBUSINESSESBUSINESSE IN WHICH PSEG AND
EXELON PARTICIPATEMORGANSTANLEYALSOANALYZEDEACH COMPANY AS THE SUM OF ITS CONSTITUENTBUSINESSESBUSINESSE OR AS THE SUM OF ITS
PARTSPART AND PERFORMEDDISCOUNTEDCASHFLOW ANALYSISANALYSION EACH OF ITS CONSTITUENTBUSINESSESBUSINESSE DISCOUNTEDCASH FLOWANALYSISANALYSIIS
DESIGNEDTO PROVIDEINSIGHTINTO THEVALUE OF COMPANY AS FUNCTIONOF ITS FUTURECASH FLOWSFLOW AND TERMINALVALUE MORGAN
STANLEYSSTANLEYDISCOUNTEDCASHFLOWANALYSISANALYSIWAS BASED ON

SUBSIDIARYAND CONSOLIDATEDFINANCIALPROJECTIONSPROJECTIONPROVIDEDBYMANAGEMENTOFPSEG FORTHEPERIODFROM

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

SUBSIDIARYCONSOLIDATEDFINANCIALPROJECTIONSPROJECTIONPROVIDEDBYMANAGEMENTOF EXELON FORTHEPERIODFROM
JANUARY 2005 THROUGHDECEMBER 31 2007 ALSOREFERREDTO IN THISTHI JOINTPROXY STATEMENTPROSPECTUSSTATEMENTPROSPECTUAS THE
EXELON FORWARDLOOKINGFINANCIAL INFORMATIONFOR2005 THROUGH2007 AND

EXTENSIONSEXTENSION OF THEPROJECTIONSPROJECTIONOF EXELON PROVIDEDBYEXELONSEXELON MANAGEMENTFORTHEPERIODFROM JANUARY2008

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

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

PREFERREDSTOCK DIVIDENDSDIVIDEND DEPRECIATIONAND AMORTIZATIONDEFERREDTAXESTAXE AND OTHERNONCASHEXPENSESEXPENSE AND AFTERTAXNET INTEREST

EXPENSELESSLES THE SUM OF CAPITALEXPENDITURESEXPENDITUREAND INVESTMENTIN NONCASHWORKINGCAPITALFOREACH OPERATINGSUBSIDIARYTHE
FREECASH FLOWSFLOW AND RANGEOF TERMINALVALUESVALUE WERE THENDISCOUNTEDTO PRESENTVALUESVALUE USING RANGEOFDISCOUNTRATESRATE WHICH
WERE CHOSENBYMORGANSTANLEYBASED UPON AN ANALYSISANALYSIOF MARKETDISCOUNTRATESRATE APPLICABLETO COMPARABLECOMPANIESCOMPANIEIN THE
ELECTRICUTILITYSECTOR

PSEG FOR THE PSEG DISCOUNTEDCASHFLOWANALYSISANALYSIMORGANSTANLEYPERFORMEDDISCOUNTEDCASHFLOWANALYSISANALYSION THE
FOLLOWINGBUSINESSBUSINES UNITSUNIT WITH THE NOTEDASSUMPTIONSASSUMPTIONAND CONSIDERATIONSCONSIDERATION

PSEG FOR PSEGSPSEG REGULATEDUTILITYSUBSIDIARYMORGANSTANLEYCALCULATED RANGEOF TERMINALVALUESVALUE AT THE
END OFTHEPROJECTIONPERIODBYAPPLYINGMULTIPLETO PSEGSPSEG PROJECTED2009 EARNINGSEARNINGAND THENADDINGBACK
THEPROJECTEDDEBT AND PREFERREDSTOCKAMOUNTSAMOUNT IN 2009 THE
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PRICETO EARNINGSEARNINGMULTIPLERANGEUSED WAS OXH TO OXH AND THEWEIGHTEDAVERAGECOST OF CAPITALWAS 55 TO

60

PSEG POWER MORGANSTANLEYCALCULATED RANGEOF TERMINALVALUESVALUE AT THE END OF THEPROJECTIONPERIODBY
APPLYINGAN AGGREGATE1UE MULTIPLETO PSEG POWERSPOWER PROJECTED2009 EBITDA THE AGGREGATE
VALUE TO EBITDA MULTIPLERANGEUSED WAS 75X TO 85X AND THEWEIGHTEDAVERAGECOST OF CAPITALRANGEWAS

80 TO 85

PSEG GLOBAL MORGANSTANLEYDISCOUNTEDTHE CASHFLOWSFLOW TO EQUITYHOLDERSHOLDER BYTHEEQUITYCOST OFCAPITALFOR
EACHBUSINESSBUSINES OWNED BYPSEG GLOBAL BASED ON THE RISKPROFILESPROFILEMORGANSTANLEYDETERMINEDTHE TERMINAL
VALUEAPPLICABLEFOREACH BUSINESSBUSINES BASED ON THE VALUATIONMETRICSMETRIC ASSOCIATEDWITH THATBUSINESSBUSINES AND THE
BUSINESSSBUSINESS STANDALONEPROSPECTSPROSPECT

PSEG RESOURCESRESOURCE MORGANSTANLEYPERFORMEDDISCOUNTEDCASHFLOWANALYSISANALYSICOVERINGTHEENTIREPERIOD
DURINGWHICH PSEG RESOURCESRESOURCE ASSETSASSET WERE PROJECTEDTO PROVIDECASHFLOWWITH TERMINALVALUE BASED ON THE
RESIDUALASSET VALUE AT THE END OF THEPERIODMORGANSTANLEYUSED COST OF CAPITALFOREACH LEASEOWNED BY
PSEG RESOURCESRESOURCE BASED ON THE RISKPROFILEOF EACH LEASE

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

4549 MORGANSTANLEYNOTEDTHATTHE IMPLIEDCONSIDERATIONTO BE PAIDFOREACH SHAREOFPSEG COMMON STOCKWAS 5314 AS
OF DECEMBER 15 2004 WHICH WAS GREATERTHANTHERANGEIMPLIEDBYTHISTHI ANALYSISANALYSI

EXELON FOR THE EXELON DISCOUNTEDCASHFLOWANALYSISANALYSIMORGANSTANLEYPERFORMEDDISCOUNTEDCASHFLOWANALYSISANALYSION THE
FOLLOWINGBUSINESSBUSINES UNITSUNIT WITH THENOTEDASSUMPTIONSASSUMPTIONAND CONSIDERATIONSCONSIDERATION

CORNED AND PECO FOR EXELONSEXELON UTILITYSUBSIDIARIESSUBSIDIARIE MORGANSTANLEYCALCULATED RANGEOF TERMINALVALUESVALUE AT

THE END OF THEPROJECTIONAND EXTENSIONPERIODBYAPPLYINGPRICETO EARNINGSEARNINGMULTIPLETO CORNEDSCORNED AND
SH ESTIMATEDONGOING2009 EARNINGSEARNINGBASED ON THE EXTENSIONSEXTENSION OF THEEXELON FORWARDLOOKINGFINANCIAL
INFORMATION FOR2008 THROUGH2009 PROVIDEDBYEXELONSEXELON MANAGEMENTTHE PRICETO EARNINGSEARNINGMULTIPLERANGE
USED WAS OXH TO OXH FORCORNED AND PECO AND THEWEIGHTEDAVERAGECOST OF CAPITALWAS 55 TO 60

EXELON GENERATION MORGANSTANLEYCALCULATED RANGEOF AGGREGATETERMINALVALUESVALUE AT THE END OF THE

PROJECTIONAND EXTENSIONPERIODBYAPPLYINGAN AGGREGATEVALUE TO EBITDA MULTIPLETO EXELON GENERATIONSGENERATION
2009 ESTIMATEDEBITDA BASED ON THEEXTENSIONSEXTENSION OFTHE EXELON FORWARDLOOKINGFINANCIALINFORMATION FOR
2008 THROUGH2009 PROVIDEDBYEXELONSEXELON MANAGEMENTTHE 2009 ESTIMATEDEBITDA MORGANSTANLEYUSED TO

CALCULATETHETERMINALAGGREGATEVALUE OF EXELON GENERATIONWAS INCREASEDBASED UPON AN ESTIMATEMADE WITH

RESPECTTO THEPOTENTIALINCREASEIN EBITDA EXELON GENERATIONWOULDRECEIVE FORITSGENERATIONOUTPUT
CURRENTLYUSED TO SATISFYITSPROVIDEROF LAST RESORTREFERREDTO IN THISTHI JOINTPROXY LPROSPECTU AS

POLR SERVICEOBLIGATIONSOBLIGATIONTO PECO THISTHI ESTIMATE WAS BASED ON AN ASSESSMENT OF THEPOTENTIALAMOUNT BY
WHICH MARKETPRICESPRICEFORPOLR SERVICEIN THE PECO SERVICETERRITORYWOULDHAVE EXCEEDEDTHE CURRENTPOLR

PRICINGCHARGEDBYEXELON GENERATIONTO PECO THROUGHTHEPERIODCOVEREDUNDEREXELON GENERATIONSGENERATION POLR
SERVICEAGREEMENTWITH PECO WHICH RUNSRUN THROUGHDECEMBER 31 2010 THE AGGREGATEVALUE TO EBITDA
MULTIPLERANGEUSEDWAS OX TO OX AND THEWEIGHTEDAVERAGECOST OF CAPITALWAS 75 TO 80 FORCASH
FLOWSFLOW THROUGHTHEPERIODENDED DECEMBER 31 2009 AND 775 TO 825 FORTHE TERMINALVALUE

SYNTHETICFUELASSETSASSET MORGANSTANLEYCONDUCTED DISCOUNTEDCASHFLOWANALYSISANALYSICOVERINGTHEENTIREPERIOD
DURINGWHICH EXELONSEXELON SYNTHETICFUELASSETSASSET WERE PROJECTEDTO PROVIDECASHFLOWTHEREFORETERMINALVALUE

APPROACHWAS NOT USED FORTHISTHI BUSINESSBUSINES THE COST OF EQUITYRANGEUSED IN THEDISCOUNTINGOFEXELON
GENERATIONSGENERATION SYNTHETICFUELASSETSASSET CASHFLOWTO EQUITYHOLDERSHOLDER WAS 65 TO 75
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FROM THISTHI ANALYSISANALYSIMORGANSTANLEYCALCULATED RANGEOFEQUITYVALUE PERSHAREOFEXELON COMMON STOCKOF 4032 TO

4445 MORGANSTANLEYNOTEDTHATTHECLOSINGPRICEOFEXELON COMMON STOCKON DECEMBER 15 2004 WAS 4338 WHICH WAS

WITHIN THE RANGEIMPLIEDBYTHISTHI ANALYSISANALYSI

THE SUMOFTHEPARTSSUMOFTHEPARTDISCOUNTEDCASHFLOWANALYSESANALYSEDOESDOE NOT IMPLYTHE VALUE AT WHICH THE INDIVIDUAL PSEG OR EXELON
BUSINESSESBUSINESSE COULDBE SOLD MORGANSTANLEYDID NOT CONSIDERTHE EFFECTOF TRANSACTIONCOSTSCOST INCLUDINGTAXESTAXE THATCOULDBE

PAYABLEASSOCIATEDWITH DISPOSITIONOF ANY OFTHE PSEG OR EXELON BUSINESSESBUSINESSE

SUMOFPARTSSUMOFPART COMPARABLEPUBLIC COMPANIESCOMPANIEANALYSISANALYSI MORGANSTANLEYALSOUSED COMPARABLECOMPANIESCOMPANIEANALYSISANALYSI
AS DESCRIBEDEARLIERTO ANALYZEEACH OF PSEGSPSEG AND SH CONSTITUENTBUSINESSESBUSINESSE USINGMANAGEMENTESTIMATESESTIMATE MORGAN
STANLEYCOMPAREDCERTAINFINANCIAL MEASURESMEASURE OF SELECTEDCOMPARABLECOMPANIESCOMPANIETO THOSEOF THERELEVANTBUSINESSESBUSINESSE WITHIN
PSEG AND EXELON MORGANSTANLEYSELECTEDTHESECOMPARABLECOMPANIESCOMPANIEBASED UPON ITS VIEWSVIEW AS TO THECOMPARABILITYOF THE
FINANCIALAND OPERATINGCHARACTERISTICSCHARACTERISTICOFTHESECOMPANIESCOMPANIETO THERELEVANTPSEG AND EXELON BUSINESSESBUSINESSE MORGANSTANLEY
CALCULATEDREFERENCEVALUE RANGESRANGE FORTHEPSEG AND EXELON BUSINESSESBUSINESSE BYAPPLYINGVARIOUSVARIOU MULTIPLESMULTIPLEDERIVEDFROM THESE

COMPARABLECOMPANIESCOMPANIETO SELECTEDFINANCIALMEASURESMEASURE OF THE RELEVANTPSEG AND EXELON BUSINESSESBUSINESSE BASED ON INFORMATION

PROVIDEDBYEACH COMPANYSCOMPANYMANAGEMENTBASED ON THISTHI ANALYSISANALYSIMORGANSTANLEYCALCULATEDPERSHAREVALUESVALUE FORPSEG
COMMON STOCKRANGINGFROM 3866 TO 4151 MORGANSTANLEYNOTEDTHATTHE IMPLIEDCONSIDERATIONTO BE PAIDFOREACH SHARE
OF PSEG COMMON STOCKWAS 5314 AS OF DECEMBER 15 2004 WHICH WAS GREATERTHANTHE RANGEIMPLIEDBYTHISTHI ANALYSISANALYSIIN
ADDITIONBASED ON THISTHI ANALYSISANALYSIMORGANSTANLEYCALCULATEDPERSHAREVALUE FOREXELON COMMON STOCKRANGINGFROM 4116 TO

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

RANGEIMPLIEDBYTHISTHI ANALYSISANALYSI

DIVIDEND DISCOUNT ANALYSISANALYSI MORGANSTANLEYALSOANALYZEDTHE IMPLIEDVALUESVALUE OF PSEG AND EXELON AS FUNCTIONOF
THEPRESENTVALUE OF THEIRRESPECTIVEDIVIDEND PAYMENTSPAYMENT MORGANSTANLEYPERFORMEDTHESEANALYSESANALYSEOFPSEG AND EXELON
BASED ON THEFOLLOWINGINFORMATION

PSEG FORWARDLOOKINGFINANCIAL INFORMATIONFOR2005 THROUGH2009 PROVIDEDBYMANAGEMENTOFPSEG

EXELON FORWARDLOOKINGFINANCIALINFORMATION FOR2005 THROUGH2007 PROVIDEDBYMANAGEMENTOF EXELONAND

EXTENSIONSEXTENSION OF THEEXELON FORWARDLOOKINGFINANCIALINFORMATION FOR2008 THROUGH2009 PROVIDEDBYEXELONSEXELON

MANAGEMENT

MORGANSTANLEYCALCULATEDTERMINALVALUESVALUE BYAPPLYINGRANGEOF MULTIPLESMULTIPLETO THE ESTIMATEDEPS IN FISCALYEAR2009 AND
THE DIVIDEND STREAMSSTREAM AND TERMINALVALUESVALUE WERE THENDISCOUNTEDTO THEPRESENTUSING RANGEOFDISCOUNTRATESRATE REPRESENTINGAN

ESTIMATEDRANGEOFTHE COST OFEQUITYFOREACH OFPSEG AND EXELON BASED ON THISTHI ANALYSISANALYSIMORGANSTANLEYCALCULATEDPER
SHAREVALUESVALUE FORPSEG RANGINGFROM 4275 TO 4710 MORGANSTANLEYNOTEDTHATTHE IMPLIEDCONSIDERATIONTO BE PAIDFOR
EACH SHAREOF PSEG COMMON STOCKWAS 5314 AS OFDECEMBER 15 2004 WHICH WAS GREATERTHANTHE RANGEIMPLIEDBYTHISTHI

ANALYSISANALYSIIN ADDITIONBASED ON THISTHI ANALYSISANALYSIMORGANSTANLEYCALCULATEDPER SHAREVALUESVALUE FOREXELON RANGINGFROM 3815 TO

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

ANALYSISANALYSIOFSELECTEDPRECEDENTTRANSACTIONSTRANSACTION MORGANSTANLEYALSOPERFORMEDAN ANALYSISANALYSIOF SELECTEDPRECEDENT
TRANSACTIONSTRANSACTIONWHICH ATTEMPTEDTO PROVIDEAN IMPLIEDVALUE FORPSEG BYCOMPARINGIT TO OTHERCOMPANIESCOMPANIEINVOLVED IN BUSINESSBUSINES
COMBINATIONSCOMBINATION USINGPUBLICLYAVAILABLE INFORMATIONMORGANSTANLEYCONSIDEREDTHREESETSSET OF ANNOUNCED OR COMPLETED
TRANSACTIONSTRANSACTION

UNITED STATESSTATE MERGERSMERGER EXCLUDINGTRANSACTIONSTRANSACTIONIN THETECHNOLOGYSECTORREFERREDTO IN THISTHI JOINTPROXY
TPROSPEC AS LARGEUNITED STATESSTATE ALLSTOCK MERGERSMERGER ANNOUNCEDSINCE
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JANUARY2001 INVOLVING100 STOCKFORSTOCKEXCHANGESEXCHANGEIN WHICH THE SMALLERCOMPANY INVOLVED HAD AN

EQUITYMARKET CAPITALIZATIONOF AT LEAST BILLION

UTILITYSECTORMERGEROFEQUALTRANSACTIONSTRANSACTIONREFERREDTO IN THISTHI JOINTPROXY STATEMENTPROSPECTUSSTATEMENTPROSPECTUAS UTILITY
MOESMOE SINCE JANUARY1998 AND

UTILITYSECTOR CORPORATEACQUISITIONTRANSACTIONSTRANSACTIONSINCE JANUARY1999 REFERREDTO IN THISTHI JOINTPROXY
STATEMENTPROSPECTUSSTATEMENTPROSPECTUAS UTILITYACQUISITIONSACQUISITION

MORGANSTANLEYCOMPAREDCERTAINFINANCIAL AND MARKETSTATISTICSSTATISTIC OFTHE THREESETSSET OF SELECTEDPRECEDENTTRANSACTIONSTRANSACTION

BASED ON AN ASSESSMENT OF THELARGEUNITED STATESSTATE ALLSTOCK MERGERSMERGERMORGANSTANLEYAPPLIEDPREMIUMTO UNAFFECTED

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

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

ANALYSISANALYSIOFUTILITYMOESMOE MORGANSTANLEYCALCULATEDPER SHAREVALUESVALUE FORPSEG COMMON STOCKRANGINGFROM 3840 TO

4904

BASED ON AN ASSESSMENT OF THEUTILITYACQUISITIONSACQUISITIONMORGANSTANLEYAPPLIEDPREMIUMTO UNAFFECTEDMARKETPRICE
RANGINGFROM 20 TO 40 BASED ON THEANALYSISANALYSIOFUTILITYACQUISITIONSACQUISITIONMORGANSTANLEYCALCULATEDPERSHAREVALUESVALUE FOR
PSEG COMMON STOCKRANGINGFROM 5350 TO 6241

MORGANSTANLEYNOTEDTHATTHE IMPLIEDCONSIDERATIONTO BE PAIDFOREACH SHAREOF PSEG COMMON STOCKWAS 5314 AS OF
DECEMBER 15 2004 WHICH WAS WITHIN THE RANGEIMPLIEDBYTHELARGEUNITED STATESSTATE ALLSTOCK MERGERSMERGERGREATERTHANTHERANGE
IMPLIEDBYTHEUTILITYMOESMOE AND LESSLES THANTHERANGEIMPLIEDBYTHEUTILITYACQUISITIONSACQUISITIONMORGANSTANLEYALSONOTEDTHATTHE

UTILITYACQUISITIONSACQUISITIONINVOLVED MUCH SMALLERTRANSACTIONSTRANSACTIONIN TERMSTERM OF THESIZE OF THETARGETAND VERYFEW OFTHESETRANSACTIONSTRANSACTION
OCCURREDIN 2003 OR 2004 OF THE 24 TRANSACTIONSTRANSACTIONCOMPRISINGTHEUTILITYACQUISITIONSACQUISITIONGROUP THETARGETCOMPANY MEDIAN SIZE

WAS BILLIONAND ONLYFOUROF THESETRANSACTIONSTRANSACTIONWERE ANNOUNCEDSINCE THEEND OF 2002 MORGANSTANLEYFURTHERNOTEDTHAT

NO UTILITYMOESMOE HAVE BEEN ANNOUNCEDSINCE 2000

NO TRANSACTIONUTILIZED AS COMPARISONIN THEANALYSISANALYSIOF SELECTEDPRECEDENTTRANSACTIONSTRANSACTION IS IDENTICALTO THEMERGERIN
BOTHBUSINESSBUSINES MIX TIMINGAND SIZE ACCORDINGLYAN ANALYSISANALYSIOFTHE RESULTSRESULTOF THEFOREGOINGNECESSARILYINVOLVESINVOLVE COMPLEX
CONSIDERATIONSCONSIDERATION ANDJUDGMENTSJUDGMENTCONCERNINGDIFFERENCESDIFFERENCE IN FINANCIAL AND OPERATINGCHARACTERISTICSCHARACTERISTICOF PSEG AND OTHERFACTORSFACTORTHAT
WOULDAFFECTTHE VALUE OFTHECOMPANIESCOMPANIETO WHICH IT IS BEINGCOMPAREDIN EVALUATINGTHEPRECEDENTTRANSACTIONSTRANSACTIONMORGAN
STANLEYMADE JUDGMENTSJUDGMENTAND ASSUMPTIONSASSUMPTIONWITH REGARDTO INDUSTRYPERFORMANCEGLOBALBUSINESSBUSINES ECONOMICMARKETAND
FINANCIAL CONDITIONSCONDITION AND OTHERMATTERSMATTER MANY OF WHICH ARE BEYONDTHECONTROLOFPSEG SUCH AS THE IMPACTOF COMPETITIONON

PSEG AND THE INDUSTRYGENERALLYINDUSTRYGROWTHAND THE ABSENCEOF ANY ADVERSEMATERIALCHANGEIN THE FINANCIALCONDITIONSCONDITION

AND PROSPECTSPROSPECTOF PSEG OR THE INDUSTRYOR THE FINANCIALMARKETSMARKET IN GENERALMATHEMATICAL ANALYSISANALYSISUCH AS DETERMININGTHE

MEAN OR MEDIAN IS NOT IN ITSELF MEANINGFULMETHOD OF USINGPRECEDENTTRANSACTIONSTRANSACTIONDATA

PRO FORMA TRANSACTION ANALYSISANALYSI USINGFINANCIALPROJECTIONSPROJECTIONPROVIDEDBYPSEGSPSEG AND EXELONSEXELON MANAGEMENTSMANAGEMENTAND

PUBLICLYAVAILABLE JJBIESJJBIE EARNINGSEARNINGESTIMATESESTIMATE AND TAKINGINTO ACCOUNT CERTAINMANAGEMENTESTIMATESESTIMATE OF SYNERGIESSYNERGIEPROVIDEDTO

MORGANSTANLEYBYPSEG MANAGEMENTMORGANSTANLEYREVIEWED THE PROFORMA IMPACTOF THE MERGERON PSEGSPSEG AND
EXELONSEXELON ESTIMATEDEPS FORTHE YEARSYEAR 20062009 FOR PURPOSESPURPOSE OF THISTHI ANALYSISANALYSIMORGANSTANLEYASSUMED THETRANSACTION
CLOSEDON JANUARY 2006
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THE PROFORMA IMPACTON RECURRINGEARNINGSEARNINGPER SHAREDEFINEDAS EARNINGSEARNINGBASED ON ALLPROJECTEDMERGERRELATED
ADJUSTMENTSADJUSTMENTTO EPS EXCEPTFORIMPACTSIMPACTRELATINGTO COSTSCOST TO ACHIEVE SYNERGIESSYNERGIEAND CERTAINSHORTTERMPURCHASEACCOUNTING
ADJUSTMENTSADJUSTMENTWAS FOUNDTO BE ACCRETIVETO EARNINGSEARNINGFROM 2006 TO 2009 TO BOTHPSEG AND EXELON USINGEACH COMPANYSCOMPANY
FORWARDLOOKINGFINANCIAL INFORMATIONAND EXTENSIONTHEREOFIN THE CASE OFEXELON AS THEBASISBASI OF COMPARISONFORBOTH

COMPANIESCOMPANIETHE PROFORMAIMPACTON REPORTEDEARNINGSEARNINGPER SHAREDEFINEDAS EARNINGSEARNINGPERSHARETAKINGINTO ACCOUNT ALL

PROJECTEDMERGERRELATEDADJUSTMENTSADJUSTMENTAND ANY EXTRAORDINARYITEMSITEM WAS FOUNDTO BE ACCRETIVETO EARNINGSEARNINGFROM 2006 TO 2009
TO PSEG AND ACCRETIVETO EARNINGSEARNINGFROM 2007 TO 2009 TO EXELON USINGEACH COMPANYSCOMPANYFORWARDLOOKINGFINANCIALINFORMATION

AND EXTENSIONTHEREOFIN THE CASE OFEXELON AS THE BASISBASI OFCOMPARISONFORBOTH COMPANIESCOMPANIEASSUMINGNO MERGERRELATED
ADJUSTMENTSADJUSTMENTTO EARNINGSEARNINGPER SHAREAND BASED ON JJBIESJJBIE EARNINGSEARNINGESTIMATESESTIMATE THEPROFORMA IMPACTON EPS WAS FOUND TO BE
ACCRETIVETO EARNINGSEARNINGFROM 2006 TO 2009 TO BOTHPSEG AND EXELON USINGJJBIESJJBIE PROJECTIONSPROJECTIONAS THE BASISBASI FORCOMPARISONFOR
BOTHCOMPANIESCOMPANIE

CONTRIBUTION ANALYSISANALYSI MORGANSTANLEYALSOPERFORMEDCONTRIBUTIONANALYSISANALYSIWHICH REVIEWED THEPROFORMA
CONTRIBUTIONOF EACHOF PSEG AND EXELON TO THE COMBINED ENTITYAND IMPLIEDCONTRIBUTIONSCONTRIBUTION BASED ON OTHERFINANCIAL METRICSMETRIC

MORGANSTANLEYREVIEWED THE PROFORMAEFFECTOF THE MERGERAND COMPUTEDTHE IMPLIEDEQUITYCONTRIBUTIONOF PSEG AND
EXELON FORTHE YEARSYEAR ENDED DECEMBER 31 2004 DECEMBER 31 2005 AND DECEMBER 31 2006 SUCH FINANCIALRESULTSRESULT INCLUDED
EBITDA AND NET INCOME THE COMPUTATIONSHOWEDAMONG OTHERTHINGSTHINGTHATPSEGSPSEG IMPLIEDEQUITYCONTRIBUTIONBASED ON

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

INCOMEPSEGSPSEG IMPLIEDEQUITYCONTRIBUTIONWAS 28 28 AND 30 RESPECTIVELYIN ADDITIONMORGANSTANLEYCALCULATED
THEIMPLIEDEQUITYCONTRIBUTIONOFPSEG AND EXELON BASED ON THERESULTSRESULT OFTHE SUMOFPARTSSUMOFPART DISCOUNTED CASH FLOW SUM
OFPARTSOFPART COMPARABLEPUBLIC COMPANIESCOMPANIE AND DIVIDEND DISCOUNT ANALYSESANALYSETHECOMPUTATIONSHOWEDAMONG OTHERTHINGSTHING THAT
PSEGSPSEG IMPLIEDEQUITYCONTRIBUTIONBASED ON THESETHREEANALYSESANALYSEWAS 27 25 AND 29 RESPECTIVELYMORGANSTANLEY
NOTEDTHATTHE 225X EXCHANGERATIOOFEXELON COMMON SHARESSHARE TO PSEG COMMON SHARESSHARE WOULDRESULTIN PROFORMAOWNERSHIP
OF THE COMBINED COMPANY FORHOLDERSHOLDER OF PSEG COMMON STOCKEQUALTO APPROXIMATELY31

IN CONNECTIONWITH THE REVIEW OFTHE TRANSACTIONWITH THEPSEG BOARDOF DIRECTORSDIRECTORMORGANSTANLEYPERFORMEDVARIETY
OF FINANCIALAND COMPARABLEANALYSESANALYSEFORPURPOSESPURPOSE OF RENDERINGITSOPINIONTHE PREPARATIONOF FAIRNESSFAIRNES OPINIONIS COMPLEX
PROCESSPROCES AND IS NOT SUSCEPTIBLETO PARTIALANALYSISANALYSIOR SUMMARY DESCRIPTIONIN ARRIVINGAT ITSOPINIONMORGANSTANLEY
CONSIDEREDTHERESULTSRESULT OF ALLOF ITSANALYSESANALYSEAS WHOLE AND DID NOT ATTRIBUTEANY PARTICULARWEIGHTTO ANY ANALYSISANALYSIOR FACTOR
CONSIDERED FURTHERMOREMORGANSTANLEYBELIEVESBELIEVE THATTHE SUMMARY PROVIDEDAND THEANALYSESANALYSEDESCRIBEDABOVE MUST BE
CONSIDEREDAS WHOLE AND THATSELECTINGANY PORTIONOFTHEANALYSESANALYSEWITHOUTCONSIDERINGALLOF THEM WOULD CREATE AN

INCOMPLETEVIEW OF THE PROCESSPROCES UNDERLYINGMORGANSTANLEYSSTANLEYANALYSESANALYSEAND OPINIONAS RESULTTHE RANGESRANGE OF VALUATIONSVALUATION

RESULTINGFROM ANY PARTICULARANALYSISANALYSIOR COMBINATION OF ANALYSESANALYSEDESCRIBEDABOVE SHOULDNOT BE TAKENTO BE THEVIEW OF

MORGANSTANLEYWITH RESPECTTO THE ACTUALVALUEOF PSEG OR EXELON COMMON STOCK

IN PERFORMINGITSANALYSESANALYSEMORGANSTANLEYMADE NUMEROUSNUMEROU ASSUMPTIONSASSUMPTIONWITH RESPECTTO INDUSTRYPERFORMANCEGENERAL
BUSINESSBUSINES AND ECONOMIC CONDITIONSCONDITION AND OTHERMATTERSMATTER MANY OF WHICH ARE BEYONDTHE CONTROLOF PSEG OR EXELON ANY
ESTIMATESESTIMATE CONTAINEDIN MORGANSTANLEYSSTANLEYANALYSESANALYSEARE NOT NECESSARILYINDICATIVE OF FUTURERESULTSRESULT OR ACTUALVALUESVALUE WHICH MAY
BE SIGNIFICANTLYMORE OR LESSLES FAVORABLETHANTHOSESUGGESTEDBYTHEESTIMATESESTIMATE THE ANALYSESANALYSEPERFORMEDWERE PERFORMEDSOLELY
AS PARTOF MORGANSTANLEYSSTANLEYANALYSISANALYSIOF THEFAIRNESSFAIRNES FROM FINANCIALPOINTOF VIEW OF THEEXCHANGERATIOPURSUANTTO THE

MERGERAGREEMENTTO THEHOLDERSHOLDER OF PSEG COMMON STOCKAND WERE CONDUCTEDIN CONNECTIONWITH THEDELIVERYOF MORGAN
STANLEYSSTANLEYOPINIONTO THEPSEG BOARDOF DIRECTORSDIRECTOR THE ANALYSESANALYSEDO NOT PURPORTTO BE APPRAISALSAPPRAISALOR TO REFLECTTHEPRICESPRICEAT WHICH
PSEG COMMON STOCKOR EXELON COMMON STOCKMIGHTACTUALLYTRADE THE EXCHANGERATIOAPPLICABLETO EACH SHAREOF PSEG
COMMON STOCKUNDERTHE MERGERAGREEMENTAND OTHERTERMSTERM OF THE MERGERAGREEMENTWERE DETERMINED THROUGH
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ARMSARM LENGTHNEGOTIATIONSNEGOTIATIONBETWEEN PSEG AND EXELON AND APPROVEDBYTHEPSEG BOARDOF DIRECTORSDIRECTOR THE WRITTENOPINIONOF

MORGANSTANLEYDATEDDECEMBER 20 2004 WAS ONE OF NUMBER OF FACTORSFACTOR TAKENINTO CONSIDERATIONBYPSEGSPSEG BOARD OF
DIRECTORSDIRECTORIN MAKINGITS DECISION TO APPROVE THEMERGERAGREEMENTAND THE TRANSACTIONSTRANSACTIONCONTEMPLATEDBYTHE MERGERAGREEMENT
CONSEQUENTLYMORGANSTANLEYSSTANLEYANALYSESANALYSEDESCRIBEDABOVE SHOULDNOT BE VIEWED AS DETERMINATIVE OF THEOPINIONOF THEPSEG
BOARDOF DIRECTORSDIRECTORWITH RESPECTTO THE VALUE OF PSEG OR EXELON SEE RECOMMENDATION OF PSEG BOARD PSEGSPSEG REASONSREASON
FORTHEMERGER

MORGANSTANLEYAS PARTOF ITS INVESTMENTBANKINGBUSINESSESBUSINESSE IS CONTINUALLYENGAGEDIN THE VALUATIONOFBUSINESSESBUSINESSE AND
THEIRSECURITIESSECURITIE IN CONNECTIONWITH MERGERSMERGER AND ACQUISITIONSACQUISITIONNEGOTIATEDUNDERWRITINGSUNDERWRITINGCOMPETITIVEBIDDINGSBIDDING SECONDARY
DISTRIBUTIONSDISTRIBUTION OF LISTEDAND UNLISTEDSECURITIESSECURITIEPRIVATEPLACEMENTSPLACEMENTAND VALUATIONSVALUATION FORESTATECORPORATEAND OTHERPURPOSESPURPOSE
PSEG SELECTEDMORGANSTANLEYAS ITS FINANCIAL ADVISORBASED UPON THE FIRMSFIRM QUALIFICATIONSQUALIFICATIONEXPERIENCEAND EXPERTISEAND
BECAUSE IT IS AN INTERNATIONALLYRECOGNIZEDINVESTMENT BANKINGFIRM WITH SUBSTANTIALEXPERIENCEIN TRANSACTIONSTRANSACTIONSIMILAR TO THE

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

LONGOR SHORTPOSITIONSPOSITIONTRADEOR OTHERWISEEFFECTTRANSACTIONSTRANSACTIONFORTHEIROWN ACCOUNTSACCOUNT OR FORTHE ACCOUNTSACCOUNT OF CUSTOMERSCUSTOMER IN THE

EQUITYOR DEBT SECURITIESSECURITIE OR SENIORLOANSLOAN OF PSEG OR EXELON

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

PAYABLEAS FOLLOWSFOLLOW MILLION OF WHICH WAS DUE UPON THEPUBLICANNOUNCEMENT OFTHE EXECUTION OFTHE MERGERAGREEMENT
MILLION OF WHICH IS PAYABLEUPON PSEGSPSEG SHAREHOLDERAPPROVALAND 10 MILLION OF WHICH IS PAYABLEUPON COMPLETIONOF

THE MERGER PSEG HAS ALSOAGREEDTO REIMBURSE MORGANSTANLEYFORITS FEESFEE AND EXPENSESEXPENSE INCURREDIN PERFORMINGITS SERVICESSERVICE
IN ADDITIONPSEG HAS AGREEDTO INDEMNIFYMORGANSTANLEYAND ITS AFFILIATESAFFILIATETHEIRRESPECTIVEDIRECTORSDIRECTOROFFICERSOFFICERAGENTSAGENTAND

EMPLOYEESEMPLOYEEAND EACHPERSON IF ANY CONTROLLINGMORGANSTANLEYOR ANY OF ITSAFFILIATESAFFILIATE AGAINSTCERTAINLIABILITIESLIABILITIE AND EXPENSESEXPENSE
INCLUDINGCERTAINLIABILITIESLIABILITIE UNDERTHE FEDERALSECURITIESSECURITIE LAWSLAW RELATEDTO OR ARISINGOUT OF MORGANSTANLEYSSTANLEYENGAGEMENTAND

ANY RELATEDTRANSACTIONSTRANSACTION DURINGTHEPASTTWO YEARSYEAR MORGANSTANLEYAND ITSAFFILIATESAFFILIATE HAVE PROVIDEDFINANCIAL ADVISORY
UNDERWRITINGLOANSYNDICATIONAND OTHERINVESTMENTBANKINGSERVICESSERVICE FORPSEG AND EXELON AND HAVE RECEIVED FEESFEE OF

APPROXIMATELYMILLION EXCLUSIVEOF ANY FEESFEE FORTHE MERGER AND MILLIONRESPECTIVELYFORTHERENDERINGOF THESE

SERVICESSERVICE THE FEESFEE RECEIVEDFROM EXELON RELATEPRIMARILYTO FINANCIAL ADVICE MORGANSTANLEYPROVIDEDTO EXELON IN CONNECTION

WITH THE SALEOFTHEOUTSTANDINGCOMMON STOCKOF EXRESEXRE SHC INC THEPARENTCOMPANY OF SITHE ENERGIESENERGIEAND SITHE

INDEPENDENTLP TO DYNEGYINC EXELON GENERATIONENTERSENTER INTO VARIOUSVARIOU ENERGYRELATEDDERIVATIVETRANSACTIONSTRANSACTIONFORHEDGING
AND SPECULATIVEPURPOSESPURPOSE WITH MORGANSTANLEYTHESE TRANSACTIONSTRANSACTIONINCLUDEBUT ARE NOT LIMITED TO POWER FORWARDSFORWARDPOWER
SWAPSSWAP NATURALGAS SWAPSSWAP NATURALGAS OPTIONSOPTIONOIL SWAPSSWAP AND OIL OPTIONSOPTIONMORGANSTANLEYALSOMAY OR MAY IN THEFUTURESEEK
TO PROVIDEFINANCIALADVICE OR FINANCINGSERVICESSERVICE TO PSEG AND EXELON AND MAY RECEIVEFEESFEE FORSUCH SERVICESSERVICE

FORWARDLOOKINGFINANCIAL INFORMATION

EXELON FORWARDLOOKINGFINANCIAL INFORMATION

EXELON DOESDOE NOT AS MATTER OFCOURSE PUBLICLYDISCLOSEDETAILEDFORECASTSFORECASTOR INTERNALPROJECTIONSPROJECTIONAS TO FUTUREREVENUESREVENUE

EARNINGSEARNINGOR FINANCIAL CONDITION HOWEVER IN THE COURSE OF ITS DISCUSSIONSDISCUSSION WITH PSEG LEADINGUP TO THE EXECUTIONOF THE

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

WAS NOT PUBLICLYAVAILABLE THE INFORMATIONPROVIDEDTO PSEG INCLUDED FORWARDLOOKINGFINANCIAL INFORMATION FORYEARSYEAR 2005

THROUGH2007 BASED UPON PROJECTIONSPROJECTIONDEVELOPEDBYEXELON THROUGHREGULARINTERNALPLANNINGAND FORECASTINGPROCESSPROCES THAT
INCLUDED INPUTFROMEXELONSEXELON BUSINESSBUSINES UNITSUNIT AND CORPORATELEVELREVIEW AS DESCRIBEDBELOW THOSEPROJECTIONSPROJECTIONWERE

ADJUSTEDTO REFLECTMARKETPRICEASSUMPTIONSASSUMPTIONTHATEXELON AND PSEG AGREEDTO USE FORTHE PURPOSEOF PROVIDINGTO EACH OTHER

COMPARABLEINFORMATION THE FOLLOWINGTABLEIS SUMMARY OFTHEFORWARDLOOKINGFINANCIALINFORMATION EXELON PROVIDEDTO

PSEG FORYEARSYEAR 2005 THROUGH2007
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EXELON CORPORATION
LOOKING INCOME AND CASH FLOW STATEMENT DATA

IN MILLIONSMILLION EXCEPTPER SHARE DATA

FOR THE YEAR ENDINGDECEMBER 31

2005 2006 2007

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

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

INVESTMENTSINVESTMENT IN SYNTHETICFUEL

EARNINGSEARNINGPER SHAREAMOUNTSAMOUNT INCLUDE010 010 AND 010 PER SHAREFOR2005 2006 AND 2007 RESPECTIVELYREFLECTING
THE IMPACTOF INVESTMENTSINVESTMENT IN SYNTHETICFUEL

REFLECTSREFLECT CASHDISBURSEMENTFORCOMMON DIVIDENDSDIVIDEND

PSEG ALSOREQUESTEDFORWARDLOOKINGFINANCIAL INFORMATIONFORYEARSYEAR 2008 AND 2009 IN RESPONSETO SH REQUESTEXELON
CREATEDFORWARDLOOKINGFINANCIAL INFORMATIONFORYEARSYEAR 2008 AND 2009 THROUGHPROCESSPROCES OF EXTENSIONOF THEFORWARDLOOKING
FINANCIAL INFORMATIONFORYEARSYEAR 2005 THROUGH2007 DESCRIBEDABOVEBUT ONLYWITH CORPORATELEVELREVIEW NOT INVOLVINGTHE
SAME PLANNINGPROCESSESPROCESSE ANALYSISANALYSIAND INPUTFROM EXELONSEXELON BUSINESSBUSINES UNITSUNIT THATWERE USED IN THEPREPARATIONOF EXELONSEXELON

PROJECTIONSPROJECTIONFORYEARSYEAR 2005 THROUGH2007 THE FOLLOWINGTABLE IS SUMMARY OF THEEXTENDEDFORWARDLOOKINGFINANCIAL
INFORMATIONEXELON PROVIDEDTO PSEG FORYEARSYEAR 2008 AND 2009

EXELON CORPORATION
EXTENSION OF FORWARDLOOKINGINCOME AND CASH FLOW STATEMENT DATA

IN MILLIONSMILLION EXCEPTPER SHAREDATA

FOR THE YEAR ENDING

DECEMBER 31

2008 2009

NET INCOME AVAILABLE FORCOMMON SHAREHOLDERS1 2302 2349
EXELON EARNINGSEARNINGPER SHARE2 343 349
TOTAL COMMON DIVIDENDS3 1281 1315

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

SYNTHETICFUEL

EARNINGSEARNINGPERSHAREAMOUNTSAMOUNT INCLUDE 002 AND 000 FOR2008 AND 2009 RESPECTIVELYREFLECTINGTHEIMPACTOF
INVESTMENTSINVESTMENT IN SYNTHETICFUEL

REFLECTSREFLECT CASHDISBURSEMENTFORCOMMON DIVIDENDSDIVIDEND

THE EXELON FORWARDLOOKINGFINANCIAL INFORMATIONWAS BASED UPON VARIOUSVARIOU ASSUMPTIONSASSUMPTIONINCLUDINGTHEFOLLOWING
PRINCIPALASSUMPTIONSASSUMPTION

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

THROUGHTHE FORECASTPERIODTHE COMMON ASSUMPTIONSASSUMPTIONWERE SIMILAR TO BUT NOT NECESSARILYTHE SAME AS

SH FORECASTSFORECASTOF ENERGYAND GAS PRICESPRICEFORINTERNALPLANNINGPURPOSESPURPOSE BASED ON THISTHI DATATHEFORWARD

LOOKINGFINANCIALINFORMATION THATEXELON PROVIDEDTO PSEG ASSUMED THATCORNED AROUNDTHECLOCK

ENERGYPRICESPRICEWOULDDECLINE SLIGHTLYBUT
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REMAIN RELATIVELYFLATOVER THE FORECASTPERIODAND THATPJM ATC PRICESPRICEWOULDDECREASEFROM APPROXIMATELY
4750 PER MWH IN 2005 TO APPROXIMATELY4100 PERMWH IN 2009 DUE TO FORECASTOF DECLININGGASPRICESPRICE

MARKET DATA FORCAPACITYIS RELATIVELYLIMITED EXELON ASSUMED THECAPACITYMARKETSMARKET WOULD TIGHTENOVER TIME
THEREBYRESULTINGIN HIGHERCAPACITYPRICESPRICE FOR PURPOSESPURPOSE OF THEFORWARDLOOKINGFINANCIALINFORMATIONPROVIDED
TO PSEG EXELON ASSUMED THATCOMED REGIONCAPACITYPRICESPRICEWOULDINCREASEBYAPPROXIMATELY23 PERYEAR
OVER THEPERIODFROM 2005 THROUGH2009 AND THATPRICESPRICEIN THEPJM REGIONWOULDBE APPROXIMATELY1100 PER
KW PERYEARIN 2005 AND INCREASEBYAPPROXIMATELY29 PERYEARTHROUGH2009 THESE ASSUMPTIONSASSUMPTIONWERE

SIMILAR TO BUT NOT NECESSARILYTHE SAME AS EXELONSEXELON FORECASTSFORECASTOF CAPACITYPRICESPRICEFORINTERNALPLANNINGPURPOSESPURPOSE

EXELON ASSUMED THE EXELON NUCLEARFLEETAND THEPSEG NUCLEARFLEETCOOWNED WITH EXELON WOULDPERFORMAT

LEVELSLEVEL CONSISTENTWITH ITS RECENT HISTORICALPERFORMANCE

EXELON ASSUMED THATCORNEDSCORNED RATESRATE WOULD BE RESET IN 2007 BASED ON FULLCOST RECOVERYFORTHEEXELON ENERGY
DELIVERYBUSINESSBUSINES WITH PASSPAS THROUGHOF ENERGYRATESRATE BASED ON DESCENDINGCLOCKENERGYAUCTIONPROCESSPROCES
SIMILAR TO THEPROCESSPROCES USED IN NEW JERSEYEXELON ASSUMED THATPECOSPECO RATESRATE WOULDREMAIN CONSISTENTWITH
CURRENT SCHEDULEDRATESRATE THROUGH2009

THE ESTIMATEDOPERATINGAND MAINTENANCE EXPENSE AND CAPITALEXPENDITURESEXPENDITUREFORYEARSYEAR 2005 THROUGH2007 WERE

BASED UPON EXELONSEXELON INTERNALFORECASTAND ASSESSMENT OF EXPENDITURESEXPENDITUREREQUIREDTO MEET RELIABILITYGOALSGOALFOR THE

FORWARDLOOKINGFINANCIAL INFORMATIONFORYEARSYEAR 2008 AND 2009 EXELON ASSUMED TOTALOPERATINGAND
MAINTENANCE EXPENSE AND CAPITALEXPENDITURESEXPENDITUREWOULDGROWAT RATE OF PERYEAR

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

ACCORDINGLYTHERECAN BE NO ASSURANCE THATTHEPROSPECTIVERESULTSRESULTTHEREOFWOULDBE REALIZEDOR THATACTUALRESULTSRESULTWOULD NOT

DIFFERMATERIALLYFROM THOSEPRESENTEDIN THEFORWARDLOOKINGFINANCIAL INFORMATION

SEE CAUTIONARYSTATEMENTSSTATEMENT REGARDINGFORWARDLOOKINGINFORMATIONUNDERFORWARDLOOKINGSTATEMENTSSTATEMENT

ALTHOUGHALLOF THEFORWARDLOOKINGFINANCIALINFORMATIONEXELON PROVIDEDTO PSEG WAS PREPAREDIN GOODFAITHBY
EXELON MANAGEMENTTHE INFORMATIONPROVIDEDFORYEARSYEAR 2008 AND 2009 WAS NOT PREPAREDWITH THESAME DEGREEOF ANALYSISANALYSIAS

THEINFORMATIONPROVIDEDFORYEARSYEAR 2005 THROUGH2007 IN ADDITIONNO ASSURANCE CAN BE MADE REGARDINGFUTUREEVENTSEVENT AS

RESULTPROSPECTIVEFINANCIAL INFORMATIONSUCH AS THATPROVIDEDFORYEARSYEAR 2005 THROUGH2009 ABOVE CANNOT BE CONSIDERED
RELIABLEPREDICTOROF FUTUREOPERATINGRESULTSRESULTAND THISTHI INFORMATION SHOULDNOT BE RELIEDON AS SUCH THE INFORMATIONPROVIDED
TOPSEG AND SUMMARIZED ABOVE WAS NOT PREPAREDWITH VIEW TOWARDPUBLICDISCLOSUREOR WITH VIEW TOWARDCOMPLYING
WITH THEGUIDELINESGUIDELINEESTABLISHEDBYTHE AMERICAN INSTITUTEOFCERTIFIED PUBLIC ACCOUNTANTSACCOUNTANT WITH RESPECTTO PROSPECTIVE
FINANCIAL INFORMATIONPUBLISHEDGUIDELINESGUIDELINEOFTHE SEC REGARDINGFORWARDLOOKINGSTATEMENTSSTATEMENT OR UNITED STATESSTATE GENERALLY
ACCEPTEDACCOUNTINGPRINCIPLESPRINCIPLEIN THE VIEW OFEXELON MANAGEMENTTHE INFORMATIONWAS PREPAREDON REASONABLEBASISBASI AND
REFLECTSREFLECTREASONABLEESTIMATESESTIMATE AND JUDGMENTSJUDGMENTHOWEVERTHISTHI INFORMATIONSHOULDNOT BE RELIEDUPON AS BEINGNECESSARILY
INDICATIVE OF FUTURERESULTSRESULTAND READERSREADER OF THISTHI JOINTPROXY STATEMENTPROSPECTUSSTATEMENTPROSPECTUARE CAUTIONEDNOT TO PLACERELIANCEON THISTHI
INFORMATION

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

ACCOMPANYINGPROSPECTIVEFINANCIAL INFORMATIONAND ACCORDINGLYNEITHERPRICEWATERHOUSECOOPEPRICEWATERHOUSECOOPELLP NOR DELOITTE
TOUCHE LLP EXPRESSESEXPRESSE AN OPINIONOR
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ANY OTHERFORM OF ASSURANCE WITH RESPECTTHERETOTHE PRICEWATERHOUSECOOPEPRICEWATERHOUSECOOPELLP REPORTSREPORTINCLUDED IN THISTHI JOINTPROXY
PROSPECTU RELATETO EXELONSEXELON HISTORICALFINANCIAL INFORMATION THEYDO NOT EXTENDTO THEPROSPECTIVEFINANCIAL
INFORMATIONAND SHOULDNOT BE READTO DO SO

THE EXELON FORWARDLOOKINGFINANCIALINFORMATIONFORYEARSYEAR 2005 THROUGH2007 AND THE EXTENSIONSEXTENSION OF THATFORWARD

LOOKINGFINANCIALINFORMATION FORYEARSYEAR 2008 THROUGH2009 WERE PREPAREDFOREXELON ON STANDALONEBASISBASI AND THE PSEG

FORWARDLOOKINGFINANCIAL INFORMATION WAS PREPAREDFORPSEG ON STANDALONEBASISBASI THE COMBINATION OF THEEXELON AND
PSEG FORWARDLOOKINGFINANCIAL INFORMATIONDOESDOE NOT REPRESENTTHE RESULTSRESULT THECOMBINED COMPANY WILL ACHIEVE IF THEMERGER
IS COMPLETEDNOR DOESDOE IT REPRESENTFORWARDLOOKINGFINANCIAL INFORMATIONFORTHE COMBINED COMPANY

THE INFORMATIONCONCERNINGFORWARDLOOKINGFINANCIALINFORMATIONPROVIDEDBYEXELON IS NOT INCLUDEDIN THISTHI JOINT
PROXY LPROSPECTU IN ORDERTO INDUCE ANY SHAREHOLDERTO VOTE IN FAVOROF THEMERGERAGREEMENTOR TO ACQUIRE
SECURITIESSECURITIE OF EXELON

EXELON DOESDOE NOT INTEND TO UPDATEOR OTHERWISEREVISETHEFORWARDLOOKINGFINANCIAL INFORMATION TO REFLECTCIRCUMSTANCESCIRCUMSTANCE

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

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

LOOKINGFINANCIALINFORMATION TO REFLECTCHANGESCHANGEIN GENERALECONOMIC OR INDUSTRYCONDITIONSCONDITION

PSEG FORWARDLOOKINGFINANCIAL INFORMATION

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

HOWEVERIN THE COURSE OF ITSDISCUSSIONSDISCUSSION WITH EXELON LEADINGUP TO THEEXECUTIONOF THE MERGERAGREEMENTTHEMANAGEMENT
OFPSEG PROVIDEDTO EXELON CERTAINPROSPECTIVEFINANCIAL INFORMATIONWHICH PSEG AND EXELON BELIEVE IS NOT PUBLICLY
AVAILABLE THE ACCOMPANYINGPROSPECTIVEFINANCIALINFORMATIONWAS NOT PREPAREDWITH VIEW TOWARDPUBLICDISCLOSUREOR

WITH VIEW TOWARDCOMPLYINGWITH THEGUIDELINESGUIDELINEESTABLISHEDBYTHE AMERICAN INSTITUTEOF CERTIFIED PUBLIC ACCOUNTANTSACCOUNTANT WITH

RESPECTTO PROSPECTIVEFINANCIAL INFORMATIONBUT IN THE VIEW OFPSEG MANAGEMENTWAS PREPAREDON REASONABLEBASISBASI AND
REFLECTSREFLECTREASONABLEESTIMATESESTIMATE AND JUDGMENTSJUDGMENTHOWEVERTHISTHI INFORMATIONSHOULDNOT BE RELIEDUPON AS BEINGNECESSARILY
INDICATIVE OF FUTURERESULTSRESULTAND READERSREADER OFTHISTHI JOINTPROXY LPROSPECTU ARE CAUTIONEDNOT TO PLACERELIANCEON THE

PROSPECTIVEFINANCIALINFORMATION

NEITHER PSEGSPSEG INDEPENDENTAUDITORSAUDITOR NOR ANY OTHERINDEPENDENTACCOUNTANTSACCOUNTANT HAVE COMPILEDEXAMINED OR PERFORMED
ANY PROCEDURESPROCEDUREWITH RESPECTTO THEPROSPECTIVEFINANCIALINFORMATIONCONTAINEDHEREINNOR HAVE THEYEXPRESSEDANY OPINIONOR

ANY OTHERFORM OF ASSURANCE ON SUCHINFORMATION OR ITSACHIEVABILITYAND ASSUME NO RESPONSIBILITYFORAND DISCLAIM ANY
ASSOCIATIONWITH THEPROSPECTIVEFINANCIALINFORMATION

THE FOLLOWINGTABLEIS SUMMARY OFTHEFORWARDLOOKINGFINANCIALINFORMATIONPSEG PROVIDEDTO EXELON FORYEARSYEAR 2005

THROUGH2009

PUBLIC SERVICE ENTERPRISE GROUP INCORPORATED

FORWARDLOOKINGINCOME AND CASH FLOW STATEMENT DATA

IN MILLIONSMILLION EXCEPTPER SHARE DATA

FOR THE YEAR ENDINGDECEMBER 31

2005 2006 20071 2008 2009

NET INCOME AVAILABLE FORCOMMON SHAREHOLDERSSHAREHOLDER 771 910 1002 1068 1067
ADJUSTEDPSEG EARNINGSEARNINGPER SHARE 320 358 382 411 422
TOTAL COMMON DIVIDENDS2 543 583 608 619 630

REFLECTSREFLECT EXCLUSIONOF AFTERTAXLOSSLOS ON FORECASTEDSALEOF PLANT

REFLECTSREFLECT CASHDISBURSEMENTFORCOMMON DIVIDENDSDIVIDEND
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THE PSEG FORWARDLOOKINGFINANCIALINFORMATION WAS BASED UPON VARIOUSVARIOU ASSUMPTIONSASSUMPTIONINCLUDINGTHEFOLLOWING
PRINCIPALASSUMPTIONSASSUMPTION

IN ORDERTO PROVIDECOMPARABLEINFORMATIONPSEG AND EXELON DEVELOPEDCOMMON ASSUMPTIONSASSUMPTIONABOUTELECTRIC

ENERGYAND NATURALGAS PRICESPRICETHOUGH2009 BASED LARGELYON MARKETDATA THATWAS EXTENDEDTHROUGHTHE
FORECASTPERIODTHE COMMON ASSUMPTIONSASSUMPTIONWERE SIMILAR TO BUT NOT NECESSARILYTHE SAME AS PSEGSPSEG FORECASTSFORECAST
OFELECTRICENERGYAND NATURALGASPRICESPRICEUSED FORINTERNALPLANNINGPURPOSESPURPOSE BASED ON THISTHI DATATHEFORWARD

LOOKINGFINANCIAL INFORMATION THATPSEG PROVIDEDTO EXELON ASSUMED THATPJM ATC ENERGYPRICESPRICEWOULD
DECREASEFROM APPROXIMATELY4750 PERMWH IN 2005 TO APPROXIMATELY4100 PERMWH IN 2009 DUE TO

DECLININGNATURALGAS PRICEPRICESPRICEAND MODERATINGCOALPRICESPRICE

MARKET DATAFORCAPACITYPRICINGIS LIMITED PSEG ASSUMED THATCONTINUINGDEMAND GROWTHIN THEREGIONWOULD

CREATE CONDITIONSCONDITION RESULTINGIN HIGHERCAPACITYPRICESPRICEOVER THEPLANNINGPERIODFOR THEFORWARDLOOKING
FINANCIAL INFORMATIONPROVIDEDTO EXELONPSEG ASSUMED THATCAPACITYPRICESPRICEIN THEPJM REGIONWOULDBE

APPROXIMATELY1100 PERKWYEARIN 2005 AND INCREASEBYAPPROXIMATELY29 PER YEARTHROUGH2009 THESE

CAPACITYPRICEASSUMPTIONSASSUMPTIONWERE SIMILAR TO BUT NOT NECESSARILYTHE SAME AS THOSEUSED FORPSEGSPSEG INTERNAL

PLANNINGPURPOSESPURPOSE

PSEG ASSUMED THATTHEPERFORMANCEOF THE NUCLEARUNITSUNIT THATIT OPERATESOPERATEWILL RETURN TO LEVELSLEVEL CONSISTENTWITH
THEPERIODPRIORTO 2004 PSEG ALSOASSUMED THATTHE NUCLEARFLEETCOOWNED WITH AND OPERATEDBYEXELON
WOULDCONTINUETO OPERATEAT LEVELSLEVEL CONSISTENTWITH RECENT HISTORICALPERFORMANCE

PSEG ASSUMED THATITS NEW JERSEYBASEDELECTRICAND GAS UTILITYPSEG WOULDCONTINUETO RECEIVE FAIRRATE

TREATMENT AND REASONABLEALLOWEDRETURNSRETURN ON EQUITYFROMTHE NJBPU PSEG FURTHERASSUMED THATTHE NJBPU
WOULDCONTINUETO EMPLOY COMPETITIVEAUCTIONPROCESSPROCES TO PROCUREENERGYFORCUSTOMERSCUSTOMER OF THESTATESSTATE BASIC
GENERATIONSERVICE

CONSISTENTWITH PSEGSPSEG PUBLICLYSTATEDSTRATEGYPSEGSPSEG FORWARDLOOKINGFINANCIAL INFORMATIONREFLECTSREFLECTNO

NEW INVESTMENTIN PSEG ENERGYHOLDINGSHOLDING

PSEG ESTIMATEDITSOPERATINGAND MAINTENANCE EXPENSE AND CAPITALEXPENDITURESEXPENDITUREFORTHEPERIODFROM 2005 TO

2009 BASED ON BOTH HISTORICALPRACTICEAND IN THECASE OF CAPITALKNOWN PROJECTINVESTMENTSINVESTMENT THE FORWARD

LOOKINGFINANCIAL INFORMATIONREFLECTSREFLECTGROWTHIN TOTALOPERATINGAND MAINTENANCE EXPENDITURESEXPENDITUREOF

APPROXIMATELYPERYEAR

THE ESTIMATESESTIMATE AND ASSUMPTIONSASSUMPTIONON WHICH THEFORWARDLOOKINGFINANCIALINFORMATION IS BASED INVOLVED JUDGMENTSJUDGMENTWITH

RESPECTTO AMONG OTHERTHINGSTHING FUTUREECONOMICCOMPETITIVEREGULATORYAND FINANCIALMARKETCONDITIONSCONDITION AND FUTUREBUSINESSBUSINES
DECISIONSDECISION WHICH MAY NOT BE REALIZEDAND ARE INHERENTLYSUBJECTTO SIGNIFICANTBUSINESSBUSINES ECONOMICCOMPETITIVEAND REGULATORY
UNCERTAINTIESUNCERTAINTIEALLOFWHICH ARE DIFFICULTTOPREDICTAND MANY OF WHICH ARE BEYONDTHE CONTROLOFPSEG AND EXELON

ACCORDINGLYTHERECAN BE NO ASSURANCE THATTHEPROSPECTIVERESULTSRESULTTHEREOFWOULDBE REALIZEDOR THATACTUALRESULTSRESULTWOULD NOT

DIFFERMATERIALLYFROMTHOSEPRESENTEDIN THEFORWARDLOOKINGFINANCIAL INFORMATION

SEE CAUTIONARYSTATEMENTSSTATEMENT REGARDINGFORWARDLOOKINGINFORMATIONUNDERFORWARDLOOKINGSTATEMENTSSTATEMENT

THE PSEG FORWARDLOOKINGFINANCIALINFORMATIONFORYEARSYEAR 2005 THROUGH2009 WAS PREPAREDFORPSEG ON STANDALONE
BASISBASI AND THE EXELON FORWARDLOOKINGFINANCIALINFORMATIONFORYEARSYEAR 2005 THROUGH2007 AND THE EXTENSIONSEXTENSION OF THATFORWARD

LOOKINGFINANCIALINFORMATION FOR2008 THROUGH2009 WERE PREPAREDFOREXELON ON STANDALONEBASISBASI THE COMBINATION OF
THEPSEG AND EXELON FORWARDLOOKINGFINANCIALINFORMATION DOESDOE NOT REPRESENTTHE RESULTSRESULT THECOMBINED COMPANY WILL
ACHIEVE IF THE MERGERIS COMPLETEDNOR DOESDOE IT REPRESENTFORWARDLOOKINGFINANCIALINFORMATION FORTHE COMBINED COMPANY

95

IQLH 10935700010474690501 0A2 159061 Z424B3 8252005



PAGE122 OF 454

THE INFORMATIONCONCERNINGFORWARDLOOKINGFINANCIAL INFORMATIONPROVIDEDBYPSEG IS NOT INCLUDED IN THISTHI JOINTPROXY
STATEMENTPROSPECTUSSTATEMENTPROSPECTUIN ORDERTO INDUCE ANY SHAREHOLDERTO VOTE IN FAVOROFTHE MERGERAGREEMENTOR TO ACQUIRESECURITIESSECURITIE OF
PSEG

PSEG DOESDOE NOT INTEND TO UPDATEOR OTHERWISEREVISE THEFORWARDLOOKINGFINANCIALINFORMATION TO REFLECTCIRCUMSTANCESCIRCUMSTANCE
EXISTINGSINCE ITSPREPARATIONOR TO REFLECTTHE OCCURRENCE OF UNANTICIPATEDEVENTSEVENT EVEN IN THE EVENT THATANY OR ALLOF THE
UNDERLYINGASSUMPTIONSASSUMPTIONARE SHOWN TO BE IN ERROR FURTHERMOREPSEG DOESDOE NOT INTEND TO UPDATEOR REVISE THEFORWARDLOOKING
FINANCIAL INFORMATIONTO REFLECTCHANGESCHANGEIN GENERALECONOMIC OR INDUSTRYCONDITIONSCONDITION

ESTIMATED POTENTIALSYNERGIESSYNERGIEATTRIBUTABLETO THEMERGER

THE COMPANIESCOMPANIEHAVE ESTIMATEDPOTENTIALREDUCTIONSREDUCTION AND AVOIDANCESAVOIDANCE IN COSTSCOST AND OTHERSYNERGIESSYNERGIECOLLECTIVELYREFERREDTO

AS SYNERGIESSYNERGIETHATMAY BE ATTRIBUTABLETO THE MERGER RECOGNITIONHAS ALSOBEEN GIVENTO THOSEOUTOFPOCKETCOSTSCOST THATARE

EXPECTEDTO BE INCURREDTO SUCCESSFULLYCOMPLETETHE MERGERAND TO INTEGRATEOPERATIONSOPERATIONTHESE ESTIMATEDPOTENTIALCOST

SAVINGSSAVINGARE DIRECTLYATTRIBUTABLETO THE MERGERAND DO NOT INCLUDE ESTIMATEDPOTENTIALSAVINGSSAVINGFROM OTHERINITIATIVESINITIATIVE THATWERE

ALREADYUNDERWAYOR PLANNEDBYEITHERCOMPANY INDEPENDENTOF THEMERGEROR THATCOULDBE ACHIEVED IN THE ABSENCEOF THE

MERGER

TOTAL POTENTIALCOST SAVINGSSAVINGAND OTHERSYNERGIESSYNERGIEIDENTIFIED BYTHEMANAGEMENTOF EXELON HAVE BEEN ESTIMATEDAT

APPROXIMATELY400 MILLION IN THE FIRSTFULLYEAROFOPERATIONSOPERATIONFOLLOWINGCOMPLETIONOFTHE MERGERAND APPROXIMATELY
500 MILLION IN THE SECONDFULLYEAROF OPERATIONSOPERATIONFOLLOWINGCOMPLETIONOF THE MERGER THE MANAGEMENTOFPSEG ESTIMATED
SIMILAR LEVELSLEVEL OF SYNERGIESSYNERGIEGIVINGEFFECTTO ALLEXPECTEDIMPROVEMENTSIMPROVEMENTIN THEOPERATINGPERFORMANCEOFNUCLEARGENERATING
UNITSUNIT INCLUDINGIMPROVEMENTSIMPROVEMENTREFLECTEDIN SH FORWARDLOOKINGFINANCIAL INFORMATIONFOR20052009 RELATEDCOSTSTO

ACHIEVE THESESYNERGIESSYNERGIEARE CURRENTLYESTIMATED AT APPROXIMATELY450 MILLION IN THE FIRSTFULLYEAROF OPERATIONSOPERATIONFOLLOWING
COMPLETIONOF THE MERGERAND APPROXIMATELY700 MILLION OVER PERIODOF FOURYEARSYEAR FOLLOWINGTHEMERGER IDENTIFIED PLANSPLAN
FORSTANDALONECOST REDUCTIONINITIATIVESINITIATIVE HAVE ALSOBEEN RECOGNIZEDAND DEDUCTEDFROMTHE ESTIMATEDPOTENTIALCOST SAVINGSSAVINGIN
THE AMOUNT OF MILLION IN THEFIRSTFULLYEAROFOPERATIONSOPERATIONAND MILLION IN THE SECONDFULLYEAROF OPERATIONSOPERATIONTHE IMPACTOF
THESEPLANNEDINITIATIVESINITIATIVE WILL CONTINUEINTOTHE FUTUREAND REDUCEIDENTIFIED MERGERSYNERGIESSYNERGIEEACHYEAR

THE PRINCIPALCOMPONENTSCOMPONENTOF THEANTICIPATEDSYNERGIESSYNERGIEIDENTIFIEDBYTHECOMPANIESCOMPANIEARE SET FORTHBELOW

STAFFINGTHE COMBINED COMPANY SHOULDBE ABLE TO INTEGRATECERTAINOVERLAPPINGOR DUPLICATIVEFUNCTIONSFUNCTION FOR
THECORPORATESHAREDSERVICESSERVICE UTILITYAND GENERATIONBUSINESSBUSINES UNITSUNIT THESE FUNCTIONSFUNCTION RELATETO BUSINESSBUSINES UNIT

MANAGEMENTAND BACKOFFICE SUPPORTFUNCTIONSFUNCTION FOREACH BUSINESSBUSINES UNIT AND TO REDUCEDPLANTSTAFFINGIN NUCLEAR
OPERATIONSOPERATIONSUCH ESTIMATED COST SAVINGSSAVINGAMOUNT TO APPROXIMATELY43 OFTHE TOTALESTIMATEDLEVELOF SYNERGIESSYNERGIE
IN THE SECONDFULLYEAR OF OPERATIONSOPERATIONTHE IDENTIFIED REDUCTIONSREDUCTION WILL NOT AFFECTFIELD RELATEDFUNCTIONSFUNCTION AND
SHOULDNOT CREATE ANY ADVERSEIMPACTSIMPACTON SERVICEQUALITYRELIABILITYOR SAFETY

CORPORATEAND ADMINISTRATIVE PROGRAMSPROGRAM IN ADDITION TO THESTAFFINGCOSTSCOST RELATEDTO THEFUNCTIONSFUNCTION REFERREDTO

ABOVENONLABOR COSTSCOST IN SUPPORTOFTHESEFUNCTIONSFUNCTION WILL BE REDUCEDTHROUGHTHE COMBINATION OF THE

COMPANIESCOMPANIEOF THE TOTALESTIMATEDSYNERGIESSYNERGIEIN THE SECONDFULLYEAROFOPERATIONSOPERATIONAPPROXIMATELY15 ARE

ATTRIBUTABLETO THISTHI CATEGORYTHESE ESTIMATED COST REDUCTIONSREDUCTION WILL RELATETO EXPENDITURESEXPENDITUREIN THEAREASAREA OF
MISCELLANEOUSMISCELLANEOU ADMINISTRATIVEAND GENERALEXPENSE BENEFITSBENEFIT ADMINISTRATIONFACILITIESFACILITIE INSURANCEPROFESSIONAL
SERVICESSERVICE AND SHAREHOLDERSERVICESSERVICE AMONG OTHERSOTHER THESE REDUCTIONSREDUCTION RELATETO REDUNDANTCOSTSCOST THATCAN BE
AVOIDED AND TO ECONOMIESECONOMIE OF SCALETHATCAN BE ACHIEVED WITH RESPECTTO SOURCINGOF CERTAINOF THESE

EXPENDITURESEXPENDITURE

INFORMATIONTECHNOLOGYESTIMATED COST SAVINGSSAVINGIN THE INFORMATIONTECHNOLOGYAREA ARE APPROXIMATELYOF
TOTALESTIMATEDSYNERGIESSYNERGIEIN THE SECONDFULLYEAROF OPERATIONSOPERATIONIT IS
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EXPECTEDTHE COMBINED COMPANY WILL INTEGRATETHE STANDALONEINFORMATIONTECHNOLOGYFUNCTIONSFUNCTION INCLUDING
DATACENTERSCENTER NETWORKOPERATIONSOPERATIONWORKSTATIONSUPPORTAPPLICATIONSAPPLICATIONAND TELECOMMUNICATIONSTELECOMMUNICATIONWHERE

APPLICABLEIN ADDITIONCERTAINPROJECTSPROJECTPLANNEDON STANDALONEBASISBASI BYEACH COMPANY CAN BE AVOIDED WITH
THE INTEGRATIONOF THERESPECTIVESYSTEMARCHITECTURESARCHITECTUREAND UNDERLYINGOPERATINGSYSTEMSSYSTEM

SUPPLY THE MERGERIS EXPECTEDTO ENABLE THE CONSOLIDATIONOF SUPPLYCHAIN MANAGEMENTAND OPERATIONSOPERATIONTHE
COMMON MANAGEMENTOF THISTHI FUNCTIONSHOULDENABLETHE INTEGRATEDSOURCINGOF BOTHMATERIALSMATERIAL AND SUPPLIESSUPPLIEAND
CONTRACTSERVICESSERVICE AND IS EXPECTEDTO PRODUCEECONOMIESECONOMIE OF SCALEAND LOWERUNIT COSTSCOST OF ACQUISITIONESTIMATED
COST SAVINGSSAVINGIN THESUPPLYAREA ARE APPROXIMATELY16 OF TOTALESTIMATEDSYNERGIESSYNERGIEIN THE SECONDFULLYEAROF
OPERATIONSOPERATION

NUCLEAR PRODUCTIONIMPROVEMENTSIMPROVEMENT IN THE NUCLEARBUSINESSBUSINES UNIT ADDITIONALREVENUESREVENUE ARE EXPECTEDTO BE
AVAILABLEFROM IMPROVEMENTIN THEGENERATINGPLANOPERATINGPERFORMANCEOF PSEGSPSEG NUCLEARFLEET THESE
OPPORTUNITIESOPPORTUNITIEARE EXPECTEDTO ARISEFROM HIGHERCAPACITYFACTORSFACTORAS RESULTOFTHE IMPLEMENTATIONOF THE EXELON
NUCLEARMANAGEMENTMODEL AND THEPOTENTIALFORINCREASEDMARKETSALESSALE OF THISTHI ADDITIONALOUTPUTAND AMOUNT

TO APPROXIMATELY14 OF TOTALESTIMATEDSYNERGIESSYNERGIEIN THE SECONDFULLYEAROFOPERATIONSOPERATION

NUCLEAR OUTAGECOSTSCOST IMPROVEMENTSIMPROVEMENTIN THE EXECUTIONOF PLANTOUTAGESOUTAGEARE ALSOEXPECTEDWITH DURATIONSDURATION FOR
THEPSEG PLANTSPLANTTO BE REDUCEDTO LENGTHCONSISTENTWITH THATEXISTINGWITHIN THE EXELON NUCLEARFLEET THESE
ESTIMATEDSAVINGSSAVINGAMOUNT TO APPROXIMATELYOF THETOTALESTIMATEDSYNERGIESSYNERGIELEVELIN THE SECONDFULLYEAROF
OPERATIONSOPERATION

POTENTIALSYNERGIESSYNERGIEWERE ANALYZEDACROSSACROS AN EXTENDEDTIME PERIODAND CONTINUEDINTOPERPETUITYIN ORDERTO DETERMINE THE
NET PRESENTVALUE OF ESTIMATEDSYNERGIESSYNERGIETHISTHI CALCULATIONREFLECTSREFLECTTHEONGOINGNATURE OFTHE ESTIMATEDSYNERGIESSYNERGIEAND WAS USED
TO DEVELOPBASISBASI FORDETERMININGTHEPRESENTVALUEOF THE FUTURESTREAM OF ESTIMATEDSYNERGIESSYNERGIE

THESE ESTIMATEDSYNERGIESSYNERGIEWERE GROWNAT AN ESCALATIONRATE OVER TIME WITH TERMINALVALUE USED TO VALUE THE STREAM OF
ESTIMATEDSYNERGIESSYNERGIEIN FUTUREYEARSYEAR CONSERVATIVESYNERGIESSYNERGIESHARINGASSUMPTIONWAS MADE TO REFLECTTHENET RETAINABLELEVEL
OF TOTALSYNERGIESSYNERGIETHISTHI TOTALSTREAM OF SYNERGIESSYNERGIEWAS CONVERTEDTO AN AFTERTAXVALUE AND DISCOUNTEDBACK TO THEPRESENTAT

DISCOUNTRATE

THISTHI ANALYSISANALYSIINDICATED THATTHE IDENTIFIED LEVELOF ESTIMATEDANNUALSYNERGIESSYNERGIEOVER 10 YEARPERIODPLUSPLU TERMINALVALUE
AT THE END OFTHATPERIODFORTHE ESTIMATEDSYNERGIESSYNERGIEIN SUBSEQUENTYEARSYEAR WOULDRESULTIN APPROXIMATELYTO BILLION OF
ESTIMATEDRETAINEDSYNERGIESSYNERGIEON NET PRESENTVALUE BASISBASI

THE EXELON ANALYSISANALYSIOFESTIMATEDEXPECTEDAND GROWINGSYNERGIESSYNERGIEUNDER CONSERVATIVESYNERGIESSYNERGIERETENTIONASSUMPTION
INDICATEDTHATTHEMERGERIS EXPECTEDTO BE ACCRETIVETO EARNINGSEARNINGOF THE COMBINED COMPANY IN THE SECONDFULLYEAROF
OPERATIONSOPERATIONBYAPPROXIMATELYTO

THE ESTIMATESESTIMATE AND ASSUMPTIONSASSUMPTIONUNDERLYINGTHE IDENTIFICATIONOF POTENTIALSYNERGIESSYNERGIEAND ESTIMATEDACCRETIONINVOLVE
JUDGMENTSJUDGMENTWITH RESPECTTO AMONG OTHERTHINGSTHINGTHE EXTENT TO WHICH THEREGULATORYAUTHORITIESAUTHORITIE REQUIRETHE COMBINED COMPANY
TO SHARESYNERGIESSYNERGIEWITH ITS CUSTOMERSCUSTOMER FUTUREECONOMICCOMPETITIVEREGULATORYAND MARKETCONDITIONSCONDITION AND FUTUREBUSINESSBUSINES
DECISIONSDECISION WHICH MAY NOT BE REALIZEDAND ARE INHERENTLYSUBJECTTO UNCERTAINTIESUNCERTAINTIE FOR THISTHI REASON SYNERGIESSYNERGIEARE DIFFICULTTO

PREDICTAND THERECAN BE NO ASSURANCE THATTHEESTIMATEDSYNERGIESSYNERGIEREFERREDTO IN THEPRECEDINGPARAGRAPHSPARAGRAPHWILL BE ACHIEVED
AND IN THEAMOUNTSAMOUNT AND TIME PERIODSPERIODESTIMATEDBYTHEMANAGEMENTSMANAGEMENTOFTHECOMPANIESCOMPANIESEE RISK FACTORSRISKSFACTORSRISK RELATINGTO
THEMERGERTHEANTICIPATEDBENEFITSBENEFIT OF COMBININGPSEG AND EXELON MAY NOT BE REALIZED

BOARD OF DIRECTORSDIRECTOR AND MANAGEMENTFOLLOWINGCOMPLETIONOF THE MERGER

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

PROVISIONSPROVISIONOF THE AMENDED AND RESTATEDBYLAWSBYLAW TO BE ADOPTEDWILL NOT BE ABLE TO BE CHANGEDBYTHEBOARD OFDIRECTORSDIRECTOR
WITHOUTTHEAPPROVALOF AT LEAST80 OF THE WHOLEEXELON BOARD OF DIRECTORSDIRECTOR THESE PROVISIONSPROVISIONAND THEPROVISIONSPROVISIONOFTHE

MERGERAGREEMENTRELATEDTO THE GOVERNANCEOF EXELON FOLLOWINGCOMPLETIONOF THE MERGERARE DESCRIBEDBELOW

BOARD OFDIRECTORSDIRECTOR

PURSUANTTO THE MERGERAGREEMENTAND THEAMENDED AND RESTATEDBYLAWSBYLAW UPON COMPLETIONOFTHE MERGER EXELON WILL
INCREASETHE NUMBER OF DIRECTORSDIRECTOR ON ITS BOARDOF DIRECTORSDIRECTOR TO 18 AND APPOINTSIX FORMERPSEG DIRECTORSDIRECTOR DESIGNATEDBYTHE
CHIEF EXECUTIVE OFFICEROFPSEG TO FILLSIX DIRECTORSDIRECTOR SEATSSEAT SUBJECTTO APPLICABLELAWSLAW AND REGULATIONSREGULATIONSUCH FORMERPSEG
DIRECTORSDIRECTORWILL BE ALLOCATEDEVENLYAMONG CLASSESCLASSE AND ILL OF THE EXELON BOARD OF DIRECTORSDIRECTOR

PURSUANTTO EXELONSEXELON AMENDED AND RESTATEDBYLAWSBYLAW TO BE ADOPTEDUPON COMPLETIONOF THE MERGER WITH RESPECTTO THE
FIRSTAND SECONDELECTIONSELECTION OF DIRECTORSDIRECTORDURINGTHETRANSITIONPERIODTHE EXELON BOARD OFDIRECTORSDIRECTOR IS REQUIREDSUBJECTTO ITS

FIDUCIARYDUTIESDUTIE AND APPLICABLELAWSLAW AND REGULATIONSREGULATIONTO NOMINATE FORELECTIONTHELEGACYPSEG DIRECTORSDIRECTOROR THEIRSUCCESSORSSUCCESSOR
WHOSE CLASSCLAS IS STANDINGFORELECTIONAND TO NOMINATE THELEGACYEXELON DIRECTORSDIRECTOROR THEIRSUCCESSORSSUCCESSORWHOSE CLASSCLAS IS STANDING
FORELECTION IN ADDITIONDURINGTHE TRANSITIONPERIODTHE EXELON BOARDOF DIRECTORSDIRECTORIS REQUIREDTO SUBJECTTO ITSFIDUCIARY
DUTIESDUTIE AND APPLICABLELAWSLAW AND REGULATIONSREGULATIONTAKEANY ACTIONNECESSARYTO ENSURE THATANY VACANCY OF POSITIONON THE EXELON
BOARDOF DIRECTORSDIRECTORPREVIOUSLYHELD BY LEGACYPSEG DIRECTORWILL BE FILLEDBY PERSONNOMINATED BYTHEEXELON BOARDOF
DIRECTORSDIRECTOR AND APPROVEDBY MAJORITYOF THELEGACYPSEG DIRECTORSDIRECTORREMAININGON THE EXELON BOARD OF DIRECTORSDIRECTORAND THATANY
VACANCY OF POSITIONON THE EXELON BOARD OFDIRECTORSDIRECTOR PREVIOUSLYHELD BY LEGACYEXELON DIRECTORWILL BE FILLEDBY PERSON
NOMINATED BYTHEEXELON BOARD OF DIRECTORSDIRECTORAND APPROVEDBY MAJORITYOF THELEGACYEXELON DIRECTORSDIRECTORREMAININGON THE
EXELON BOARDOF DIRECTORSDIRECTOR

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

DETERMINEDBYTHEEXELON CORPORATEGOVERNANCECOMMITTEE

TO HELPASSURE CONTINUITYBEFOREAND FOR PERIODOF TIME FOLLOWINGCOMPLETIONOF THE MERGER THE EXELON BOARD OF
DIRECTORSDIRECTORHAS DEFERREDUNTILAFTERCOMPLETIONOF THEMERGER THERETIREMENTOFTHREEDIRECTORSDIRECTORWHO OTHERWISEWOULDHAVE
RETIREDAT THE END OF2004 IN ADDITIONTHEEXELON BOARDOF DIRECTORSDIRECTORSUSPENDEDITS DIRECTORRETIREMENTPOLICYSO THATDIRECTORSDIRECTOR
WHO REACHTHE RETIREMENTAGE OF 72 WITHIN THREEYEARSYEAR FOLLOWINGCOMPLETIONOF THE MERGERWILL NOT BE REQUIREDTO RETIREUNTIL
THEEND OF THATTHREEYEARPERIOD

CHAIRMAN OFTHE BOARDCHIEFEXECUTIVE OFFICERPRESIDENT

PURSUANTTO EXELONSEXELON AMENDED AND RESTATEDBYLAWSBYLAW TO BE ADOPTEDUPON COMPLETIONOF THE MERGER MR FERLANDWILL
BECOME THENONEXECUTIVE CHAIRMAN OF THEEXELON BOARDOF DIRECTORSDIRECTOR MR FERLANDWILL SERVE AS NONEXECUTIVE CHAIRMAN OF
THE EXELON BOARD OF DIRECTORSDIRECTORUNTILTHE EARLIEROF MARCH 31 2007 HIS ANNOUNCEDDATEOF RETIREMENTAND THE DATEON

WHICH MR FERLANDNO LONGERSERVESSERVE AS MEMBER OF THEEXELON BOARDOF DIRECTORSDIRECTOR AT SUCH TIME THECHIEF EXECUTIVE OFFICER
OF EXELON WILL BE APPOINTEDAS CHAIRMAN OF THEEXELON BOARDOF DIRECTORSDIRECTORAND CONTINUEIN SUCHROLEFORTHE DURATIONOFTHE
TRANSITIONPERIODAND THEREAFTERAS DETERMINEDBYTHE EXELON BOARD OF DIRECTORSDIRECTOR

AS THE NONEXECUTIVE CHAIRMAN MR FERLAND WILLPRESIDEAT ALLMEETINGSMEETINGOF THE EXELON BOARD OFDIRECTORSDIRECTOR AND WILL IN
CONSULTATIONWITH THE CHIEF EXECUTIVE OFFICEROF EXELONESTABLISHTHEAGENDAFORMEETINGSMEETINGOFTHE EXELON BOARDOF DIRECTORSDIRECTOR
MR FERLANDWILL HAVE SUCHOTHERDUTIESDUTIE AS NONEXECUTIVE CHAIRMAN OF THEEXELON BOARDOF DIRECTORSDIRECTORAS MAY FROM TIME TO TIME
BE REQUESTEDBYTHECHIEF EXECUTIVE OFFICEROFEXELON
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FOR AT LEASTTHETRANSITIONPERIODIVFR ROWE WILL CONTINUETO SERVE AS THEPRESIDENTAND CHIEF EXECUTIVEOFFICEROF
EXELON IN CHARGEOF GENERALSUPERVISIONOVER THE BUSINESSBUSINES AND OPERATIONSOPERATIONOFEXELON

SENIOR OFFICERSOFFICER

THE MERGERAGREEMENTPROVIDESPROVIDETHATTHEOFFICERSOFFICER OF EXELON FOLLOWINGTHE MERGERWILLCONTINUE AS THE OFFICERSOFFICER OF EXELON
WITH SUCH SUBSTITUTIONSSUBSTITUTIONADDITIONSADDITION AND DELETIONSDELETION AS SHALLBE DETERMINED BYMR ROWE IN CONSULTATIONWITH THE CHIEF EXECUTIVE
OFFICEROFPSEG AND APPROVEDBYTHEEXELON BOARDOF DIRECTORSDIRECTOR

CORPORATEOFFICESOFFICE

PURSUANTTO THEAMENDED AND RESTATEDBYLAWSBYLAW TO BE ADOPTEDUPON COMPLETIONOF THE MERGER THECORPORATE
HEADQUARTERSHEADQUARTEROFEXELON WILL CONTINUETO BE IN CHICAGOILLINOISILLINOI THE HEADQUARTERSHEADQUARTEROF EXELONSEXELON POWER TRADINGBUSINESSBUSINES WILL BE
IN SOUTHEASTERNPENNSYLVANIAAND THEHEADQUARTERSHEADQUARTEROF EXELONSEXELON GENERATIONBUSINESSBUSINES WILL BE IN NEWARK NEW JERSEYWITH

HEADQUARTERSHEADQUARTEROFEXELONSEXELON NUCLEARGENERATINGBUSINESSBUSINES IN SOUTHEASTERNPENNSYLVANIACORNED WILL MAINTAIN ITSHEADQUARTERSHEADQUARTERIN

CHICAGOILLINOISILLINOI PECO WILLMAINTAIN ITSHEADQUARTERSHEADQUARTERIN SOUTHEASTERNPENNSYLVANIAAND PSEG WILL MAINTAIN ITS

HEADQUARTERSHEADQUARTERIN NEWARKNEW JERSEYFOLLOWINGCOMPLETIONOF THE MERGER THEEXELON BOARDOF DIRECTORSDIRECTOR MAY AMEND THE

PROVISIONSPROVISIONOF THEAMENDED AND RESTATEDBYLAWSBYLAW SETTINGCHICAGOILLINOISILLINOI AS THECORPORATEHEADQUARTERSHEADQUARTERBYTHEAPPROVALOF AT

LEAST80 OF THE WHOLEEXELON BOARD OFDIRECTORSDIRECTOR FOLLOWINGCOMPLETIONOF THEMERGER THEEXELON BOARDOF DIRECTORSDIRECTOR MAY
AMEND THEPROVISIONSPROVISIONOF THE AMENDED AND RESTATEDBYLAWSBYLAW SETTINGTHEHEADQUARTERSHEADQUARTEROF THESUBSIDIARIESSUBSIDIARIE AND DIVISIONSDIVISION OF THE
COMBINED COMPANY BYTHEAPPROVALOF MAJORITYOF THEDIRECTORSDIRECTOR PRESENTAND VOTINGAT MEETINGSO LONGAS QUORUM IS

PRESENT

THE PROPOSEDARRANGEMENTDESCRIBEDABOVE RELATINGTO THEHEADQUARTERSHEADQUARTEROF SUBSIDIARIESSUBSIDIARIE AND DIVISIONSDIVISION OFTHE COMBINED

COMPANY COULDBE CHANGEDBYAGREEMENTOF EXELON AND PSEG PRIORTO THECOMPLETIONOFTHE MERGER IF APPROVEDBYTHE

COMPANIESCOMPANIEBOARDSBOARD OF DIRECTORSDIRECTOR HOWEVERTHEHEADQUARTERSHEADQUARTEROF PSEG PECO AND CORNED WILL REMAIN RESPECTIVELYIN

NEWARK PHILADELPHIAAND CHICAGOIN ADDITIONTHEPARTIESPARTIEEXPECTTHATTHEHEADQUARTERSHEADQUARTEROF ANOTHERSIGNIFICANTBUSINESSBUSINES UNIT OF
THE COMBINED COMPANY WILL BE LOCATEDIN NEWARK AND THEHEADQUARTERSHEADQUARTEROF ANOTHERSIGNIFICANTBUSINESSBUSINES UNIT WILL BE LOCATEDIN
SOUTHEASTERNPENNSYLVANIA

INTERESTSINTEREST OFPSEGSPSEG DIRECTORSDIRECTOR AND EXECUTIVE OFFICERSOFFICER IN THE MERGER

APPOINTMENTOFDIRECTORSDIRECTOR AND EXECUTIVE OFFICERSOFFICER

WHEN THE MERGERIS COMPLETEDSIX CURRENT MEMBERSMEMBER OF THEPSEG BOARDOF DIRECTORSDIRECTOR AS DESIGNATEDBYTHE CHIEF
EXECUTIVE OFFICER OFPSEG INCLUDINGMR FERLANDWILL BE APPOINTEDTO THE EXELON BOARD OFDIRECTORSDIRECTOR THE EXELON BOARDOF
DIRECTORSDIRECTORWILL HAVE THEAUTHORITYTO FIX THECOMPENSATIONOFTHE DIRECTORSDIRECTOR FORTHEIRSERVICESSERVICE AS SUCH AND DIRECTORMAY BE
SALARIEDOFFICEROF EXELON

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

ADOPTEDUPON COMPLETIONOF THE MERGER MR FERLANDWILL SERVE AS THE CHAIRMAN OF THEEXELON BOARDOF DIRECTORSDIRECTORUNTILTHE
EARLIEROF MARCH 31 2007 AND THE DATEON WHICH HE CEASESCEASE TO BE DIRECTOROF EXELON AFTER THEMERGERBECOMESBECOME EFFECTIVE
PURSUANTTO THE SECONDAMENDMENT TO HIS EMPLOYMENTAGREEMENTWHICH AMENDMENT DOESDOE NOT CHANGETHECOMPENSATION
PROVISIONSPROVISIONOFHIS EMPLOYMENTAGREEMENTMR FERLANDWILL CONTINUETO RECEIVE

AN ANNUALBASE SALARYNO LESSLES THANTHE ANNUALBASE SALARYHE RECEIVEDPRIORTO COMPLETIONOF THEMERGERWHICH

MAY AFTERCOMPLETIONOF THE MERGER BE INCREASEDBUT MAY NOT BE SUBSEQUENTLYDECREASEDAS OFAPRIL30
2005 MR FERLANDSFERLAND ANNUALBASE SALARYWAS 1080000
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TARGETANNUALINCENTIVE BONUSBONU UNDERTHEMANAGEMENTINCENTIVE COMPENSATIONPLAN EQUALTO NO LESSLES THAN
100 OFHIS ANNUALBASE SALARYTHETARGETAWARDFORWHICH MR FERLAND WAS ELIGIBLEIMMEDIATELYPRIORTO

COMPLETIONOF THEMERGERAND

TARGETLONGTENNINCENTIVE BONUSBONU UNDERTHELONGTERMINCENTIVEPLANSPLANEQUALTO NO LESSLES THAN300 OF HIS
ANNUALBASE SALARYTHE TARGETAWARDFORWHICH MR FERLANDWAS ELIGIBLEIMMEDIATELYPRIORTO COMPLETIONOF THE

MERGER

UNDER THE SECONDAMENDMENTMR FERLAND AGREEDTO WAIVE HIS RIGHTTO RESIGNFORGOODREASON AND TO BE PAIDANY
SEVERANCE AS RESULTOF THEMERGERAND THECHANGEIN HIS RESPONSIBILITIESRESPONSIBILITIEAND AGREEDTHATTHECHANGEIN HIS RESPONSIBILITIESRESPONSIBILITIE
FOLLOWINGCOMPLETIONOF THE MERGERWILLNOT CONSTITUTEGOODREASON OR THETERMINATIONOF HIS EMPLOYMENTWITHOUT CAUSE

THE SECONDAMENDMENT FURTHERPROVIDESPROVIDETHATMR FERLANDWILL VOLUNTARILYRETIREAS AN EMPLOYEEOFEXELON AND AS MEMBER
OF THE EXELON BOARD OF DIRECTORSDIRECTORNO LATERTHANMARCH 31 2007

IN ADDITIONTHEMERGERAGREEMENTPROVIDESPROVIDETHATTHE OFFICERSOFFICER OF EXELON IMMEDIATELYPRIORTO COMPLETIONOFTHE MERGER
WILL CONTINUEAS THE OFFICERSOFFICER OFEXELON FOLLOWINGCOMPLETIONOFTHE MERGERWITH SUCH SUBSTITUTIONSSUBSTITUTIONADDITIONSADDITION AND DELETIONSDELETION AS

WILL BE DETERMINEDBYTHE CHIEF EXECUTIVE OFFICEROFEXELON IN CONSULTATIONWITH THECHIEF EXECUTIVE OFFICER OFPSEG AND

APPROVEDBYTHE EXELON BOARDOF DIRECTORSDIRECTOR

PSEG DIRECTORAND EXECUTIVE OFFICERSTOCKOPTIONSOPTIONAND EQUITYBASEDAWARDSAWARD

SUBSTITUTIONOFCURRENTPSEG STOCKOPTIONSOPTIONAND EQUITYBASEDAWARDSAWARD

UPONCOMPLETIONOF THEMERGER EACHPSEG STOCKOPTIONWHICH IS OUTSTANDINGPURSUANTTO THEPSEG 1989 2001 AND
2004 LONGTERMINCENTIVE PLANSPLAN WILLBE ASSUMED BYEXELON AND SUBSTITUTEDWITH AN OPTIONTO PURCHASETHE NUMBER OF SHARESSHARE
OFEXELON COMMON STOCKDETERMINED BYMULTIPLYING THE NUMBER OF SHARESSHARE OFPSEG COMMON STOCKSUBJECTTO SUCHPSEG
STOCKOPTIONIMMEDIATELYPRIORTO COMPLETIONOF THE MERGERBY THEEXCHANGERATIOOF 1225 AT AN EXERCISEPRICEPER SHARE
OFEXELON COMMON STOCKEQUALTO THEEXERCISEPRICEPERSHAREOFPSEG COMMON STOCKUNDERSUCH PSEG STOCKOPTION
IMMEDIATELYPRIORTO COMPLETIONOFTHE MERGERDIVIDED BYTHEEXCHANGERATIO THEREAFTEREXCEPTAS PROVIDEDIN THISTHI PARAGRAPH
AND THEACCELERATEDVESTINGOF CERTAINSTOCKOPTIONSOPTIONAS DESCRIBEDBELOWEACH SUBSTITUTEDEXELON STOCKOPTIONWILL BE
EXERCISABLEON THE SAME TERMSTERM AND CONDITIONSCONDITION THATAPPLIEDBEFORETHEMERGER

UPONCOMPLETIONOFTHE MERGER ALLPSEG EQUITYBASEDAWARDSAWARD WILLBE ASSUMED BYEXELON AND SUBSTITUTEDWITH RIGHT
OR AWARDWITH RESPECTTO SHARESSHARE OFEXELON COMMON STOCKON THESAME TERMSTERM AND CONDITIONSCONDITION AS WERE APPLICABLEUNDERTHE
PSEG EQUITYBASEDAWARDINCLUDINGALLREPURCHASEAND FORFEITURERIGHTSRIGHTHELD BYPSEG THE NUMBER OF SHARESSHARE OF EXELON

COMMON STOCKISSUABLEUNDERTHOSEEQUITYBASEDAWARDSAWARD WILL BE ADJUSTEDTO TAKE INTO ACCOUNT THEEXCHANGERATIO

THE TABLEBELOW SHOWSSHOW THENUMBER OF PSEG STOCKOPTIONSOPTIONAND EQUITYBASEDAWARDSAWARD HELD BYTHE DIRECTORSDIRECTOR AND EXECUTIVE
OFFICERSOFFICER OF PSEG AS OF APRIL30 2005 AND THE TOTALNUMBER OF SUBSTITUTEEXELON STOCKOPTIONSOPTIONAND SUBSTITUTEEXELON EQUITY
BASED AWARDSAWARD THE DIRECTORSDIRECTOR AND EXECUTIVE OFFICERSOFFICER OFPSEG
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WILL RECEIVEIN SUBSTITUTIONFORSUCHPSEG STOCKOPTIONSOPTIONAND EQUITYBASEDAWARDSAWARD UPON COMPLETIONOF THEMERGER

SUBSTITUTE STOCK OPTIONSOPTION AND SUBSTITUTE EQUITYBASED AWARDSAWARD

PSEG EXELON

PSEG STOCK EXELON STOCK RESTRICTED RESTRICTED

OPTIONSOPTION OPTIONSOPTION SHARESSHARE SHARESSHARE

PREMERGER POSTMERGER PREMERGER POSTMERGER

EXECUTIVE OFFICER

JAMESJAME FERLAND 1566000 1918350 1098001 134505
THOMASTHOMA LYNN 506333 620257 17167 21029
RALPHIZZO 354667 434467 19667 24092
FRANK CASSIDY 693000 848925 17167 21029
ROBERT DOUGHERTY 618000 757050 17167 21029

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

TOTAL 4394266 5382974 205701 251980

INCLUDESINCLUDE 30000 SHARESSHARE OF RESTRICTEDSTOCKAWARDEDTO MR FERLAND UNDERMR FERLANDSFERLAND EMPLOYMENTAGREEMENT

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

WEIGHTEDAVERAGEEXERCISEPRICEOF 4048 OF WHICH OPTIONSOPTIONWITH RESPECTTO 4147512 SHARESSHARE OF PSEG COMMON STOCKWERE

VESTEDAS OF THATDATE OF THEREMAINING1649 133 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 THEAPPROVALBYPSEG
SHAREHOLDERSSHAREHOLDEROF THE MERGERAGREEMENTOR THECOMPLETIONOF THEMERGER

LAPSEOFRESTRICTIONSRESTRICTION ON DIRECTORRESTRICTEDSHARESSHARE

IF FOLLOWINGCONSUMMATION OFTHE MERGER ANY MEMBER OF THEPSEG BOARD OFDIRECTORSDIRECTOR OTHERTHANMR FERLANDCEASESCEASE

TO BE DIRECTOROFPSEG OR EXELON AS ITS SUCCESSOR ALLRESTRICTIONSRESTRICTIONON SUCHMEMBERSMEMBER RESTRICTEDSHARESSHARE WILL IMMEDIATELYLAPSE
AND BE OFNO EFFECTAS OF JANUARY 2005 THE MEMBERSMEMBER OF THEPSEG BOARDOF DIRECTORSDIRECTOR OTHERTHAN MR FERLANDCOLLECTIVELY
HELD 28800 SHARESSHARE OFRESTRICTEDPSEG COMMON STOCK

ACCELERATIONOFEXECUTIVE OFFICERPSEG STOCKOPTIONSOPTIONGRANTEDPURSUANTTO EMPLOYMENTAGREEMENTSAGREEMENT

EMPLOYMENTAGREEMENTSAGREEMENTWITH CERTAINEXECUTIVE OFFICERSOFFICER OFPSEG OTHERTHANMR FERLANDPROVIDEFORACCELERATED

VESTINGOF THEIRPSEG STOCKOPTIONSOPTIONGRANTEDPURSUANTTO THEEMPLOYMENTAGREEMENTSAGREEMENTIN CERTAINCIRCUMSTANCESCIRCUMSTANCE IF DURINGTHE
TERM OF THEEMPLOYMENTAGREEMENTTHEREOCCURSOCCUR CHANGEIN CONTROLOF PSEG OR THE PSEG SHAREHOLDERSSHAREHOLDERAPPROVE AN

AGREEMENTTO EFFECT CHANGEIN CONTROL OF PSEG THE EXECUTIVEOFFICERSOFFICER RIGHTTO HIS PSEG STOCKOPTIONSOPTIONGRANTEDPURSUANTTO

THEAGREEMENTWILL VEST AND BECOME EXERCISABLEAS OF THE DATEOF SUCHCHANGEIN CONTROLOR APPROVALACCORDINGLYIF THEPSEG
SHAREHOLDERSSHAREHOLDERAPPROVE THEMERGER AGREEMENTWHETHEROR NOT THE MERGERIS COMPLETEDTHEOUTSTANDINGPSEG STOCKOPTIONSOPTION
SUBJECTTO THESEEMPLOYMENTAGREEMENTSAGREEMENTOTHERTHANMR FERLANDSFERLAND WHOSE OPTIONSOPTIONWILL VEST AS DESCRIBEDELSEWHEREIN THISTHI
SECTIONAND MR IZZOSIZZO WHOSEOPTIONSOPTIONWILLVEST UPON COMPLETIONOF THEMERGERWILL VEST
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AS OFAPRIL30 2005 PSEG EXECUTIVE OFFICERSOFFICER WITH EMPLOYMENTAGREEMENTSAGREEMENTHELDOPTIONSOPTIONWITH ACCELERATEDVESTING
PROVISIONSPROVISIONTO ACQUIREAN AGGREGATEOF 450000 SHARESSHARE OFPSEG COMMON STOCKAT WEIGHTEDAVERAGEEXERCISEPRICEOF
43237 THE FOLLOWINGCHARTSETSSET FORTHAS OF APRIL30 2005 THEAGGREGATENUMBER OF STOCKOPTIONSOPTIONGRANTEDPURSUANTTO THESE

EMPLOYMENTAGREEMENTSAGREEMENTHELD BYEXECUTIVE OFFICERSOFFICER OF PSEG THATWILL BECOME EXERCISABLEUPON APPROVALOF THE MERGER
AGREEMENTBYPSEG SHAREHOLDERSSHAREHOLDEROR IN THECASE OF MR IZZO UPON COMPLETIONOFTHEMERGERAND THEWEIGHTEDAVERAGE
EXERCISEPRICEOF THOSESTOCKOPTIONSOPTIONEACH EXECUTIVE OFFICERMAY HOLD ADDITIONALPSEG STOCKOPTIONSOPTIONTHATARE ALREADY
EXERCISABLEOR WHICH WERE NOT GRANTEDPURSUANTTO HIS EMPLOYMENTAGREEMENTAND WITH RESPECTTO WHICH VESTINGWILLNOT

ACCELERATEUPON APPROVALOF THEMERGERBYPSEG SHAREHOLDERSSHAREHOLDER SUCH PSEG STOCKOPTIONSOPTIONARE NOT REFLECTEDIN THISTHI CHART

STOCK OPTIONSOPTION SUBJECT TO ACCELERATION UNDER EMPLOYMENT AGREEMENTSAGREEMENT

NUMBER OF STOCK WEIGHTED
OPTIONSOPTIONTO BECOME AVERAGE

EXECUTIVE OFFICER EXERCISABLE EXERCISE PRICE

THOMASTHOMA OFLYNN 100000 4585

RALPHIZZO 200000 4077
FRANK CASSIDY 50000 440625

ROBERT DOUGHERTY 50000 440625
ROBERT BUSCH 50000 4623

TOTAL 450000 43237

ACCELERATIONOFPSEG STOCK OPTIONSOPTIONAND EQUITYBASEDAWARDSAWARD UNDER LONGTERMINCENTIVE PLANSPLAN

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

2001 AND 2004 LONGTERMINCENTIVE PLANSPLAN UNDER THE TERMSTERM OF THE 2001 LTIP IF AFTER CHANGEIN CONTROLOCCURSOCCUR THE
OFFICERSOFFICER EMPLOYMENTIS TERMINATEDALLOUTSTANDINGOPTIONSOPTIONDIVIDEND EQUIVALENTSEQUIVALENTAND PERFORMANCESHARESSHARE GRANTEDTHEREUNDER
WILL IMMEDIATELYVEST AND BECOME FULLYEXERCISABLEUNDER THE TERMSTERM OF THE2004 LTIP IF AN OFFICERIS TERMINATEDWITHIN
18 MONTHSMONTH FOLLOWINGCHANGEIN CONTROLOTHERTHAN TERMINATIONFORCAUSE HIS OR HER EQUITYBASEDAWARDSAWARD OTHERTHAN
STOCKOPTIONSOPTIONSTOCKAPPRECIATIONRIGHTSRIGHTAND PERFORMANCEUNITSUNIT THE TREATMENT OF WHICH IS DESCRIBEDBELOW WILL VEST THE

MERGERCONSTITUTESCONSTITUTE CHANGEIN CONTROLUNDERTHE IPS ACCORDINGLYIF FOLLOWINGCOMPLETIONOFTHE MERGERANY OFFICEROF
PSEG IS TERMINATEDAT ANY TIME IN THE CASE OF THE2001 LTIP OR WITHIN 18 MONTHSMONTH AFTERCOMPLETIONOFTHE MERGER IN THECASE

OFTHE 2004 LTIP AND ONLYIF NOT FORCAUSE HIS OR HEROPTIONSOPTIONDIVIDEND EQUIVALENTSEQUIVALENTAND PERFORMANCEUNITSUNIT UNDERTHE 2001
LTIP WILL VEST AND HIS OR HER OTHEREQUITYBASEDAWARDSAWARD UNDERTHE 2004 LTIP WILLVEST THE FOLLOWINGCHARTSETSSET FORTHAS OF
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