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THE 17 MILLION INCREASE IN OPERATINGAND MAINTENANCE EXPENSE IN 2006 COMPAREDTO2005 WAS PRIMARILYDUE TO 153 MILLION INCREASE IN

VARIOUSVARIOU PAYROLLRELATEDEXPENSESEXPENSE INCLUDINGINCREASED STOCKBASED COMPENSATIONEXPENSE OF41 MILLIONPRIMARILYAS RESULTOFTHE ADOPTIONOF

SFASSFA NO 123R AS OFJANUARY 2Q06 AND INCREASED DIRECTAND ALLOCATEDCOSTSCOST RELATEDTO PAYROLLSEVERANCE PENSIONAND OTHERPOSTRETIREMENT
BENEFITSBENEFIT 22 MILLION PERIODOVERPERIODINCREASE IN CONTRACTORCOSTSCOST PRIMARILYRELATEDTOSTAFFAUGMENTATIONAND RECURRINGMAINTENANCE WORKAT

NUCLEAR AND POWER 19 MILLION INCREASE IN NUCLEARREFUELINGOUTAGECOSTSCOST ASSOCIATED WITHTHE ADDITIONALPLANNEDREFUELINGOUTAGEDAYSDAY DURING
2006 AS COMPAREDTO2005 AND HIGHERCOSTSCOST FORINSPECTIONAND MAINTENANCE ACTIVITIESACTIVITIE ADDITIONALLYON DECEMBER 22 2006 AS GESTUREOF

GOODWILLAND CORPORATECITIZENSHIPGENERATION CONTRIBUTEDAPPROXIMATELY11 MILLION INTOAN ESCROW ACCOUNTTOASSIST THE GODLEYPUBLIC WATER

DISTRICTWITHTHE INSTALLATIONOF NEW PUBLICDRINKINGWATERSYSTEMFORTHE VILLAGEOFGODLEY

DEPRECIATIONAND AMORTIZATION THE INCREASE IN DEPRECIATIONAND AMORTIZATIONEXPENSE FOR2006 COMPAREDTO2005 WAS RESULTOF RECENT

CAPITALADDITIONSADDITION

TAXESTAXE OTHER THAN INCOME THE INCREASE IN TAXESTAXE OTHERTHAN INCOME INCURREDDURING2006 COMPAREDTO 2005 WAS PRIMARILYDUE TO

INCREASINGTHE PROPERLYTAX RESERVE FOR2006 PROPERTYTAXESTAXE FORBYRONCLINTONAND DRESDENHIGHERPAYROLLRELATEDTAXESTAXE WHICH WERE THE RESULTOF

HIGHERPAYROLLCOSTSCOST FOR2006 AND REDUCTIONRECORDEDIN 2005 OF PREVIOUSLYESTABLISHED REALESTATERESERVE ASSOCIATED WITH THE SETTLEMENTOVER

THE IH REALESTATEASSESSMENT THE INCREASESINCREASE WERE PARTIALLYOFFSETBY SALESSALE AND USE TAX RESERVE RECORDEDDURINGTHE THIRDQUARTEROF2005 AND

GAS REVENUE TAX ADJUSTMENTRECORDEDDURINGTHE FOURTHQUARTEROF2005

INTEREST EXPENSE THE INCREASE IN INTERESTEXPENSE DURING2006 AS COMPAREDTO2005 WAS ATTRIBUTABLETOHIGHERVARIABLE INTERESTRATESRATE ON

DEBT OUTSTANDINGHIGHERINTERESTEXPENSE ON GENERATIONSGENERATION ONETIME FEE FORSPENTNUCLEARFUELOBLIGATIONSOBLIGATIONTOTHE DOE AND AN INTERESTPAYMENT
MADE TOTHE IRS IN SETTLEMENTOF TAX MATTER

OTHER NET THE DECREASE IN OTHERINCOME IN 2006 COMPAREDTO2005 WAS PRIMARILYDUE TOGAINSGAIN REALIZED IN THE SECOND QUARTEROF2005

TOTALING36 MILLION RELATEDTOTHE DECOMMISSIONINGTRUSTFUND INVESTMENTSINVESTMENT FORTHE AMERGEN PLANTSPLANTDUE TOCHANGESCHANGE IN GENERATIONSGENERATION INVESTMENT

STRATEGY

EFFECTIVE INCOME TAX RATE THE EFFECTIVEINCOME TAX RATEFROM CONTINUINGOPERATIONSOPERATIONWAS 382 FOR2006 COMPAREDTO390 FOR2005 SEE

NOTE 12 OFTHE COMBINED NOTESNOTE TOCONSOLIDATED FINANCIAL STATEMENTSSTATEMENT FORFURTHERDISCUSSION OFTHE CHANGEIN THE EFFECTIVEINCOME TAX RATE

DISCONTINUED OPERATIONSOPERATIONON JANUARY31 2005 SUBSIDIARIESSUBSIDIARIE OFGENERATION COMPLETED SERIESSERIE OFTRANSACTIONSTRANSACTION THATRESULTEDIN GENERATIONSGENERATION

SALEOF ITSINVESTMENT IN SITHE ACCORDINGLYTHE RESULTSRESULT OFOPERATIONSOPERATIONAND THE GAINON THE SALE OFSITHE HAVE BEEN PRESENTEDAS DISCONTINUED

OPERATIONSOPERATIONWITHIN GENERATIONSGENERATION CONSOLIDATED STATEMENTSSTATEMENT OFOPERATIONSOPERATIONAND COMPREHENSIVEINCOME GENERATIONSGENERATION NET INCOME IN 2006 AND 2005

REFLECTSREFLECT GAINON THE SALE OFDISCONTINUED OPERATIONSOPERATIONOF MILLION AND 19 MILLION BOTHAFTERTAX RESPECTIVELYSEE NOTESNOTE AND OFTHE

COMBINED NOTESNOTE TO CONSOLIDATED FINANCIAL STATEMENTSSTATEMENT FORFURTHERINFORMATIONREGARDINGTHE PRESENTATIONOFSITHE AS DISCONTINUED OPERATIONSOPERATION

THE INCOME FROM DISCONTINUED OPERATIONSOPERATIONDECREASED BY15 MILLIONFOR2006 COMPAREDTO2005 PRIMARILYDUE TOTHE GAIN ON THE SALE OFSITHE

IN THE FIRSTQUARTEROF2005 PARTIALLYOFFSETBY AN ADJUSTMENTTOTHE GAIN ON THE SALE OFSITHE IN THE SECOND QUARTEROF2006 AS RESULTOFTHE

EXPIRATIONOFCERTAINTAX INDEMNIFICATIONSINDEMNIFICATIONACCRUED INTERESTAND COLLECTIONSCOLLECTIONON RECEIVABLESRECEIVABLE ARISINGFROMTHE SALE OF SITHE THATHAD BEEN FULLY
RESERVED

CUMULATIVE EFFECTOF CHANGESCHANGE IN ACCOUNTINGPRINCIPLESPRINCIPLE THE CUMULATIVE EFFECTOFCHANGESCHANGE IN ACCOUNTINGPRINCIPLESPRINCIPLEREFLECTSREFLECTTHE IMPACTOF

ADOPTINGFIN 47 AS OFDECEMBER 31 2005 SEE NOTE 13 OFTHE COMBINED NOTESNOTE TOCONSOLIDATED FINANCIAL STATEMENTSSTATEMENT FORFURTHERDISCUSSION OFTHE

ADOPTIONOFFIN 47
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RESULTSRESULT OF OPERATIONSCORNED

OPERATINGREVENUESREVENUE THE CHANGESCHANGE IN OPERATINGREVENUESREVENUE FOR2006 COMPAREDTO 2005 CONSISTEDOFTHE FOLLOWING

INCREASE

DE

1226
67
84

28

FAVORABLE

UNFAVORABLE
UH

OPERATINGREVENUESREVENUE 101 264 163
OPERATINGEXPENSESEXPENSE

PURCHASED POWER 3292 3520 228
OPERATINGAND MAINTENANCE 745 833 88

IMPAIRMENTOFGOODWILL 776 207 431

DEPRECIATIONAND AMORTIZATION 430 413 17
TAXESTAXE OTHERTHAN INCOME

TOTALOPERATINGEXPENSE UH

OPERATINGINCOME LOSSLOS 12
OTHER INCOME AND DEDUCTIONSDEDUCTION

STH EXPENSE NET 3Q8 291 17
EQUITYIN LOSSESLOSSE OFUNCONSOLIDATEDAFFILIATESAFFILIATE 10 14
OTHERNOT

TOTALOTHERINCOME AND DEDUCTIONSDEDUCTION 22 30
INCOME LOSSLOS BEFORE INCOME TAXESTAXE AND CUMULATIVEEFFECTOF CHANGEIN ACCOUNTING

PRINCIPLE 313 646
INCOME TAXESTAXE 82
LOSSLOS BEFORECUMULATIVE EFFECTOF CHANGEIN ACCOUNTINGPRINCIPLESPRINCIPLE 676 564
CUMULATIVE EFFECTOFCHANGEIN ACCOUNTINGPRINCIPLE
NET LOSSLOS UH 3E

NET LOSSLOS CORNEDSCORNED DECREASED NET LOSSLOS IN 2006 COMPAREDTO2005 WAS DRIVENBY SMALLERIMPAIRMENTOFGOODWILLIN 2006 LOWERPURCHASED
POWER EXPENSE AND ONETIME BENEFITSBENEFIT ASSOCIATED WITH REVERSINGPREVIOUSLYINCURREDEXPENSESEXPENSE AS RESULTOFTHE JULY2006 AND DECEMBER 2006
ICC RATEORDERSORDER AS MORE FULLYDESCRIBED BELOWPARTIALLYOFFSETBYLOWEROPERATINGREVENUESREVENUE

WEATHER

CUSTOMER CHOICE

VOLUME
RATE CHANGESCHANGE AND MIX

RETAIL REVENUE

WHOLESALE AND MISCELLANEOUSMISCELLANEOU REVENUESREVENUE

MARKTOMARKETCONTRACTSCONTRACT

OTHER REVENUESREVENUE

DECREASE IN OPERATINGREVENUESREVENUE

WEATHER REVENUESREVENUE WERE LOWERDUE TOUNFAVORABLEWEATHERCONDITIONSCONDITION IN 2006 COMPAREDTO2005 THE DEMAND FORELECTRICITYIS AFFECTEDBY
WEATHER CONDITIONSCONDITION VERYWARM WEATHER IN SUMMER MONTHSMONTH
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AND VERYCOLDWEATHER IN OTHERMONTHSMONTH ARE REFERREDTOAS FAVORABLE WEATHER CONDITIONSCONDITION BECAUSE THESE WEATHER CONDITIONSCONDITION RESULTIN INCREASED

SALESSALE OFELECTRICITYCONVERSELYMILD WEATHER IN NONSUMMER MONTHSMONTH REDUCESREDUCE DEMAND IN COMEDSCOMED SERVICETERRITORYCOOLINGAND HEATINGDEGREE
DAYSDAY WERE 20 AND LOWERRESPECTIVELYTHAN THE PRIORYEAR

CUSTOMER CHOICE ALLCOMED CUSTOMERSCUSTOMER HAVE THE CHOICE TOPURCHASEENERGYFROM COMPETITIVEELECTRICGENERATIONSUPPLIERTHISTHI CHOICE

DOESDOE NOT IMPACTTHE VOLUME OFDELIVERIESDELIVERIE BUT AFFECTSAFFECT REVENUE COLLECTEDFROMCUSTOMERSCUSTOMER RELATEDTOSUPPLIEDENERGY AND GENERATIONSERVICE AS OF

DECEMBER 31 2006 ONE COMPETITIVEELECTRICGENERATIONSUPPLIERHAD BEEN GRANTEDAPPROVALTOSERVE RESIDENTIALCUSTOMERSCUSTOMER IN THE COMED SERVICE

TERRITORYHOWEVERTHEYARE NOTCURRENTLYSUPPLYINGELECTRICITYTOANY RESIDENTIALCUSTOMERSCUSTOMER

FOR 2006 AND 2005 23 AND 21 RESPECTIVELYOFENERGYDELIVERED TOCORNEDSCORNED RETAILCUSTOMERSCUSTOMER WAS PROVIDEDBY COMPETITIVEELECTRIC

GENERATIONSUPPLIERSSUPPLIER MOSTOFTHE CUSTOMERSCUSTOMER PREVIOUSLYRECEIVINGENERGY UNDERTHE PPO ARE NOW ELECTINGEITHERTOBUYTHEIRPOWER FROM

COMPETITIVEELECTRICGENERATIONSUPPLIEROR FROMCOMED UNDERBUNDLED RATESRATE

LH CUSTOMERSCUSTOMER PUR ENERGY FROM COMPETITIVEELECTRICGENERATIONSUPPLIER
VOLUME GWHSGWH 20787 19310
PERCENTAGEOFTOTALRETAILDELIVERIESDELIVERIE 23 21

RETAIL CUSTOMERSCUSTOMER PURCHASINGENERGYFROM COMPETITIVEELECTRICGENERATIONSUPPLIEROR THE COMED PPO

NUMBER OFCUSTOMERSCUSTOMER AT PENODEND 20 300 21 300

PERCENTAGEOFTQ RETAILCUSTOMERSCUSTOMER

VOLUME GWHSGWH 25521 30905
PERCENTAGEOFTOTALRETAILDELIVERIESDELIVERIE 28 33

ONE GWH IS THE EQUIVALENTOF ONE MILLION IQ KWH
LESSLES THAN ONE PERCENT

VOLUME REVENUESREVENUE WERE HIGHERIN 2006 COMPAREDTO2005 DUE PRIMARILYTOAN INCREASE IN DELIVERIESDELIVERIE EXCLUDINGTHE EFFECTSEFFECT OFWEATHERDUE TO

AN INCREASED NUMBER OFCUSTOMERSCUSTOMER

RATE CHANGESCHANGEAND MIX THE INCREASE IN REVENUE RELATEDTORATEAND MIX CHANGESCHANGE REPRESENTSREPRESENTDIFFERENCESDIFFERENCE IN YEAROVERYEAR CONSUMPTION
BETWEEN VARIOUSVARIOU CUSTOMERCLASSESCLASSE OFFSETBY DECLINE IN THE CTC PAIDBY CUSTOMERSCUSTOMER OFCOMPETITIVEELECTRICGENERATIONSUPPLIERSSUPPLIERDUE TOTHE

INCREASE IN MARKET ENERGY PRICESPRICETHE AVERAGE RATEPAIDBY VARIOUSVARIOU CUSTOMERSCUSTOMER IS DEPENDENTON THE AMOUNT AND TIME OFDAYTHATTHE POWER IS

CONSUMED CHANGESCHANGE IN CUSTOMERCONSUMPTIONPATTERNSPATTERN INCLUDINGINCREASED USAGE CAN RESULTIN AN OVERALLDECREASE IN THE AVERAGE RATEEVEN

THOUGHTHE TARIFFOR RATESCHEDULE REMAINSREMAIN UNCHANGEDUNDER CURRENTILLINOISILLINOI LAWNO 5H WILLBE COLLECTEDAFTER2006 STARTINGIN JANUARY2007
COMED BEGANCOLLECTINGREVENUESREVENUE CONSISTENTWITH THE APPROVEDICC ORDERSORDER IN THE PROCUREMENTCASE AND THE RATE CASE SEE NOTE OFTHE

COMBINED NOTESNOTE TOTHE CONSOLIDATED FINANCIAL STATEMENTSSTATEMENT FORMORE INFORMATION

WHOLESALEAND MISCELLANEOUSMISCELLANEOU REVENUESREVENUE THE WHOLESALEAND MISCELLANEOUSMISCELLANEOU REVENUESREVENUE INCREASE PRIMARILYREFLECTSREFLECTAN INCREASE IN TRANSMISSION

REVENUE REFLECTINGINCREASED PEAKAND KWH LOADWITHINTHE COMED SERVICETERRITORY

MARKTOMARKET CONTRACTSCONTRACT MARKTOMARKET CONTRACTSCONTRACT PRIMARILYREFLECT MARKTOMARKET LOSSLOS ASSOCIATED WITH ONE WHOLESALECONTRACTTHAT

HAD PREVIOUSLYBEEN RECORDEDAS NORMALSALE UNDER SFASSFA NO 133 IN 2005 THISTHI CONTRACTEXPIRESEXPIRE IN DECEMBER 2007
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PURCHASED POWER EXPENSE THE CHANGESCHANGE IN PURCHASEDPOWER EXPENSE FOR2006 COMPAREDTO2005 CONSISTED OFTHE FOLLOWING

INCREASE

DE

PRICESPRICE 135
WEATHER 111
CUSTOMER CHOICE 56
PJM TRANSMISSION

VOLUME 42

SECA RATESRATE

DECREASE IN PURCHASEDPOWEREXPENSE 22

PRICESPRICE PURCHASED POWER DECREASED DUE TOTHE DECREASE IN CONTRACTEDENERGY PRICESPRICE UNDERTHE PPA THATCOMED HAD WITHGENERATION THE

PPA CONTRACTWAS ENTERED INTO IN MARCH 2004 AND REFLECTEDFORWARDPOWER PRICESPRICE IN EXISTENCE AT THATTIME THE PPA TERMINATED AT THE END OF2006

AND WAS REPLACEDWITHTHE REVERSEAUCTION PROCESSPROCES IN 2007 WHICH WAS APPROVEDBYTHE SEE NOTE OFTHE COMBINED NOTESNOTE TOCONSOLIDATED

FINANCIAL STATEMENTSSTATEMENT FORMORE INFORMATIONON THE REVERSEAUCTION PROCESSPROCES

WEATHER THE DECREASE IN PURCHASEDPOWER EXPENSE ATTRIBUTABLETOWEATHER WAS DUE TOUNFAVORABLEWEATHER CONDITIONSCONDITION IN THE CORNED

SERVICETERRITORYRELATIVETOTHE PRIORYEAR

CUSTOMER CHOICE THE DECREASE IN PURCHASEDPOWER EXPENSE FROMCUSTOMERCHOICE WAS PRIMARILYDUE TOMORE COMED NONRESIDENTIAL

CUSTOMERSCUSTOMER ELECTINGTOPURCHASEENERGYFROM COMPETITIVEELECTRICGENERATIONSUPPLIER

PJM TRANSMISSION THE DECREASE IN PJM TRANSMISSION EXPENSE REFLECTSREFLECT DECREASE IN ANCILLARYCHARGESCHARGEPARTIALLYOFFSETBY INCREASED PEAK
DEMAND AND CONSUMPTIONBYCORNEDSUPPLIEDCUSTOMERSCUSTOMER

VOLUME THE AMOUNT OFPURCHASEDPOWERATTRIBUTABLETOVOLUME INCREASED AS RESULTOFINCREASED USAGE BYCORNEDSUPPLIEDCUSTOMERSCUSTOMER ON

WEATHERNORMALIZED BASISBASI VERSUSVERSU THE SAME PERIODIN 2005

SECA RATESRATE EFFECTIVEDECEMBER 2004 PJM BECAME OBLIGATEDTOPAY SECA COLLECTIONSCOLLECTIONTOCOMED AND COMED BECAME OBLIGATEDTO PAY
SEGA CHARGESCHARGE THESE CHARGESCHARGE WERE BEINGCOLLECTEDSUBJECTTOREFUNDAS THEYARE BEINGDISPUTEDAS RESULTOFCURRENTEVENTSEVENT RELATEDTOSECA

DISPUTESDISPUTE DURINGTHE FIRSTQUARTEROF 2006 CORNED INCREASED ITSRESERVE FORAMOUNTSAMOUNT TO BE REFUNDED CORNED RECORDEDSECA COLLECTIONSCOLLECTIONAND

PAYMENTSPAYMENT ON NET BASISBASI THROUGHPURCHASEDPOWER EXPENSE AS CORNED WAS NET COLLECTOROF SECA CHARGESCHARGETHE 2005 PURCHASEDPOWER

EXPENSE WHICH REFLECTED FULLYEAR OFSECA COLLECTIONSCOLLECTIONWAS LOWERTHAN 2006 WHICH REFLECTEDONLYTHREEMONTHSMONTH OFSECA COLLECTIONSCOLLECTIONDUE TOTHE

EXPIRATIONOFSEGA CHARGESCHARGEON MARCH 31 2006 SEE NOTE OFTHE COMBINED NOTESNOTE TOCONSOLIDATED FINANCIAL STATEMENTSSTATEMENT FORMORE INFORMATIONON

THE SECA RATESRATE
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OPERATINGAND MAINTENANCE EXPENSETHE CHANGESCHANGEIN OPERATINGAND MAINTENANCE EXPENSE FOR2006 COMPAREDTO2005 CONSISTED OFTHE

FOLLOWING

INCREASE

DE

RATEORDER 201
FRINGEBENEFITSBENEFIT 43

SEVERANCERELATEDEXPENSESEXPENSE 17

WAGESWAGE AND SALARIESSALARIE 17

CUSTOMERSCUSTOMER AFFORDABLERELIABLE ENERGYCARE PROGRAM

ENVIRONMENTAL COSTSCOST

RENT AND LEASE EXPENSE
STORM COSTSCOST

PSEG MERGER INTEGRATIONCOSTSCOST

OTHER

DECREASE IN OPERATINGAND MAINTENANCEEXPENSE

AS RESULTOFTHE JULY2006 RATEORDERAND THE DECEMBER 2006 ICC ORDERON REHEARINGCORNED RECORDEDONETIME BENEFITSBENEFIT ASSOCIATED WITH REVERSINGPREVIOUSLY
INCURREDEXPENSESEXPENSE INCLUDINGMGP COSTSCOST SEVERANCE COSTSCOST AND PROCUREMENTCASE COSTSCOST SEE NOTESNOTE AND 18 OFTHE COMBINED NOTESNOTE TO CONSOLIDATEDFINANCIAL STATEMENTSSTATEMENT

FORADDITIONALINFORMATION

REFLECTSREFLECT INCREASESINCREASE IN VARIOUSVARIOU FRINGEBENEFITSBENEFIT INCLUDINGINCREASED STOCKBASED COMPENSATIONEXPENSE OF24 MILLION PRIMARILYDUE TO THE ADOPTIONOF SFASSFA NO 123A ON

JANUARY 2006 AND INCREASED PENSIONAND OTHERPOSTRETIREMENTBENEFITSBENEFIT COSTSCOST OF14 MILLION

SEE NOTE OFTHE COMBINED NOTESNOTE TOTHE CONSOLIDATED FINANCIAL STATEMENTSSTATEMENT FORADDITIONAL INFORMATION

IMPAIRMENTOF GOODWILL COMED PERFORMSPERFORMAN ASSESSMENT OFGOODWILLFORIMPAIRMENTAT LEASTANNUALLYOR MORE FREQUENTLYIF EVENTSEVENT OR

CIRCUMSTANCESCIRCUMSTANCE INDICATE THATGOODWILLMIGHTBE IMPAIRED THE ASSESSMENT COMPARESCOMPARE THE CARRYINGVALUE OFGOODWILLTOTHE ESTIMATED FAIRVALUE OF

GOODWILLAS OF POINTIN TIME THE ESTIMATED FAIRVALUE INCORPORATESINCORPORATEMANAGEMENTSMANAGEMENT ASSESSMENT OFCURRENTEVENTSEVENT AND EXPECTEDFUTURECASH FLOWSFLOW

SEE NOTE OFTHE COMBINED NOTESNOTE TOTHE CONSOLIDATED FINANCIAL STATEMENTSSTATEMENT FORADDITIONAL INFORMATION DURINGTHE THIRDQUARTEROF2006 COMED

COMPLETEDAN INTERIM ASSESSMENT OFGOODWILLFORIMPAIRMENTPURPOSESPURPOSE TOREFLECTTHE ADVERSE AFFECTSAFFECT OFTHE ICCSICC JULY2006 RATEORDER THE TEST

INDICATED THATCOMEDSCOMED GOODWILLWAS IMPAIREDAND CHARGEOF776 MILLION WAS RECORDED COMEDSCOMED 2006 ANNUAL GOODWILLIMPAIRMENTASSESSMENT

PERFORMEDIN THE FOURTHQUARTERRESULTEDIN NO ADDITIONAL IMPAIRMENTAFTERREFLECTINGTHE IMPAIRMENTCORNED HAD APPROXIMATELY27 BILLIONOF

REMAININGGOODWILLAS OFDECEMBER 31 2006

DURINGTHE FOURTHQUARTEROF2005 COMED COMPLETEDTHE ANNUALLYREQUIREDASSESSMENT OFGOODWILLFORIMPAIRMENTPURPOSESPURPOSE THE 2005 TEST

INDICATED THATCOMEDSCOMED GOODWILLWAS IMPAIREDAND CHARGEOF12 BILLIONWAS RECORDEDTHE 2005 IMPAIRMENTWAS DRIVEN BY CHANGESCHANGE IN THE FAIR

VALUE OFCOMEDSCOMED PPA WITHGENERATIONTHE UPCOMINGEND OFCOMEDSCOMED TRANSITIONPERIODAND RELATEDTRANSITIONREVENUESREVENUE REGULATORYUNCERTAINTYIN

ILLINOISILLINOI AS OFNOVEMBER 2005 ANTICIPATEDINCREASESINCREASE IN CAPITALEXPENDITURESEXPENDITUREIN FUTUREYEARSYEAR AND DECREASESDECREASE IN MARKET VALUATIONSVALUATION OFCOMPARABLE
COMPANIESCOMPANIE THATARE UTILIZEDTOESTIMATE THE FAIRVALUE OFCOMED

DEPRECIATIONAND AMORTIZATION EXPENSE THE CHANGESCHANGEIN DEPRECIATIONAND AMORTIZATIONEXPENSE FOR2006 COMPAREDTO2005 CONSISTED OF

THE FOLLOWING

INCREASE

DE

DEPRECIATIONEXPENSE ASSOCIATED WITHHIGHERPLANTBALANCESBALANCE 12
OTHER AMORTIZATIONEXPENSE

IN DEPRECIATIONAND AMORTIZATION EXPENSE
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IN 2007 CORNEDSCORNED AMORTIZATIONWILLREFLECTTHE ELIMINATION OFTHE RECOVERABLETRANSITIONCOSTSCOST REGULATORYASSET AND THE INITIALAMORTIZATIONOF

THE VARIOUSVARIOU REGULATORYASSETSASSET AUTHORIZED BYTHE ICC IN ITSJULYAND DECEMBER 2006 ORDERSORDER SEE NOTESNOTE 18 AND 19 OFTHE COMBINED NOTESNOTE OFTHE

CONSOLIDATED FINANCIAL STATEMENTSSTATEMENT FORMORE INFORMATION

TAXESTAXE OTHER THAN INCOME TAXESTAXE OTHERTHAN INCOME REMAINED CONSTANTIN 2006 COMPAREDTO2005

INTEREST EXPENSE NET THE INCREASE IN INTERESTEXPENSE NET IN 2006 COMPAREDTO2005 PRIMARILYRESULTEDFROM HIGHERDEBT BALANCESBALANCE AND

HIGHERINTERESTRATESRATE IN 2007 COMEDSCOMED INTERESTEXPENSE NET WILLREFLECTTHE INITIALAMORTIZATIONOFTHE REGULATORYASSET RELATEDTOTHE EARLYDEBT

RETIREMENTCOSTSCOST AUTHORIZED BYTHE ICC IN ITSJULY2006 ORDER SEE NOTESNOTE 18 AND 19 OFTHE COMBINED NOTESNOTE OFTHE CONSOLIDATED FINANCIAL

STATEMENTSSTATEMENT FORMORE INFORMATION

OTHER NET THE CHANGESCHANGE OTHERNET FOR2006 COMPAREDTO2005 CONSISTEDOFTHE FOLLOWING

INCREASE

DE
RATEORDER 87

LOSSLOS ON SETTLEMENTOF2005 CASHFLOW SWAPSSWAP 15

SALE OFRECEIVABLEIN 200
LOSSLOS ON DISPOSITIONOFASSETSASSET AND INVESTMENTSINVESTMENT NET

OTHER
INCREASE IN OTHERNET

AS RESULTOFTHE JULY2006 ICC RATEORDERCORNED RECORDED ONETIME BENEFIT ASSOCIATED WITH REVERSINGPREVIOUSLYINCURREDEXPENSESEXPENSE TO RETIREDEBT EARLYSEE NOTESNOTE

18 AND 19 OF THE COMBINED NOTESNOTE TO THE CONSOLIDATED FINANCIAL STATEMENTSSTATEMENT FORADDITIONALINFORMATION

INCOME TAXESTAXE THE EFFECTIVEINCOME TAX RATEWAS 1336 AND 1160 FOR2006 AND 2005 RESPECTIVELYTHE GOODWILLIMPAIRMENTCHARGESCHARGE
INCREASED THE EFFECTIVEINCOME TAX RATEBY 816 IN 2006 AND DECREASED THE EFFECTIVEINCOME TAX RATEBY 1350 IN 2005 SEE NOTE 12 OFTHE

COMBINED NOTESNOTE TOCONSOLIDATED FINANCIAL STATEMENTSSTATEMENT FORFURTHERDETAILSDETAIL OFTHE COMPONENTSCOMPONENTOFTHE EFFECTIVEINCOME TAX RATESRATE

CUMULATIVE EFFECTOF CHANGEIN ACCOUNTINGPRINCIPLE THE CUMULATIVE EFFECTOF CHANGEIN ACCOUNTINGPRINCIPLEREFLECTSREFLECTTHE IMPACTOF

ADOPTINGFIN 47 AS OFDECEMBER 31 2005 SEE NOTE 13 OFTHE COMBINED NOTESNOTE TOCONSOLIDATED FINANCIAL STATEMENTSSTATEMENT FORFURTHERDISCUSSION OFTHE

ADOPTIONOFFIN 47
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ELECTRIC OPERATINGSTATISTICSSTATISTIC AND REVENUE DETAIL

RETAIL LIV GWHSGWH

FULL SERVICE
RESIDENTIAL

SMALL COMMERCIAL INDUSTRIAL
LARGECOMMERCIAL INDUSTRIAL

PUBLIC AUTHORITIESAUTHORITIE ELECTRICRAILROADSRAILROAD

TOTALFULLSERVICE

PPO

SMALL COMMERCIAL INDUSTRIAL

LARGECOMMERCIAL INDUSTRIAL

DELIVERY
SMALL COMMERCIAL INDUSTRIAL

LARGECOMMERCIAL INDUSTRIAL

TOTAL PPO AND DELIVERYONLY
TOTAL RETAILDELIVERIESDELIVERIE

ELECTRIC REVENUE

FULL SERVICE8
RESIDENTIAL

SMALL COMMERCIAL INDUSTRIAL

LARGECOMMERCIAL INDUSTRIAL

PUBLIC AUTHORITIESAUTHORITIE ELECTRICRAILROADSRAILROAD

TOTALFULLSERVICE

SMALL COMMERCIAL INDUSTRIAL

LARGECOMMERCIAL RQIA

DELIVERYLY
SMALL COMMERCIAL INDUSTRIAL

LARGECOMMERCIAL INDUSTRIAL

TOTALPPO AND DELIVERYONLY
TOTAL ELECTRIC RETAILREVENUESREVENUE

WHOLESALE AND LANEOUSLANEOU REVENUE

MARKTOMARKET CONTRACTSCONTRACT

TOTAL OPERATINGREVENUESREVENUE

UH UH

28330 30042 1712 57
24 122 21 378 744 128
10336 7904 2432 308

UH 57
UH 58

2475 5591 3116 557
9U 37 62

592

5505 5677 172 30
UH 121
31 76

53 17
36

UH

2584 131 51
1871 211 126

408 155 380

38
50

178 385 207 538
20 60
41 568

85 95 10 105
06
44

5590 5776 186 32
516 488 28 57

NM

UH UH

FULLSERVICE REFLECTSREFLECTDELIVERIESDELIVERIE TOCUSTOMERSCUSTOMER TAKINGELECTRICSERVICE UNDER TARIFFEDRATESRATE

DELIVERYONLYSERVICE REFLECTSREFLECTCUSTOMERSCUSTOMER ELECTINGTORECEIVE GENERATIONSERVICEFROM COMPETITIVEELECTRICGENERATIONSUPPLIER

2006

2453
1882

563

FULLSERVICE REVENUE REFLECTSREFLECTDELIVERIESDELIVERIE TOCUSTOMERSCUSTOMER TAKINGELECTRICSERVICE UNDERTARIFFEDRATESRATE WHICH INCLUDE THE COSTOFENERGY AND THE COSTOFTHE TRANSMISSION AND THE
DISTRIBUTIONOFTHE ENERGY
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REVENUESREVENUE FROMCUSTOMERSCUSTOMER CHOOSINGTHE PPO INCLUDE AN ENERGY CHARGEAT MARKET RATESRATE TRANSMISSION AND DISTRIBUTIONCHARGESCHARGE AND GIG THROUGHDECEMBER 2006

DELIVERYONLYREVENUESREVENUE REFLECTREVENUE UNDER TARIFFRATESRATE FROMCUSTOMERSCUSTOMER ELECTINGTO RECEIVE ELECTRICITYFROM COMPETITIVEELECTRICGENERATIONSUPPLIERWHICH INCLUDESINCLUDE
DISTRIBUTIONCHARGEAND GIG THROUGHDECEMBER 2006

WHOLESALE AND MISCELLANEOUSMISCELLANEOU REVENUESREVENUE INCLUDE TRANSMISSION REVENUE INCLUDINGREVENUE FROM PJM SALESSALE TO MUNICIPALITIESMUNICIPALITIEAND OTHERWHOLESALE ENERGY SALESSALE
NOT MEANINGFUL

RESULTSRESULT OF OPERATIONSPECO

FAVORABLE

UNFAVORABLE
UH

OPERATINGREVENUESREVENUE 168 258

OPERATINGEXPENSESEXPENSE
PURCHASEDPOWER AND FUEL 702 15 187
OPERATINGAND MAINTENANCE 628 549 79
DEPRECIATIONAND IZATIO 710 566 144
TAXESTAXE OTHERTHAN INCOME 31

TOTALOPERATINGEXPENSE 44
OPERATINGINCOME 18
OTHER INCOME AND DEDUCTIONSDEDUCTION

INTERESTEXPENSE NET 266 279 13

EQUITYIN OFUNCONSOLIDATEDAFFILIATESAFFILIATE 16
OTHERNET

TOTALOTHERINCOME AND DEDUCTIONSDEDUCTION 28
INCOME BEFORE INCOME TAXESTAXE AND CUMULATIVE EFFECTOF CHANGEIN ACCOUNTINGPRINCIPLE 621 767 146
INCOME TAXESTAXE UH

INCOME BEFORE CUMULATIVE EFFECTOF CHANGEIN ACCOUNTINGPRINCIPLE 441 520 79
CUMULATIVE EFFECTOF CHANGEIN ACCOUNTINGPRINCIPLE
NET INCOME 441 517 76
PREFERREDSTOCKIV

NET INCOME ON COMMON STOCK UH UH

NET INCOME PECOSPECO NET INCOME IN 2006 DECREASED PRIMARILYDUE TOHIGHERCTC AMORTIZATIONAND HIGHEROPERATINGAND MAINTENANCE

EXPENSE WHICH REFLECTEDHIGHERSTORM COSTSCOST PARTIALLYOFFSETTINGTHESE FACTORSFACTOR WERE HIGHERREVENUESREVENUE NET OFPURCHASEDPOWER AND FUELEXPENSE
HIGHERNET REVENUESREVENUE REFLECTEDCERTAINAUTHORIZED ELECTRICRATEINCREASESINCREASE INCLUDINGSCHEDULED CTC RATEINCREASEPARTIALLYOFFSETBYLOWERNET

ELECTRICAND GAS REVENUESREVENUE AS RESULTOFUNFAVORABLEWEATHER RELATIVETOTHE PRIORYEAR THE INCREASESINCREASE IN CTC AMORTIZATIONEXPENSE AND CTC RATESRATE

WERE IN ACCORDANCEWITH PECOSPECO 1998 RESTRUCTURINGSETTLEMENTWITHTHE PAPUC THE INCREASE IN CTC AMORTIZATIONEXPENSE EXCEEDED THE

INCREASE IN CTC REVENUESREVENUE
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OPERATINGREVENUESREVENUE THE CHANGESCHANGEIN PECOSPECO OPERATINGREVENUESREVENUE FOR2006 COMPAREDTO2005 CONSISTED OFTHE FOLLOWING

TOTAL

INCREASE
GAS DE

RATE INCREASESINCREASE 237 127 364

CUSTOMER CHOICE 62 62

UNBILLEDREVENUECHANGE IN ESTIMATE 35 AS
VOLUME 20 10 10

WEATHER 91 130 221
OTHER RATECHANGESCHANGEAND MIX 10 10

RETAIL REVENUE JJ
WHOLESALE AND MISCELLANEOUSMISCELLANEOU REVENUESREVENUE

DECREASEIN OPERATINGREVENUESREVENUE 58

RATE INCREASESINCREASE THE INCREASE IN ELECTRICREVENUESREVENUE ATTRIBUTABLETOELECTRICRATEINCREASESINCREASE REFLECTSREFLECTSCHEDULED CTC AND GENERATIONRATE

INCREASESINCREASE IN ACCORDANCEWITH PECOSPECO 1998 RESTRUCTURINGSETTLEMENTWITHTHE PAPUC AND THE ELIMINATION OFTHE AGGREGATE200 MILLIONELECTRIC

DISTRIBUTIONRATEREDUCTIONSREDUCTION OVER THE PERIODJANUARY 2002 THROUGHDECEMBER 31 2005 APPROXIMATELY40 MILLION IN 2005 RELATEDTOTHE

PAPUCSPAPUC APPROVALOFTHE MERGERBETWEEN PECO AND CORNED ON JANUARY 2007 SCHEDULED ELECTRICGENERATIONRATEINCREASE TOOKEFFECT
WHICH REPRESENTSREPRESENTTHE LASTSCHEDULED RATEINCREASE THROUGH2010 UNDER PECOSPECO 1998 RESTRUCTURINGSETTLEMENT THISTHI RATEINCREASE WILLNOTAFFECT

OPERATINGINCOME AS PECO WILLINCUR CORRESPONDINGAND OFFSETTINGPURCHASEDPOWER EXPENSESEXPENSE UNDERITSPPA WITH GENERATION THE INCREASE IN GAS
REVENUESREVENUE WAS DUE TONET INCREASESINCREASE IN RATESRATE THROUGHPAPUCAPPROVEDQUARTERLYCHANGESCHANGE TOTHE PURCHASEDGAS ADJUSTMENTCLAUSE THE AVERAGE

PURCHASEDGAS COSTRATEPERMILLION CUBIC FEET IN EFFECTFORTHE TWELVEMONTHSMONTH ENDED DECEMBER 31 2006 WAS 30 HIGHERTHAN THE AVERAGE RATEFOR

THE SAME PERIODIN 2005 WHILE PECOSPECO AVERAGE PURCHASEDGAS COST RATEWAS HIGHERIN 2006 COMPAREDTO2005 QUARTERLYCHANGESCHANGETO PURCHASED
GAS COST RATESRATE SINCE MARCH 2006 HAVE RESULTEDIN DECREASESDECREASE TOTHE RATESRATE WITHTHE SEPTEMBER 2006 AND DECEMBER 2006 RATEDECREASESDECREASE

RESULTINGIN LOWERRATESRATE IN 2006 COMPAREDTOCOMPARABLEPERIODSPERIOD IN 2005 THISTHI TRENDWILLCONTINUEINTOTHE FIRSTQUARTEROF2007 DURINGTHE PEAKOF

PECOSPECO WINTERHEATINGSEASON AS FIRSTQUARTER2007 RATESRATE WILLBE SIGNIFICANTLYLOWERTHAN FIRSTQUARTER2006 RATESRATE

CUSTOMER CHOICE ALLPECO CUSTOMERSCUSTOMER HAVE THE CHOICE TOPURCHASEENERGYFROM COMPETITIVEELECTRICGENERATIONSUPPLIERTHISTHI CHOICE DOESDOE

NOT IMPACTTHE VOLUME OFDELIVERIESDELIVERIE BUT AFFECTSAFFECT REVENUE COLLECTEDFROMCUSTOMERSCUSTOMER RELATEDTOSUPPLIEDENERGY AND GENERATIONSERVICE PECOSPECO

OPERATINGINCOME IS NOTAFFECTEDBY CUSTOMERCHOICE SINCE ANY INCREASE OR DECREASE IN REVENUESREVENUE IS COMPLETELYOFFSETBY ANY RELATEDINCREASE OR

DECREASE IN PURCHASEDPOWER EXPENSE

FOR 2006 AND 2005 AND RESPECTIVELYOFENERGY DELIVEREDTO PECOSPECO RETAILCUSTOMERSCUSTOMER WAS PROVIDEDBYCOMPETITIVEELECTRIC

GENERATIONSUPPLIERSSUPPLIER

RETAILCUSTOMERSCUSTOMER PURCHASINGENERGYFROM ITIVEH ELECTRICGENERATIONSUPPLIER
NUMBER OFCUSTOMERSCUSTOMER AT PERIODEND 34400 44500
PERCENTAGEOFTQTRETAILCUSTOMERSCUSTOMER

VOLUME GWHSGWH 767 2094
PERCENTAGEOFTOTALRETAILDELIVERIESDELIVERIE

ONE GWH IS THE EQUIVALENTOFONE MILLION LOW KWH
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THE INCREASE IN ELECTRICRETAILREVENUE ASSOCIATED WITH CUSTOMERCHOICE REFLECTEDCUSTOMERSCUSTOMER FROMALLCUSTOMERCLASSESCLASSE RETURNINGTOPECO AS

THEIRELECTRICSUPPLIERAS RESULTOF RISINGWHOLESALEENERGYPRICESPRICE AND NUMBER OFCOMPETITIVEELECTRICGENERATIONSUPPLIERSSUPPLIEREXITINGTHE MARKET

DURING2005 AND 2006

UNBILLED REVENUECHANGEIN ESTIMATE IN THE FOURTHQUARTEROF2006 PECO RECORDED 35 MILLION INCREASE TO UNBILLEDELECTRICREVENUESREVENUE

ASSOCIATED WITH CHANGEIN ESTIMATE IN THE AMOUNT OFREVENUE RECOGNIZEDALTHOUGHUNBILLEDAT THE END OF2006 AS DISCUSSED UNDERCRITICAL

ACCOUNTINGPOLICIESPOLICIE AND ESTIMATESESTIMATE THE NATUREOFTHE UNBILLEDREVENUE CALCULATIONIS INHERENTLYAN ESTIMATION PROCESSPROCES AS RESULTOFEXELONSEXELON

INTEGRATIONEFFORTSEFFORTASSOCIATED WITH ITSTHENPENDINGMERGERWITH PSEG ANALYSESANALYSE RECEIVED FROM THIRDPARTYCONSULTANTAND PECOSPECO

IMPLEMENTATIONOF NEW CUSTOMER INFORMATIONMANAGEMENTSYSTEMIN THE FOURTHQUARTER2006 PECO RECEIVED NEW INFORMATIONWITH WHICH TO
BETTERANALYZETHE DATA UNDERLYINGITSUNBILLEDREVENUE CALCULATIONTHISTHI AMOUNT IS PARTIALLYOFFSETBY 14 MILLION INCREASE IN PURCHASEDPOWER
EXPENSE AS NOTED BELOW

VOLUME THE INCREASE IN ELECTRICREVENUESREVENUE WAS PRIMARILYAS RESULTOFHIGHERDELIVERYVOLUMEEXCLUSIVE OFTHE EFFECTSEFFECT OFWEATHER AND

CUSTOMERCHOICEPRIMARILYDUE TOAN INCREASED NUMBER OFCUSTOMERSCUSTOMER IN THE RESIDENTIALAND SMALL COMMERCIAL AND INDUSTRIALCLASSESCLASSE THE DECREASE

IN GAS REVENUESREVENUE ATTRIBUTABLETOLOWERDELIVERYVOLUMEEXCLUSIVE OFTHE EFFECTSEFFECT OFWEATHERWAS PRIMARILYDUE TO DECREASED CUSTOMERUSAGE WHICH

IS CONSISTENTWITH RISINGGAS PRICESPRICE

WEATHER THE DEMAND FORELECTRICITYAND GAS IS AFFECTEDBYWEATHERCONDITIONSCONDITION WITH RESPECTTOTHE ELECTRICBUSINESSBUSINES VERYWARM WEATHER IN

SUMMER MONTHSMONTH AND WITH RESPECTTOTHE ELECTRICAND GAS BUSINESSESBUSINESSE VERYCOLDWEATHER IN OTHERMONTHSMONTH ARE REFERREDTOAS FAVORABLE WEATHER
CONDITIONSCONDITION BECAUSE THESE WEATHER CONDITIONSCONDITION RESULTIN INCREASED SALESSALE OFELECTRICITYAND GAS CONVERSELYMILD WEATHER REDUCESREDUCE DEMAND

REVENUESREVENUE WERE LOWERDUE TOUNFAVORABLEWEATHERCONDITIONSCONDITION IN PECOSPECO SERVICETERRITORYWHERE HEATINGAND COOLINGDEGREEDAYSDAY WERE 18 AND

15 LOWERRESPECTIVELYTHANTHE PRIORYEAR

OTHER RATECHANGESCHANGE AND MIX THE DECREASE IN ELECTRICREVENUESREVENUE ATTRIBUTABLETOOTHERRATECHANGESCHANGEAND MIX WAS PRIMARILYDUE TOINCREASED

LARGECOMMERCIAL AND INDUSTRIALSALESSALE WHICH ARE BILLEDAT LOWERRATESRATE RELATIVETOOTHERCUSTOMERCLASSESCLASSE AND LOWERRATESRATE FORCERTAINLARGE
COMMERCIAL AND INDUSTRIALCUSTOMERSCUSTOMER WHOSE RATESRATE REFLECTWHOLESALEENERGY PRICESPRICE WHICH WERE LOWERIN THE LATTERPARTOF2006 RELATIVETO2005

WHOLESALE AND MISCELLANEOUSMISCELLANEOU REVENUESREVENUE THE INCREASE IN ELECTRICREVENUESREVENUE WAS PRIMARILYDUE TO INCREASED PJM TRANSMISSION REVENUE AND
INCREASED SALESSALE OFENERGY INTOTHE PJM SPOTMARKET IF PECOSPECO ENERGYNEEDSNEED ARE LESSLES THAN THE DAILYAMOUNT SCHEDULEDTHE EXCESSEXCES IS SOLDINTOTHE
PJM SPOTMARKET REVENUESREVENUE FROMTHESE SALESSALE ARE REFLECTEDAS ADJUSTMENTSADJUSTMENTTOTHE BILLINGSBILLINGUNDER PECOSPECO PPA WITHGENERATION THE DECREASE IN

GAS REVENUESREVENUE WAS DUE TODECREASED OFFSYSTEMSALESSALE

PURCHASED POWER AND FUEL EXPENSE THE CHANGESCHANGE IN PECOSPECO PURCHASEDPOWER AND FUELEXPENSE FOR2006 COMPAREDTO2005 CONSISTED OF

THE FOLLOWING

TOTAL
INCREASE

GAS DE
PRICESPRICE 94 121 221
CUSTOMER CHOICE 62 62
PJM TRANSMISSION 31 31
UNBILLED REVENUECHANGEIN ESTIMATE 14 14
WEATHER 39 107 146
VOLUME 13
OTHER

INCREASE IN PURCHASEDPOWER AND FUELEXPENSE 186
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PRICESPRICE PECOSPECO PURCHASEDPOWER EXPENSE INCREASED 87 MILLIONCORRESPONDINGTOTHE INCREASE IN ELECTRICREVENUESREVENUE WHICH WAS ATTRIBUTABLETO

THE SCHEDULED PAPUCAPPROVEDGENERATIONRATEINCREASE IN ADDITIONPECOSPECO PURCHASEDPOWER EXPENSE INCREASED MILLION DUE TO CHANGEIN
THE MIX OFAVERAGE PRICINGRELATEDTO ITSPPA WITH GENERATION FUEL EXPENSE FORGAS INCREASED DUE TOHIGHERAVERAGE GAS PRICESPRICE SEE OPERATING
REVENUESREVENUE ABOVE

CUSTOMER CHOICE THE INCREASE IN PURCHASEDPOWEREXPENSE FROMCUSTOMERCHOICE WAS PRIMARILYDUE TOCUSTOMERSCUSTOMER FROM ALLCUSTOMER

CLASSESCLASSE RETURNINGTOPECO AS THEIRELECTRICSUPPLIERPRIMARILYAS RESULTOFRISINGWHOLESALEENERGY PRICESPRICEAND NUMBER OFCOMPETITIVEELECTRIC

GENERATIONSUPPLIERSSUPPLIEREXITINGTHE MARKET DURING2005 AND 2006

PJM TRANSMISSION THE INCREASE IN PJM TRANSMISSION EXPENSE REFLECTSREFLECTINCREASED PEAKDEMAND AND CONSUMPTIONBY PECOSUPPLIED
CUSTOMERSCUSTOMER DUE TOLOADGROWTHAS WELLAS AN INCREASE IN PECOSUPPLIED CUSTOMERSCUSTOMER DRIVEN BYMORE CUSTOMERSCUSTOMER CHOOSINGPECO FORSUPPLYDUE TO

COMPETITIVEELECTRICGENERATIONSUPPLIERSSUPPLIER HIGHERMARKET PRICESPRICE

UNBILLED REVENUECHANGE IN ESTIMATE IN THE FOURTHQUARTEROF2006 PECO RECORDED 14 MILLION INCREASE TOPURCHASEDPOWER ASSOCIATED

WITH CHANGEIN ESTIMATE FORUNBILLEDELECTRICREVENUE AS THE ENERGY COMPONENTOFTHE ESTIMATE CHANGEIS PASSEDONTOGENERATION

WEATHER THE DECREASE IN PURCHASEDPOWERAND FUELEXPENSE ATTRIBUTABLETOWEATHERWAS PRIMARILYDUE TO LOWERDEMAND AS RESULTOF

UNFAVORABLEWEATHER CONDITIONSCONDITION IN THE PECO SERVICETERRITORYRELATIVETOTHE PRIORYEAR

VOLUME THE INCREASE IN PURCHASEDPOWER EXPENSE ATTRIBUTABLETOVOLUMEEXCLUSIVE OFTHE EFFECTSEFFECT OFWEATHER AND CUSTOMERCHOICEWAS

PRIMARILYDUE TOAN INCREASED NUMBER OFCUSTOMERSCUSTOMER THE DECREASE IN GAS FUELEXPENSE ATTRIBUTABLETO VOLUMEEXCLUSIVE OFTHE EFFECTSEFFECT OFWEATHER
WAS PRIMARILYDUE TODECREASED CUSTOMERUSAGE WHICH IS CONSISTENTWITHRISINGGAS PRICESPRICE

OTHER THE INCREASE IN ELECTRICPURCHASEDPOWER EXPENSE WAS PRIMARILYDUE TO INCREASED ENERGY PURCHASESPURCHASEIN THE PJM SPOTMARKET

PECOSPECO ENERGY NEEDSNEED ARE GREATERTHANTHE DAILYAMOUNT SCHEDULEDTHE SHORTFALLIS SECURED THROUGHPURCHASESPURCHASEIN THE PJM SPOTMARKET THESE

ADDITIONAL COSTSCOST ARE REFLECTEDAS ADJUSTMENTSADJUSTMENTTOTHE BILLINGSBILLINGUNDER PECOSPECO PPA WITHGENERATION THE DECREASE IN GAS FUELEXPENSE WAS RELATEDTO

DECREASED OFFSYSTEMSALESSALE

OPERATINGAND MAINTENANCE EXPENSE THE CHANGESCHANGE IN OPERATINGAND MAINTENANCE EXPENSE FOR2006 COMPAREDTO2005 CONSISTED OFTHE

FOLLOWING

INCREASE

DE

STOIMCOSTSCOST 36
CONTRACTORSCONTRACTOR

AFLOWANCEFOR ACCOUNTSACCOUNT

FRINGEBENEFITSBENEFIT 11

SEVERANCERELATEDEXPENSESEXPENSE
PSEG MERGER INTEGRATIONCOSTSCOST

IN AND DAMAGESDAMAGE
ENVIRONMENTAL RESERVE

OTHER

INCREASE IN OPERATINGAND MAINTENANCE EXPENSE

REFLECTSREFLECT HIGHERPROFESSIONALFEESFEE INCLUDING MILLIONASSOCIATED WITH TAX CONSULTINGAND VARIOUSVARIOU OTHERINCREASESINCREASE SEE NOTE 18 OFTHE COMBINED NOTESNOTE TO CONSOLIDATED

FINANCIAL STATEMENTSSTATEMENT FORADDITIONAL INFORMATIONREGARDINGTAX CONSULTINGFEESFEE
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REFLECTSREFLECT THE FOLLOWINGFACTORSFACTORALLOF WHICH INCREASED EXPENSE IN 2006 AS COMPAREDTO2005 HIGHERAVERAGE ACCOUNTSACCOUNT RECEIVABLEBALANCESBALANCE IN 2006 COMPAREDTO2005

RESULTINGFROM INCREASED REVENUESREVENUE II CHANGESCHANGE IN PAPUCAPPROVED REGULATIONSREGULATIONRELATEDTOCUSTOMER PAYMENTTERMSTERM AND III AN INCREASE IN THE NUMBER OF LOWINCOME

CUSTOMERSCUSTOMER PARTICIPATINGIN CUSTOMERASSISTANCE PROGRAMSPROGRAM WHICH ALLOWFORTHE FORGIVENESSFORGIVENESOFCERTAINRECEIVABLESRECEIVABLE
REFLECTSREFLECT INCREASED STOCKBASED COMPENSATIONEXPENSE OF 11 MILLIONPRIMARILYDUE TOTHE ADOPTIONOFSFASSFA NO 123R ON JANUARY 2006

REPRESENTSREPRESENT SETTLEMENTRELATEDTO ONE SUPERFUNDSITE IN THE FIRSTQUARTEROF2006 SEE NOTE 18 OF THE COMBINED NOTESNOTE TOCONSOLIDATED FINANCIAL STATEMENTSSTATEMENT FORADDITIONAL
INFORMATION

DEPRECIATIONAND AMORTIZATION EXPENSETHE CHANGESCHANGEIN DEPRECIATIONAND AMORTIZATIONEXPENSE FOR2006 COMPAREDTO2005 CONSISTED OF

THE FOLLOWING

INCREASE

DE
CTC AMORTIZATION 146
ACCELERATEDAMORTIZATIONOFPECO BILLINGSYSTEM
OTHER DEPRECIATIONAND AMORTIZATIONEXPENSE
INCREASE IN DEPRECIATIONAND AMORTIZATIONEXPENSE

PECOSPECO ADDITIONALAMORTIZATIONOFTHE CTC IS IN ACCORDANCEWITH ITS ORIGINALSETTLEMENTUNDER THE PENNSYLVANIACOMPETITIONACT
IN JANUARY2005 AS PARTOF BROADERSYSTEMSSYSTEM STRATEGYATPECO ASSOCIATED WITH THE PROPOSEDMERGERWITH PSEG EXELONSEXELON BOARD OFDIRECTORSDIRECTOR APPROVEDTHE

IMPLEMENTATIONOF NEW CUSTOMERINFORMATIONAND BILLINGSYSTEMAT PECO THE APPROVALOFTHISTHI NEW SYSTEMREQUIREDTHE ACCELERATEDAMORTIZATIONOF PECOSPECO EXISTING
SYSTEMTHROUGH2006 AND THE RECOGNITIONOF ADDITIONALAMORTIZATIONEXPENSE OF13 MILLIONAND MILLIONIN 2005 AND 2006 RESPECTIVELYTHE NEW SYSTEMWAS

IMPLEMENTEDIN THE FOURTHQUARTER2006

TAXESTAXE OTHER THAN INCOME THE CHANGESCHANGE IN TAXESTAXE OTHERTHAN INCOME FOR2006 COMPAREDTO2005 CONSISTED OFTHE FOLLOWING

INCREASE

DE
TAXESTAXE ON UTILITYREVENUESREVENUE 14
STATEFRANCHISETAX ADJUSTMENTSADJUSTMENTIN AND 2005 10
REAL ESTATETAX ADJUSTMENTIN 00
SALESSALE AND USE TAX ADJUSTMENTSADJUSTMENTIN 2006 AND 2005

OTHER

INCREASE IN TAXESTAXE OTHERTHAN INCOME

AS THESE TAXESTAXE WERE COLLECTEDFROM CUSTOMERSCUSTOMER AND REMITTEDTO THE TAXINGAUTHORITIESAUTHORITIE AND INCLUDED IN REVENUESREVENUE AND EXPENSESEXPENSE THE INCREASE IN TAX EXPENSE WAS OFFSETBY
CORRESPONDINGINCREASE IN REVENUESREVENUE

REPRESENTSREPRESENTTHE REDUCTIONOFTAX ACCRUALSACCRUAL IN 2006 OF MILLIONFOLLOWINGSETTLEMENTSSETTLEMENT RELATEDTO PRIORYEAR TAXASSESSMENTSASSESSMENT AND THE 17 MILLION REDUCTIONOF AN ACCRUALIN

2005 RELATEDTOPRIORYEARSYEAR
REPRESENTSREPRESENTTHE REDUCTIONOF REALESTATETAX ACCRUALIN 2005 FOLLOWINGSETTLEMENTSSETTLEMENT RELATEDTO PRIORYEARTAX ASSESSMENTSASSESSMENT

INTEREST EXPENSENET THE DECREASE IN INTERESTEXPENSE NET FOR2006 COMPAREDTO2005 WAS PRIMARILYDUE TOSCHEDULED PAYMENTSPAYMENT ON

LONGTERMDEBT OWED TOPECO ENERGYTRANSITIONTRUST PETT PARTIALLYOFFSETBY AN INCREASE IN INTERESTEXPENSE ASSOCIATED WITHTHE SEPTEMBER
2006 ISSUANCE OF300 MILLION FIRSTMORTGAGEBONDSBOND HIGHERINTERESTRATESRATE ON VARIABLERATELONGTERMDEBT AND AN INCREASED AMOUNT OFCOMMERCIAL

PAPER OUTSTANDINGAT HIGHERRATESRATE

OTHERNET THE INCREASE IN OTHERNET FOR2006 COMPAREDTO2005 WAS PRIMARILYDUE TO INTERESTINCOME ASSOCIATED WITHAN INVESTMENT TAX
CREDITREFUNDOF11 MILLION AND INTERESTINCOME ASSOCIATED WITH RESEARCHAND DEVELOPMENTCREDITREFUNDOF10 MILLION IN 2006 SEE NOTE 19 OF
THE COMBINED NOTESNOTE TOTHE CONSOLIDATED FINANCIAL STATEMENTSSTATEMENT FORFURTHERDETAILSDETAIL OFTHE COMPONENTSCOMPONENTOFOTHERNET SEE NOTE 18 OFTHE COMBINED

NOTESNOTE TOTHE CONSOLIDATED FINANCIAL STATEMENT FORADDITIONAL INFORMATIONREGARDINGTHE INVESTMENT TAX CREDITAND RESEARCHAND DEVELOPMENTCREDIT

REFUNDSREFUND
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EQUITYIN LOSSESLOSSE OF UNCONSOLIDATED AFFILIATESAFFILIATE THE DECREASE IN EQUITYIN LOSSESLOSSE OFUNCONSOLIDATEDAFFILIATESAFFILIATE WAS RESULTOF DECREASE IN

NET INTERESTEXPENSE OF PETT DUE TOSCHEDULED REPAYMENTSREPAYMENTOFOUTSTANDINGLONGTERMDEBT

INCOME TAXESTAXE PECOSPECO EFFECTIVEINCOME TAX RATEWAS 290 FOR2006 COMPAREDTO322 FOR2005 THE LOWEREFFECTIVETAX RATEIN 2006

REFLECTSREFLECTINVESTMENT TAX CREDITAND RESEARCHAND DEVELOPMENTCREDITREFUNDSREFUND IN 2006 SEE NOTE 12 OFTHE COMBINED NOTESNOTE TOCONSOLIDATED FINANCIAL

STATEMENTSSTATEMENT FORFURTHERDETAILSDETAIL OFTHE COMPONENTSCOMPONENTOFTHE EFFECTIVEINCOME TAX RATESRATE

CUMULATIVE EFFECT OF CHANGEIN ACCOUNTINGPRINCIPLETHE CUMULATIVE EFFECTOF CHANGEIN ACCOUNTINGPRINCIPLEREFLECTSREFLECTTHE IMPACTOF

ADOPTINGFIN 47 AS OFDECEMBER 31 2005 SEE NOTE 13 OFTHE COMBINED NOTESNOTE TOCONSOLIDATED FINANCIAL STATEMENTSSTATEMENT FORFURTHERDISCUSSION OFTHE

ADOPTIONOFFIN 47

PECO ELECTRIC OPERATINGSTATISTICSSTATISTIC AND REVENUE DETAIL

PECOSPECO ELECTRICSALESSALE STATISTICSSTATISTIC AND REVENUE DETAILARE AS FOLLOWSFOLLOW

RETAIL LLV

LQ ICEE
RESIDENTIAL

SMALL MME DUS
LARGECOMMERCIAL INDUSTRIAL

PUBLICAUTHORITIESAUTHORITIE ELECTRICRAILROADSRAILROAD
TOTALFULLSERVICE

RESIDENTIAL

SMALL COMMERCIAL DUS
LARGECOMMERCIAL INDUSTRIAL

TOTALDELIVERYONLY
TOTAL RETAIL DELIVERIESDELIVERIE

UH UH

12796 13135 339 26
7818 8E 555 76

15898 15205 693 46

56 58
UH 23

61 334 273 81
671 257 586 46

46 930
L3 634

47 12

FUTTSERVICE REFLECTSREFLECTDETIVERIESDETIVERIE TOCUSTOMERSCUSTOMER TAKINGELECTRICSERVICE UNDER TARIFFEDRATESRATE

DELIVERYONLYSERVICE REFLECTSREFLECTCUSTOMERSCUSTOMER RECEIVINGELECTRICGENERATIONSERVICEFROM COMPETITIVEELECTRICGENERATIONSUPPLIER

ELECTRIC REVENUE

FULLRV1
RESIDENTIAL

LARGECOMMERCIAL INDUSTRIAL

LIC AUTHORITIESAUTHORITIE ELECTRICRAILROADSRAILROAD

TOTALFULLSERVICE

RESIDENTIAL

SMAILCOMMERCIAL INDUSTRIAL

LARGECOMMERCIAL INDUSTRIAL

TOTALDELIVERYONLY
TOTAL ELECTRIC RETAILREVENUESREVENUE

LESA MISCELLANEOUSMISCELLANEOU REVENUE

TOTAL ELECTRIC AND OTHER REVENUE

UH UH

1780 1705 75 44

943 818 125 153

1286 1173 113 96

12
UH 83

25 20 800
36 63 27 42

12 923
59 584K

UH 65

UH 12
UH 68

FULL SERVICE REVENUE REFLECTSREFLECTREVENUE FROMCUSTOMERSCUSTOMER TAKINGELECTRICSERVICE UNDERTARITFEDRATESRATE WHICH INCLUDESINCLUDE THE COSTOFENERGY THE COSTOFTHE TRANSMISSION AND THE

DISTRIBUTIONOFTHE ENERGY AND
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DELIVERYONLYREVENUE REFLECTSREFLECTREVENUE FROMCUSTOMERSCUSTOMER RECEIVINGGENERATIONSERVICEFROM COMPETITIVEELECTRICGENERATIONSUPPLIERWHICH INCLUDESINCLUDE DISTRIBUTIONCHARGE
AND
WHOLESALE AND MISCELLANEOUSMISCELLANEOU REVENUESREVENUE INCLUDETRANSMISSION REVENUE FROM PJM AND OTHERWHOLESALE ENERGY SALESSALE

PECOSPECO GAS SALESSALE STATISTICSSTATISTIC AND REVENUE DETAIL

PECOSPECO GAS SALESSALE STATISTICSSTATISTIC AND REVENUE DETAILWERE AS FOLLOWSFOLLOW

DELIVERIESDELIVERIE TO CUSTOMERSCUSTOMER IN MILLION CUBIC FEET MMCF

RETAIL SALESSALE

TRANSPORTATION
TOTAL

UH UH

50578 59751 173 15
UH 09

89 105

REVENUE

RETAILSALESSALE

TRANSPORTATION
RESALESRESALE AND OTHER

TOTAL GAS REVENUE

2006

770

16

UH

783
16

444
UH 26

YEAR ENDED DECEMBER31 2005 COMPAREDTO YEAR ENDED DECEMBER 31 2004

RESULTSRESULT OF OPERATIONSEXELON

RETT REVENUESREVENUE

OPERATINGEXPENSESEXPENSE
PURCHASEDPOWERAND FUELEXPENSE

OPERATINGAND MAINTENANCE EXPENSE

IMPAIRMENTOFGOODWILL
DEPRECIATIONAND AMORTIZATION
TAXESTAXE OTHERTHAN

TOTALOPERATINGEXPENSESEXPENSE

OPERATINGINCOME
OTHER INCOME AND DEDUCTIONSDEDUCTION

EXPENSE
INTERESTEXPENSE TOAFFILIATESAFFILIATENET

EQUITYIN TOSSESTOSSE OFUNCONSOLIDATEDAFFILIATESAFFILIATE

OTHERNET

TOTALOTHERINCOME AND DEDUCTIONSDEDUCTION

INCOME FROM CONTINUINGOPERATIONSOPERATION BEFORE INCOME TAXESTAXE AND MINORITYINTEREST

INCOME TAXESTAXE

INCOME FROM CONTINUINGOPERATIONSOPERATION BEFORE MINORITYINTEREST

1N INTEREST

INCOME FROM CONTINUINGOPERATIONSOPERATION
INCOME FROM DISCONTINUED OPERATIONSOPERATIONNET OF INCOME TASTESTASTE

INCOME BEFORE CUMULATIVE EFFECTOF CHANGEIN ACCOUNTINGPRINCIPLE
CUMULATIVEEFFECTOFCHANGESCHANGE IN ACCOUNTINGPRINCIPLESPRINCIPLE
NET INCOME

DILUTEDEARNINGSEARNINGPER SHARE
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FAVORABLE

UNFAVORABIE
UH

15357 14133 1224

5670 4929 741
3694 3700
1207 1207
1334 1295 39

18
UH
2724 3499 775

513 471 42
316 357 41

134 154 20

82 92

1895 2577 682
23

951 1864 913

951 1870 919

965 1841 876
42 65

UH

136 278 142
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NET INCOME NET INCOME FOR2005 REFLECTSREFLECTAN IMPAIRMENTCHARGEOF12 BILLIONASSOCIATED WITHCOMEDSCOMED GOODWILLAND LOSSESLOSSE OF42 MILLION

FORTHE CUMULATIVE EFFECTOFADOPTINGFIN 47 PARTIALLYOFFSETBYHIGHERREALIZEDPRICESPRICE ON MARKET SALESSALE AT GENERATION AND FAVORABLEWEATHER

CONDITIONSCONDITION IN THE CORNED AND PECO SERVICETERRITORIESTERRITORIE NET INCOME FOR2004 REFLECTSREFLECTINCOME OF32 MILLION FORTHE ADOPTIONOFIN 46A PARTIALLY
OFFSETBY LOSSLOS OF MILLION RELATEDTOTHE ADOPTIONOFEMERGINGISSUESISSUE TASK FORCE ITF ISSUE NO 0316 ACCOUNTINGFORINVESTMENTSINVESTMENT IN

LIMITED LIABILITYCOMPANIESCOMPANIE EITF 0316 SEE NOTE OFTHE COMBINED NOTESNOTE TOCONSOLIDATED FINANCIAL STATEMENTSSTATEMENT FORFURTHERINFORMATION

REGARDINGTHE ADOPTIONOFFIN 46R

OPERATINGREVENUESREVENUE OPERATINGREVENUESREVENUE INCREASED PRIMARILYDUE TO INCREASED REVENUESREVENUE AT CORNED AND PECO AND INCREASED REVENUESREVENUE

FROM NONAFFILIATESNONAFFILIATE AT GENERATION THE INCREASE IN REVENUESREVENUE AT COMED AND PECO WAS PRIMARILYDUE TOFAVORABLEWEATHERCONDITIONSCONDITION AN INCREASE

IN THE NUMBER OFCUSTOMERSCUSTOMER CHOOSINGCOMED OR PECO AS THEIRELECTRICSUPPLIERAND HIGHERTRANSMISSION REVENUESREVENUE PARTIALLYOFFSETBY DECREASED

CTC COLLECTIONSCOLLECTION AT CORNED THE INCREASE IN REVENUESREVENUE FROM NONAFFILIATESNONAFFILIATE AT GENERATION WAS PRIMARILYDUE TO HIGHERPRICESPRICEON ENERGYSOLD IN THE

MARKETPARTIALLYOFFSETBYAN INCREASE IN THE PERCENTAGEOFENERGYPRODUCEDAND SOLDTOCORNED AND PECO AND THE SALE OFBOSTON GENERATINGIN
2004 SEE FURTHERANALYSISANALYSIAND DISCUSSION OFOPERATINGREVENUESREVENUE BYSEGMENTBELOW

PURCHASED POWER AND FUEL EXPENSE PURCHASED POWER AND FUELEXPENSE INCREASED PRIMARILYDUE TOOVERALLHIGHERMARKET ENERGY PRICESPRICE
AND HIGHERNATURALGAS AND OIL PRICESPRICE PARTIALLYOFFSETBYTHE DECREASE IN FUELEXPENSE DUE TOTHE SALE OFBOSTON GENERATINGIN 2004 FAVORABLE

MARKTOMARKET ADJUSTMENTSADJUSTMENTRELATEDTO NONTRADINGACTIVITIESACTIVITIE AND THE EXPIRATIONOFTHE PPA WITH MIDWEST GENERATION IN 2004 PURCHASED POWER

REPRESENTED22 OFGENERATIONSGENERATION TOTALSUPPLYIN 2005 COMPAREDTO24 IN 2004 SEE FURTHERANALYSISANALYSIAND DISCUSSION OFPURCHASEDPOWER AND FUEL

EXPENSE BY SEGMENTBELOW

OPERATINGAND MAINTENANCE EXPENSE OPERATINGAND MAINTENANCE EXPENSE INCREASED PRIMARILYDUE TO GAINRECORDEDIN 2004 RELATEDTO

THE DOE SETTLEMENTAN INCREASE TOTHE RESERVE FORTHE ESTIMATED FUTUREASBESTOSRELATED BODILYINJURYCLAIMSCLAIM THATWAS RECORDEDIN 2005 HIGHER
COSTSCOST ASSOCIATED WITH PLANNEDNUCLEARREFUELINGOUTAGESOUTAGE AND INCREASED COSTSCOST RELATEDTOAN OPERATINGAGREEMENTWITH SUBSIDIARYOFTAMUIN

INTERNATIONALINC FORMERLYSITHE INTERNATIONALINC PARTIALLYOFFSETBYTHE SALEOFBOSTON GENERATINGIN 2004 AND DECREASED SEVERANCE AND

BENEFITEXPENSE SEE FURTHERDISCUSSION OFOPERATINGAND MAINTENANCE EXPENSESEXPENSE BYSEGMENTBELOW

IMPAIRMENT OF GOODWILL DURING2005 IN CONNECTIONWITH THE ANNUALLYREQUIREDASSESSMENT OFGOODWILLFORIMPAIRMENTCOMED RECORDED

12 BILLIONCHARGE

DEPRECIATIONAND AMORTIZATION EXPENSETHE INCREASE IN DEPRECIATIONAND AMORTIZATIONEXPENSE WAS PRIMARILYDUE TOADDITIONAL PLANT
PLACEDIN SERVICEADDITIONAL AMORTIZATIONOFTHE CTC AT PECO AND ACCELERATEDAMORTIZATIONOFPECOSPECO CURRENTCUSTOMERINFORMATIONAND BILLING
SYSTEMPARTIALLYOFFSETBYTHE ESTABLISHMENT OFAN ARC ASSET FORRETIREDNUCLEARUNITSUNIT IN 2004 WHICH WAS IMMEDIATELYIMPAIREDTHROUGH
DEPRECIATIONEXPENSE

OPERATINGINCOME EXCLUSIVE OFTHE CHANGESCHANGE IN OPERATINGREVENUESREVENUE PURCHASEDPOWERAND FUELEXPENSE OPERATINGAND MAINTENANCE

EXPENSE IMPAIRMENTOFGOODWILLAND DEPRECIATIONAND AMORTIZATIONEXPENSE DISCUSSED ABOVE THE CHANGEIN OPERATINGINCOME WAS THE RESULTOF

INCREASED TAXESTAXE OTHERTHAN INCOME PARTIALLYOFFSETBY THE SALE OFBOSTON GENERATINGIN 2004 AND REDUCEDPROPERTYTAX EXPENSE

OTHER INCOME AND DEDUCTIONSDEDUCTION THE CHANGEIN OTHERINCOME AND DEDUCTIONSDEDUCTION REFLECTSREFLECT 2004 CHARGEAT CORNED ASSOCIATED WITH THE

ACCELERATEDRETIREMENTOFDEBT AND THE RELATEDREDUCTIONIN INTERESTEXPENSE FROMTHESE DEBT RETIREMENTSRETIREMENT AND INCREASED REALIZEDGAINSGAIN RELATEDTO

THE DECOMMISSIONINGTRUSTFUND INVESTMENTSINVESTMENT FORTHE AMERGEN PLANTSPLANT PARTIALLYOFFSETBY INCREASED INTERESTEXPENSE ON SHORTTERM DEBT AT EXELON
INCREASED LOSSESLOSSE FROM EXELONSEXELON INVESTMENT IN SYNTHETICFUELPRODUCINGFACILITIESFACILITIE AND AN 85 MILLION GAINRECORDEDIN 2004 ON THE SALE OFBOSTON

GENERATING
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EFFECTIVE INCOME TAX RATE THE EFFECTIVEINCOME TAX RATEFROMCONTINUINGOPERATIONSOPERATIONWAS 498 FOR2005 COMPAREDTO277 FOR2004 THE

GOODWILLIMPAIRMENTCHARGEINCREASED THE EFFECTIVEINCOME TAX RATEFROMCONTINUINGOPERATIONSOPERATIONBY223 FOR2005 SEE NOTE 12 OFTHE COMBINED

NOTESNOTE TOTHE CONSOLIDATED IALH STATEMENTSSTATEMENT FORFURTHERDISCUSSION OFTHE CHANGEIN THE EFFECTIVEINCOME TAX RATE

DISCONTINUED OPERATIONSOPERATION ON JANUARY31 2005 SUBSIDIARIESSUBSIDIARIE OFGENERATION COMPLETED SERIESSERIE OFTRANSACTIONSTRANSACTION THATRESULTEDIN GENERATIONSGENERATION

SALE OFITS INVESTMENT IN SITHE IN ADDITIONEXELON SOLDOR WOUND DOWN SUBSTANTIALLYALLCOMPONENTSCOMPONENTOF ENTERPRISESENTERPRISEAND ALLENERGYBUSINESSBUSINES

WITHIN EXELON ENERGYACCORDINGLYTHE RESULTSRESULT OFOPERATIONSOPERATIONAND ANY GAIN OR LOSSLOS ON THE SALEOFTHESE ENTITIESENTITIE HAVE BEEN PRESENTEDAS

DISCONTINUED OPERATIONSOPERATIONWITHIN EXELONSEXELON AND GENERATIONSGENERATION CONSOLIDATED STATEMENTSSTATEMENT OFOPERATIONSOPERATION SEE NOTESNOTE AND OFTHE COMBINED NOTESNOTE TO

CONSOLIDATED FINANCIAL STATEMENTSSTATEMENT FORFURTHERINFORMATIONREGARDINGTHE PRESENTATIONOFSITHE CERTAINENTERPRISESENTERPRISEBUSINESSESBUSINESSE AND ALLENERGYAS

DISCONTINUED OPERATIONSOPERATIONAND THE SALE OFSITHE THE RESULTSRESULT OFSITHE AND ALLENERGYARE INCLUDED IN THE GENERATION DISCUSSION BELOW

THE INCOME FROMDISCONTINUED OPERATIONSOPERATIONINCREASED BY43 MILLIONFROM 2004 TO 2005 PRIMARILYDUE TOTHE GAINON THE SALE OFSITHE IN THE FIRST

QUARTEROF2005

CUMULATIVE EFFECTOF CHANGESCHANGE IN ACCOUNTINGPRINCIPLESPRINCIPLE THE CUMULATIVE EFFECTOFCHANGESCHANGEIN ACCOUNTINGPRINCIPLESPRINCIPLEREFLECTSREFLECTTHE IMPACTOF

ADOPTINGFIN 47 AS OFDECEMBER 31 2005 AND THE CONSOLIDATIONOFSITHE IN ACCORDANCE WITH FIN 46R AS OF MARCH 31 2004 SEE NOTESNOTE AND 13
OFTHE COMBINED NOTESNOTE TOCONSOLIDATED FINANCIAL STATEMENTSSTATEMENT FORFURTHERDISCUSSION OF THE CONSOLIDATIONOF SITHE AND THE ADOPTIONOFFIN 47
RESPECTIVELY

RESULTSRESULT OF OPERATIONSOPERATIONBYBUSINESSBUSINES SEGMENT
THE COMPARISONSCOMPARISONOF2005 AND 2004 OPERATINGRESULTSRESULT AND OTHERSTATISTICALINFORMATIONSET FORTHBELOW INCLUDEINTERCOMPANYTRANSACTIONSTRANSACTION

WHICH ARE ELIMINATED IN EXELONSEXELON CONSOLIDATEDFINANCIALSTATEMENTSSTATEMENT

NET INCOME LOSSLOS FROM CONTINUINGOPERATIONSOPERATION BY BUSINESSBUSINES SEGMENT

FAVORABLE

UNFAVORABLE
UH

GENERATION 109 657 452
CORNED 676 676 1352
PECQ 520
OTHER 84
TOTAL

OTHERINCLUDESINCLUDE CORPORATEOPERATIONSOPERATIONSHARED VICE ENTITIESENTITIE INCLUDINGBSC ENTERPRISESENTERPRISEINVESTMENTSINVESTMENT IN SYNTHETICFUELPRODUCINGFACILITIESFACILITIE AND INTERSEGMENTELIMINATIONSELIMINATION

INCOME LOSSLOS BEFORE CUMULATIVE EFFECTOF CHANGESCHANGE IN ACCOUNTINGPRINCIPLESPRINCIPLE BYBUSINESSBUSINES SEGMENT

FAVORABLE

UNFAVORABLE
UH

GENERATION 128 641 487

CORNED 676 676 1352
PEC9A 520 455 65

OTHER 76
TOTAL
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GENERATION

CORNED

PECO

OTHER

TOTAL

FAVORABLE

UNFAVORABLE
UH

1098 673 425

685 676 1361
517 455 62

67
UH UH

OTHER INCLUDESINCLUDE CORPORATEOPERATIONSOPERATIONSHARED SERVICE ENTITIESENTITIE INCLUDINGBSC ENTERPRISESENTERPRISEINVESTMENTSINVESTMENT IN SYNTHETICFUELPRODUCINGFACILITIESFACILITIE AND INTERSEGMENTELIMINATIONSELIMINATION

RESULTSRESULT OF OPERATIONSGENERATION

OPERATINGREVENUESREVENUE

OPERATINGEXPENSESEXPENSE
PURCHASED POWERND FUEL

OPERATINGAND MAINTENANCE

DEPRECIATIONAND AMORTIZATION
TAXESTAXE OTHERTHAN INCOME

TOTALOPERATINGEXPENSESEXPENSE

OPERATINGINCOME

OTHERINCOME AND DEDUCTIONSDEDUCTION
INTERESTEXPENSE

EQUITYIN LOSSESLOSSE OFUNCONSOLIDATEDAFFILIATESAFFILIATE

OTHERNET

TOTALOTHERINCOME AND DEDUCTIONSDEDUCTION

INCOME FROM CONTINUINGOPERATIONSOPERATION BEFORE INCOME TAXESTAXE AND MINORITYINTEREST
INCOME TAXESTAXE

INCOME FROM CONTINUINGOPERATIONSOPERATION BEFORE MINORITYINTEREST

MINONTYINTEREST

INCOME FROM CONTINUINGOPERATIONSOPERATION
DISCONTINUEDOPERATIONSOPERATION

LOSSLOS FROMDISCONTINUED OPERATIONSOPERATION
IQ ON OFDISCONTINUEDOPERATIONSOPERATION

INCOME LOSSLOS FROMDISCONTINUED OPERATIONSOPERATION
INCOME BEFORE CUMULATIVEEFFECTOF CHANGESCHANGE IN ACCOUNTINGPRINCIPLESPRINCIPLE
CUMULATIVE EFFECTOFCHANGESCHANGE IN ACCOUNTINGPRINCIPLESPRINCIPLE
NET INCOME

FAVORABLE

UNFAVORABLE
UH LIA

7703 1343

4011 471
2288 2201 87

254 286

UH

UH UH

128 103 25
14

35
34 47

1818 1052 766

30
1109 651 458

1109 657 452

16 16

16
1128 641 487

30 62
UH UH

OTHER INCLUDESINCLUDE CORPORATEOPERATIONSOPERATIONSHARED SERVICEENTITIESENTITIE INCLUDINGBSC ENTERPRISESENTERPRISEINVESTMENTSINVESTMENT IN SYNTHETICFUELPRODUCINGFACILITIESFACILITIE AND INTERSEGMENTELIMINATIONSELIMINATION

NET INCOME LOSSLOS BY BUSINESSBUSINES SEGMENT
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NET INCOME GENERATIONSGENERATION NET INCOME IN 2005 INCREASED 425 MILLIONAS COMPAREDTOTHE PRIORYEAR PRIMARILYAS RESULTOF HIGHERREVENUE

NETOF PURCHASEDPOWER AND FUELEXPENSE PARTIALLYOFFSETBYHIGHEROPERATINGAND MAINTENANCE EXPENSE AND INTERESTEXPENSE GENERATIONSGENERATION

REVENUE NET OFPURCHASEDPOWERAND FUELEXPENSE INCREASED 872 MILLION IN 2005 AS COMPAREDTOTHE PRIORYEAR THISTHI INCREASE WAS DRIVEN BYTHE

CONTRACTUALINCREASE IN PRICESPRICE ASSOCIATED WITH GENERATIONSGENERATION PPA WITHCOMED AND HIGHERAVERAGE MARGINSMARGIN ON WHOLESALEMARKET SALESSALE AS HIGHER
SPOTMARKET PRICESPRICE MORE THAN COMPENSATEDFORHIGHERFUELPRICESPRICE AND THE IMPACTOFHIGHERNUCLEARGENERATION

OPERATINGREVENUESREVENUE FOR 2005 AND 2004 GENERATIONSGENERATION SALESSALE WERE AS FOLLOWSFOLLOW

REVENUE UH UH

ELECTNCSALESSALE TOAFFILIATESAFFILIATE 775 749 026 274
WHOLESALE AND RETAILELECTRICSALESSALE UH 35

TOTALENERGY SALESSALE REVENUE 163

RETAIL GAS SALESSALE 613 448 165 368

TRADINGLEH 17 17

OTHER REVENUE UH 75

TOTAL REVENUE 70

INCLUDESINCLUDE SALESSALE RELATEDTOTOILINGAGREEMENTSAGREEMENTFOSSILFUELSALESSALE OPERATINGSERVICEAGREEMENTSAGREEMENTAND DECOMMISSIONINGREVENUE FROMCORNED AND PECO

NOT MEANINGFUL

SALESSALE IN SH UH UH

ELECTRICSALESSALE TQ ILQ 121 961 496 104
WHOLESALE AND RETAILELECTRICSALESSALE 19 214
TOTALSALESSALE 599 82

TRADINGVOLUMESVOLUME OF26924 GWHSGWH AND 24001 GWHSGWH FOR2005 AND 2004 RESPECTIVELYARE NOTINCLUDED IN THE TABLEABOVE

ELECTRICSALESSALE TOAFFILIATESAFFILIATE REVENUE FROMSALESSALE TOAFFILIATESAFFILIATE INCREASED 1026 MILLION IN 2005 AS COMPAREDTOTHE PRIORYEAR THE INCREASE IN

REVENUE FROMSALESSALE TOAFFILIATESAFFILIATE WAS PRIMARILYDUE TO 635 MILLION INCREASE FROMOVERALLHIGHERPRICESPRICE ASSOCIATED WITHGENERATIONSGENERATION PPA WITH

CORNED AND 391 MILLION INCREASE FROMHIGHERELECTRICSALESSALE VOLUME AS RESULTOFTHE AMENDED AND RESTATED PURCHASE POWER AGREEMENTAS OF

APRIL30 2004 WITH CORNEDEFFECTIVEJANUARY 2005 GENERATION BEGANRECEIVINGOVERALLHIGHERPRICESPRICEFROM CORNED FORITSPURCHASEDPOWER THE

HIGHERSALESSALE VOLUMESVOLUME TOCORNED AND PECO RESULTEDFROMFAVORABLEWEATHER CONDITIONSCONDITION IN THE SUMMER AND WINTERPERIODSPERIODIN THE CORNED AND PECO

SERVICETERRITORIESTERRITORIEAND AN INCREASE IN THE NUMBER OFCUSTOMERSCUSTOMER RETURNINGFROMCOMPETITIVEELECTRICGENERATIONSUPPLIERSSUPPLIERIN 2005 COMPAREDTOTHE

PRIORYEAR

WHOLESALEAND RETAILELECTRICSALESSALE THE CHANGESCHANGEIN GENERATIONSGENERATION WHOLESALEAND RETAILELECTRICSALESSALE FOR2005 COMPAREDTO2004 CONSISTED OF

THE FOLLOWING

INCREASE

DE

PRICE 879
VOLUME 526
SALE OFBOSTON GENERATING 23
INCREASE IN WHOLESALEAND RETAILELECTRICSALESSALE

SALESSALE TOBOSTON GENERATINGOF MILLIONWERE INCLUDED IN OTHERREVENUE FOR2004

101

SOURCE EXELON CORP 10K FEBRUARY13 2007



OF

WHOLESALE AND RETAILSALESSALE INCREASED 114 MILLION DUE TOAN INCREASE IN MARKET PRICESPRICE IN 2005 COMPAREDTOTHE PRIORYEAR THE INCREASE IN

MARKET PRICESPRICEWAS PRIMARILYDRIVEN BYHIGHERFUELPRICESPRICEEG OILAND NATURALGAS THE INCREASE IN PRICEWAS PARTIALLYOFFSETBYLOWERVOLUMESVOLUME OF

GENERATIONTYH SOLDTOTHE MARKET IN 2005 AS COMPAREDTO2004 GENERATION HAD LESSLES POWERTOSELLINTOTHE MARKET AS RESULTOFHIGHER
DEMAND FORPOWER SOLDTOAFFILIATESAFFILIATE IN 2005 AND THE EXPIRATIONOFITS PPA WITH MIDWEST GENERATION IN 2004 THE REMAININGDECREASE IN WHOLESALE

AND RETAILSALESSALE OF239 MILLIONWAS DUE TOTHE SALEOF BOSTON GENERATINGIN MAY2004

RETAIL GAS SALESSALE RETAIL GAS SALESSALE INCREASED 165 MILLION PRIMARILYDUE TOSIGNIFICANTLYHIGHERGAS PRICESPRICE IN THE OVERALLMARKET

TRADINGPORTFOLIOTRADINGPORTFOLIOINCOME INCREASED 17 MILLION IN 2005 COMPAREDTOTHE PRIORYEAR DUE TOAN INCREASE IN TRADINGVOLUMESVOLUME

SEE ITEM 7A QUANTITATIVE AND QUALITATIVE DISCLOSURESDISCLOSURE ABOUT MARKET RISKPROPRIETARYTRADINGACTIVITIESACTIVITIE FORFURTHERINFORMATION

OTHER REVENUESREVENUE THE INCREASE IN OTHERREVENUESREVENUE IN 2005 WAS PRIMARILYDUE TOAN INCREASEOF60 MILLIONASSOCIATED WITH REVENUE FROM

GENERATIONSGENERATION OPERATINGSERVICESSERVICE AGREEMENTSAGREEMENTWITH PSEG AND TAMUIN INTERNATIONALINC THISTHI INCREASE WAS PARTIALLYOFFSETBY DECREASE OF39
MILLION RELATEDTO LOWERFUELSALESSALE REDUCTIONIN DECOMMISSIONINGREVENUE FROM CORNED AND LOWERSALESSALE FROMTOLLINGAND GAS MANAGEMENT
AGREEMENTSAGREEMENT THE INCREASED REVENUE FROMTHE OPERATINGSERVICESSERVICE AGREEMENTSAGREEMENTWAS SUBSTANTIALLYOFFSETBY CORRESPONDINGINCREASE IN GENERATIONSGENERATION

OPERATINGAND MAINTENANCE EXPENSE

PURCHASED POWER AND FUEL EXPENSE GENERATIONSGENERATION SUPPLYSOURCESSOURCE ARE SUMMARIZED BELOW

SUPPLYSOURCE IN GWHSGWH

NUCLEARGENERATION
PURCHASESNONTRADINGPORTFOLIO
FOSSIL AND HYDROELECTRIC
TOTALSUPPLY

UH UH

137936 136621 1316 10

42623 48968 6345 130

41

REPRESENTSREPRESENTGENERATIONSGENERATION PROPORTIONATESHARE OFTHE OUTPUTOF ITSNUCLEARGENERATINGPLANTSPLANT INCLUDINGSALEM WHICH IS OPERATEDBY PSEG NUCLEAR

THE CHANGESCHANGE IN GENERATIONSGENERATION PURCHASEDPOWERAND FUELEXPENSE FOR2005 COMPAREDTO2004 CONSISTED OFTHE FOLLOWING

PURCHASEDPOWERCOSTSCOST

GENERATION COSTSCOST

FUELRESALECOSTSCOST
SALE OFBOSTON GENERATING
MARKTOMARKET
INCREASE IN PURCHASEDPOWER AND FUELEXPENSE

NM NOT MEANINGFUL

INCREASE

PRICE DE

327 321
198 16 214

149 147

NM NM 226
NM NM

PURCHASED POWER COSTSCOST PURCHASED POWER COSTSCOST INCLUDE ALLCOSTSCOST ASSOCIATED WITHTHE PROCUREMENTOFELECTRICITYIE CAPACITYENERGY AND

FUELCOSTSCOST GENERATION EXPERIENCEDOVERALLHIGHERREALIZEDPRICESPRICE FORPURCHASEDPOWER IN 2005 COMPAREDTO2004 RESULTINGIN 654 MILLION

INCREASE THISTHI WAS OFFSETBY DECREASE OF327 MILLIONDUE TOLOWERVOLUMESVOLUME OFPURCHASEDPOWER IN THE MARKET AS RESULTOFMORE DEMAND FROM

AFFILIATESAFFILIATE
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GENERATION COSTSCOST GENERATION COSTSCOST INCLUDE FUELCOSTFORINTERNALLYGENERATEDENERGY GENERATION EXPERIENCEDOVERALLHIGHERGENERATION
COSTSCOST FOR2005 COMPAREDTO2004 DUE TOOVERALLENERGY MARKET CONDITIONSCONDITION RESULTINGIN HIGHERPRICESPRICEFORRAW MATERIALSMATERIAL EG OIL NATURALGAS AND

COALUSED IN THE PRODUCTIONOFELECTRICITYADDITIONALLYTHEREWAS AN INCREASE OF16 MILLION RELATEDTO HIGHERNUCLEARAND FOSSILGENERATIONNEED TO
MEET AFFILIATESAFFILIATE DEMAND

FUEL RESALE COSTSCOST FUEL RESALECOSTSCOST INCLUDE RETAILGAS PURCHASEAND WHOLESALEFOSSILFUELEXPENSESEXPENSE THE CHANGESCHANGE IN GENERATIONSGENERATION FUEL
RESALECOSTSCOST IN 2005 AS COMPAREDTO2004 CONSISTED OFOVERALLHIGHERREALIZEDGAS PRICESPRICE OFFSETBY MILLIONVOLUME DECREASE IN THE GAS RETAIL
BUSINESSBUSINES

SALE OFBOSTON GENERATINGTHE DECREASE IN PURCHASEDPOWER AND FUELEXPENSE ASSOCIATED WITH BOSTON GENERATINGWAS DUE TOTHE SALEOF

THE BUSINESSBUSINES IN MAY 2004

MARKTOMARKET MARKTOMARKET LOSSESLOSSE ON POWERDERIVATIVE ACTIVITIESACTIVITIE WERE 12 MILLIONFOR2005 COMPAREDTO LOSSESLOSSE OF MILLION FOR2004

GENERATIONSGENERATION AVERAGE MARGINPER MWH OFELECTRICITYSOLDFOR2005 AND 2004 WAS AS FOLLOWSFOLLOW

MWH

AVERAGEELECTRICREVENUE

ELECTRICSALESSALE TOAFFILIATESAFFILIATE

WHOLESALE ARID RETAILELECTRICSALESSALE
TOTALEXCLUDING TRADINGPORTFOLIO

AVERAGEELECTNCSUPPLYCOST THE TRADINGPORTFOLIO
AVERAGEMARGINEXCLUDINGTHE TRADINGPORTFOLIO

UH

3915 3394 154

4616 3503 318
4176 3443 213

2011 1760 143
2165 1683 286

THE INCREASE IN MWH WAS DUE TOHIGHERPRICESPRICE IN 2005 ASSOCIATED WITH GENERATIONSGENERATION PPA WITH CORNED

AVERAGESUPPLYCOSTINCLUDESINCLUDE PURCHASEDPOWER AND FUELCOSTSCOST ASSOCIATED WITHELECTRICSALESSALE AVERAGEELECTRICSUPPLYCOSTDOESDOE NOTINCLUDE FUELCOSTSCOST ASSOCIATED WITH RETAIL

GAS SALESSALE

NUCLEARFLEETOPERATINGDATA AND PURCHASEDPOWERCOSTDATA FOR2005 AND 2004 WERE AS FOLLOWSFOLLOW

NUCLEARFLEETCAPACITYCTO
NUCLEARFLEETPRODUCTIONCOSTPER MWH

EXCLUDESEXCLUDE SALEM WHICH IS OPERATEDBY PSEG NUCLEAR

2005

935

1303

2004

935

1243

GENERATIONSGENERATION NUCLEARFLEETCAPACITYFACTORWAS THE SAME IN 2005 AS 2004 HIGHERCOSTSCOST ASSOCIATED WITH THE PLANNEDREFUELOUTAGESOUTAGEAND

HIGHERNONOUTAGEOPERATINGCOSTSCOST RESULTEDIN HIGHERPRODUCTIONCOSTPER MWH PRODUCEDFOR2005 AS COMPAREDTO2004 THERE WERE NINE

PLANNEDREFUELINGOUTAGESOUTAGE AND 25 NONREFUELINGOUTAGESOUTAGE IN 2005 COMPAREDTONINE PLANNEDREFUELOUTAGESOUTAGE AND 20 NONREFUELINGOUTAGESOUTAGE IN 2004

DURING2004 BOTH QUAD CITIESCITIE UNITSUNIT OPERATEDINTERMITTENTLYAT EXTENDED POWER UPRATEEPU GENERATIONLEVELSLEVEL DUE TOPERFORMANCEISSUESISSUE
WITH THEIRSTEAM DRYERSDRYER AS OFTHE THIRDQUARTEROF2005 BOTH OFTHE QUAD CITIESCITIE UNITSUNIT RETURNEDTO EPU GENERATIONLEVELSLEVEL AFTEREXTENSIVE TESTINGAND
LOADVERIFICATIONON NEW REPLACEMENTSTEAM DRYERSDRYERWAS COMPLETEDNEAR THE END OF2005 THE GENERATIONLEVELSLEVEL OFBOTH QUAD CITIESCITIE UNITSUNIT WERE

AGAIN REDUCEDTOPREEPU GENERATIONLEVELSLEVEL TOADDRESSADDRES VIBRATIONRELATED EQUIPMENTISSUESISSUE NOTDIRECTLYRELATEDTOTHE STEAM DRYERSDRYER THE UNITSUNIT WILL
BE BROUGHTBACK TOFULLEPU GENERATIONLEVELSLEVEL AFTERALLISSUESISSUE ARE ADDRESSED TOENSURE SAFE AND RELIABLEOPERATIONSOPERATIONAT THE IJ OUTPUTLEVELSLEVEL WHICH
IS EXPECTEDTOOCCUR IN 2006
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OPERATINGAND MAINTENANCE EXPENSE THE INCREASE IN OPERATINGAND MAINTENANCE EXPENSE FOR2005 COMPAREDTO2004 CONSISTED OFTHE

FOLLOWING

INCREASE

DE
NUCLEARREFUELINGAND NONOUTAGEOPERATINGCOSTSCOST 78

DOE SETTLEMENTIN 2004 42

INH LONALH 44
ACCRUALFORESTIMATED FUTUREASBESTOSRELATED BODILYINJURYCLAIMSCLAIM 43
NUCLEAROPERATINGSERVICESSERVICE AGREEMENT 14

PENSION PAYROLLAND BENEFITCOSTSCOST 58
BOSTONGENERATING 62
DECOMMISSIONINGRELATEDACTIVITY 38
OTHER

INCREASE IN OPERATINGAND MAINTENANCE EXPENSE

THISTHI NET 87 MILLIONINCREASE WAS ATTRIBUTABLETOTHE FOLLOWING

78 MILLION INCREASE IN NUCLEARREFUELINGAND NONOUTAGEOPERATINGCOSTSCOST DUE TOAN INCREASE IN NUCLEARMAINTENANCE COSTSCOST OF44
MILLION RELATEDTOPLANNEDNUCLEARREFUELINGOUTAGESOUTAGEFORPLANTSPLANTOPERATEDBYGENERATION AND THE COOWNED SALEM GENERATINGSTATIONAND
INCREASESINCREASE IN OTHERNUCLEAROPERATINGAND MAINTENANCE EXPENSESEXPENSE OF34 MILLIONPRIMARILYSECURITYAND INFLATIONARYCOSTSCOST

42 MILLION REIMBURSEMENT IN 2004 OFCOSTSCOST INCURREDPRIORTO2004 FORTHE STORAGEOFSPENTNUCLEARFUELASSOCIATED WITHTHE DOE

SETTLEMENTAGREEMENT

44 MILLION INCREASE IN EXPENSESEXPENSE ASSOCIATED WITH GENERATIONSGENERATION OPERATINGSERVICE AGREEMENTWITH SUBSIDIARYOFTAMUIN INTERNATIONAL
LNC

THE ESTABLISHMENT OF 43 MILLION LIABILITYIN JUNE 2005 FORESTIMATED FUTUREASBESTOSRELATED BODILYINJURYCLAIMSCLAIM SEE FURTHER

DISCUSSION IN NOTE 17 TO THE COMBINED NOTESNOTE TOCONSOLIDATED FINANCIAL STATEMENTSSTATEMENT AND

COSTSCOST OF14 MILLION IN 2005 ASSOCIATED WITHTHE SALEM AND HOPE CREEK OPERATINGSERVICESSERVICE AGREEMENTWITH PSEG THE REIMBURSEMENT
OFWHICH IS INCLUDED IN OTHERREVENUESREVENUE

THE INCREASESINCREASE IN OPERATINGAND MAINTENANCE EXPENSE DESCRIBED ABOVE WERE PARTIALLYOFFSETBYLOWERPAYROLLRELATEDEXPENSESEXPENSE 58 MILLION

REDUCTIONTHE ELIMINATION OF62 MILLION IN EXPENSESEXPENSE AT BOSTON GENERATINGDUE TOITSSALE IN MAY2004 AND 36 MILLION REDUCTIONIN THE

CONTRACTUALOBLIGATIONTHATGENERATION HAS TOCORNED RELATEDTODECOMMISSIONINGOBLIGATIONSOBLIGATIONWHICH IS INCLUDED IN THE 38 MILLIONOF

DECOMMISSIONINGRELATEDACTIVITYIN THE TABLE ABOVE

DEPRECIATIONAND AMORTIZATION THE DECREASE IN DEPRECIATIONAND AMORTIZATIONEXPENSE FOR2005 COMPAREDTO2004 WAS PRIMARILYDUE TO
THE ESTABLISHMENT OFAN ARC ASSET FORRETIREDNUCLEARUNITSUNIT OF36 MILLIONRECORDEDIN THE THIRDQUARTEROF2004 WHICH WAS IMMEDIATELYIMPAIRED
THROUGHDEPRECIATIONEXPENSE AS THISTHI ASSET WAS ASSOCIATED WITH RETIREDNUCLEARUNITSUNIT THATDO NOTHAVE ANY REMAININGUSEFULLIFE THISTHI DECREASE WAS

PARTIALLYOFFSETBY INCREASED DEPRECIATIONEXPENSE DUE TO RECENTCAPITALADDITIONSADDITION

TAXESTAXE OTHER THAN INCOME THE INCREASE IN TAXESTAXE OTHERTHAN INCOME FOR2005 AS COMPAREDTO2004 WAS PRIMARILYDUE TO NET INCREASE IN

GENERATIONSGENERATION RESERVESRESERVE RELATEDTOPAYROLLTAXESTAXE SALESSALE AND USE TAXESTAXE AND OTHERTAXESTAXE OTHERTHAN INCOME PARTIALLYOFFSETBY REDUCTIONIN TAXESTAXE

RESULTINGFROM THE SALE OFBOSTON GENERATINGIN MAY 2004

OTHERNET THE DECREASE IN OTHERINCOME FOR2005 AS COMPAREDTOTHE PRIORYEAR WAS PRIMARILYDUE TOTHE 85 MILLION GAIN52 MILLIONNET
OFTAXESTAXE ON THE DISPOSALOFBOSTON GENERATINGRECORDEDIN
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MAY2004 PARTIALLYOFFSETBYGAINSGAIN OF36 MILLION REALIZED IN THE SECOND QUARTEROF2005 RELATEDTOTHE DECOMMISSIONINGTRUSTFUND INVESTMENTSINVESTMENT FOR

THE AMERGEN PLANTSPLANT PRIMARILYASSOCIATED WITHCHANGESCHANGEIN GENERATIONSGENERATION INVESTMENT STRATEGY

EFFECTIVE INCOME TAX RATE THE EFFECTIVEINCOME TAX RATEFROM CONTINUINGOPERATIONSOPERATIONWAS 390 FOR2005 COMPAREDTO381 FOR2004 SEE
NOTE 12 OFTHE COMBINED NOTESNOTE TOTHE CONSOLIDATED FINANCIAL STATEMENTSSTATEMENT FORFURTHERDISCUSSION OFTHE CHANGEIN THE EFFECTIVEINCOME TAX RATE

DISCONTINUED OPERATIONSOPERATION ON JANUARY31 2005 SUBSIDIARIESSUBSIDIARIE OFGENERATION COMPLETED SERIESSERIE OFTRANSACTIONSTRANSACTION THATRESULTEDIN GENERATIONSGENERATION

SALE OFITS INVESTMENT IN SITHE IN ADDITIONGENERATION SOLDOR WOUND DOWN SUBSTANTIALLYALLCOMPONENTSCOMPONENTOFALLENERGYBUSINESSBUSINES WITHIN EXELON

ENERGYACCORDINGLYTHE RESULTSRESULT OFOPERATIONSOPERATIONAND THE GAINON THE SALE OFSITHE AND RESULTSRESULT OFALLENERGYHAVE BEEN PRESENTEDAS DISCONTINUED

OPERATIONSOPERATIONFOR2005 WITHIN GENERATIONSGENERATION CONSOLIDATED STATEMENTSSTATEMENT OFOPERATIONSOPERATION SEE NOTESNOTE AND OFTHE COMBINED NOTESNOTE TOCONSOLIDATED
FINANCIAL STATEMENTSSTATEMENT FORFURTHERINFORMATIONREGARDINGTHE PRESENTATIONOFSITHESSITHE AND ALLENERGYSALLENERGYRESULTSRESULT OFOPERATIONSOPERATIONAS DISCONTINUED OPERATIONSOPERATION
AND THE SALE OFSITHE AS DISCONTINUED OPERATIONSOPERATION

CUMULATIVE EFFECTOF CHANGESCHANGE IN ACCOUNTINGPRINCIPLESPRINCIPLE THE CUMULATIVE EFFECTOFCHANGESCHANGE IN ACCOUNTINGPRINCIPLESPRINCIPLEREFLECTSREFLECTTHE IMPACTOF

ADOPTINGFIN 47 AS OFDECEMBER31 2005 AND THE CONSOLIDATIONOFSITHE IN ACCORDANCE WITH FIN 46R AS OF MARCH 31 2004 SEE NOTESNOTE AND 13

OFTHE COMBINED NOTESNOTE TOCONSOLIDATED FINANCIAL STATEMENTSSTATEMENT FORFURTHERDISCUSSION OF THE CONSOLIDATIONOF SITHE AND THE ADOPTIONOF FIN 47
RESPECTIVELY

RESULTSRESULT OF OPERATIONSCORNED

FAVORABLE

UNFAVORABLE
UH

6264 5803 461PE REVENUESREVENUE

OPERATINGEXPENSESEXPENSE
PURCHASEDPOWER
OPERATINGAND MAINTENANCE

IMPAIRMENTGOODWILL
DEPRECIATIONAND AMORTIZATION

TAXESTAXE OTHERTHAR
TOTALOPERATINGEXPENSE

OPERATINGINOME LOSSLOS
OTHER INCOME AND DEDUCTIONSDEDUCTION

INTERESTEXPENSE NET 291 349 58
EQUITYIN LOSSESLOSSE OFUNCONSOLIDATEDAFFILIATESAFFILIATE 14 19
NET LOSSLOS ON EXTINGUISHMENTOFLONGTERMDEBT 130 10
OTHERNET 10

TOTALOTHERMEH AND DEDUCTIONSDEDUCTION 30
INCOME LOSSLOS BEFORE INCOME TAXESTAXE AND CUMULATIVE EFFECTOF CHANGEIN ACCOUNTING

PRINCIPLE
TAXESTAXE

INCOME LOSSLOS BEFORE CUMULATIVE EFFECTOF CHANGEIN ACCOUNTINGPRINCIPLESPRINCIPLE
CUMULATIVEEFFECTOFCHANGEIN ACCOUNTINGPRINCIPLE
NET INCOME LOSSLOS
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3520 2588
833 897 64

1207 1207
413 410

12
UH

12 16

313

676

1133 1446

676 1352
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NET LOSSLOS CORNEDSCORNED NET LOSSLOS IN 2005 WAS DRIVEN BYTHE IMPAIRMENTOFGOODWILLAND HIGHERPURCHASEDPOWER EXPENSE PARTIALLYOFFSETBY
HIGHEROPERATINGREVENUESREVENUE DUE TOFAVORABLEWEATHER AND DUE TOTHE IMPACTSIMPACT OF 2004 CHARGEASSOCIATED WITH THE ACCELERATEDRETIREMENTOF

LONGTERMDEBT AND LOWERINTERESTEXPENSE

OPERATINGREVENUESREVENUE THE CHANGESCHANGEIN OPERATINGREVENUESREVENUE FOR2005 COMPAREDTO2004 CONSISTED OFTHE FOLLOWING

INCREASE

DE

WEATHER 415
CUSTOMER CHOICE 81
RATE CHANGESCHANGEAND MIX

VOLUME

OTHER 9J
RETAIL REVENUE

PJM TRANSMISSION 58

TO SECA RATESRATE 28
LQLAN REVENUESREVENUE

OTHER REVENUESREVENUE

IN OPERATINGREVENUESREVENUE

WEATHER REVENUESREVENUE WERE HIGHERDUE TOFAVORABLEWEATHER CONDITIONSCONDITION IN 2005 COMPAREDTO2004 THE DEMAND FORELECTRICITYIS AFFECTEDBY
WEATHER CONDITIONSCONDITION IN COMEDSCOMED SERVICETERRITORYCOOLINGAND HEATINGDEGREEDAYSDAY WERE 90 AND HIGHERRESPECTIVELYTHAN THE PRIORYEAR

CUSTOMER CHOICE ALLCOMED CUSTOMERSCUSTOMER HAVE THE CHOICE TOPURCHASEENERGYFROM COMPETITIVEELECTRICGENERATIONSUPPLIERTHISTHI CHOICE

DOESDOE NOT IMPACTTHE VOLUME OFDELIVERIESDELIVERIE BUT AFFECTSAFFECT REVENUE COLLECTEDFROMCUSTOMERSCUSTOMER RELATEDTOSUPPLIEDENERGY AND GENERATIONSERVICE AS OF
DECEMBER 31 2005 ONE COMPETITIVEELECTRICGENERATIONSUPPLIERWAS APPROVEDTOSERVE RESIDENTIALCUSTOMERSCUSTOMER IN THE COMED SERVICETERRITORY
HOWEVERTHEYARE NOTCURRENTLYSUPPLYINGELECTRICITYTOANY RESIDENTIALCUSTOMERSCUSTOMER

FOR 2005 AND 2004 33 AND 35 OFENERGYDELIVERED TOCOMEDSCOMED RETAILCUSTOMERSCUSTOMER WAS PROVIDEDBY COMPETITIVEELECTRICGENERATION
SUPPLIERSSUPPLIEROR UNDERTHE PPO

RETAIL CUSTOMERSCUSTOMER ENERGY FROM COMPETITIVEELECTRICTONH SUPPLIER
VOLUME GWHSGWH 19310 20939
PERCENTAGEOFTOTALRETAILIVENE 24

RETAIL CUSTOMERSCUSTOMER PURCHASINGENERGY FROM COMPETITIVEELECTRICGENERATIONSUPPLIEROR THE COMED PPO
NUMBER OFCUSTOMERSCUSTOMER AT PENODEND 21 300 22 20O
PERCENTAGEOF RETAILCUSTOMERSCUSTOMER
VOLUME GWHSGWH 30905 30426
PERCENTAGEOFTOTALRETAILDELIVERIESDELIVERIE 33 35

ONE GWH IS THE EQUIVALENTOFONE MILLION LOW KWH
LESSLES THAN ONE PERCENT

RATE CHANGESCHANGEAND MIX THE CHANGEWAS PRIMARILYDUE TOTHE INCREASED WHOLESALEMARKET PRICEOFELECTRICITYAND OTHERADJUSTMENTSADJUSTMENTTOTHE

ENERGYCOMPONENTOFTHE CTC CALCULATIONWHICH RESULTEDIN DECREASE OF64 MILLIONTO105 MILLION IN 2005 AS COMPAREDTO2004
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PJM TRANSMISSION CORNEDSCORNED TRANSMISSION REVENUESREVENUE INCREASED IN 2005 DUE TOCORNEDSCORNED MAY 2004 ENTRYINTO PJM

TQ SEGA RATESRATE REVENUESREVENUE DECREASED AS RESULTOFTHE ELIMINATION OFTO RATESRATE IN ACCORDANCEWITH FERC ORDERSORDER THATBECAME EFFECTIVE

DECEMBER 2004 EFFECTIVEDECEMBER 2004 PJM BECAME OBLIGATEDTOPAY SECA COLLECTIONSCOLLECTIONTO CORNEDAND CORNED BECAME OBLIGATEDTO PAY

SECA CHARGESSEE PURCHASED POWER EXPENSEBELOW SEE NOTE OFTHE COMBINED NOTESNOTE TOCONSOLIDATED FINANCIAL STATEMENTSSTATEMENT FORMORE

INFORMATIONON TO SECA RATESRATE

PURCHASED POWER EXPENSE THE CHANGESCHANGE IN PURCHASEDPOWEREXPENSE FOR2005 COMPAREDTO2004 CONSISTED OFTHE FOLLOWING

INCREASE

DE

PNCESPNCE 606

WEATHER 200

CUSTOMER CHOICE 65

PJM 63

VOLUME

TO COLLECTIONSCOLLECTION SECA RATESRATE 15
OTHER

INCREASE IN PURCHASEDPOWER EXPENSE 932

PRICESPRICE PURCHASED POWER INCREASED DUE TOHIGHERPRICESPRICE ASSOCIATED WITHCORNEDSCORNED PPA WITH GENERATION OF497 MILLIONAND ANCILLARY
SERVICESSERVICE OF109 MILLION FROM PJM IN 2000 COMED AND GENERATION ENTEREDINTO PPA THATFIXED THE PRICINGFORPURCHASEDPOWER THROUGH
DECEMBER 31 2004 BASED UPON THE THEN CURRENTMARKET PRICESPRICE AS RESULTOFTHE AMENDED AND RESTATED PURCHASE POWER AGREEMENTWITH

GENERATIONSTARTINGIN JANUARY 2005 CORNED BEGANPAYINGHIGHERPRICESPRICE FORITSPURCHASEDPOWER FROMGENERATION AND CEASED TO PROCUREITS

ANCILLARYSERVICESSERVICE FROMGENERATION THISTHI AGREEMENTFIXED THE PRICINGFORPURCHASEDPOWER THROUGHDECEMBER 31 2006 BASED UPON THE CURRENT

MARKET PRICESPRICE AS OFAPRIL30 2004

WEATHER THE INCREASE IN PURCHASEDPOWER EXPENSE ATTRIBUTABLETOWEATHER WAS DUE TOFAVORABLEWEATHERCONDITIONSCONDITION IN THE CORNED SERVICE

TERRITORYWHICH INCREASED THE AMOUNT OFELECTRICITYSOLD

CUSTOMER CHOICE THE INCREASE IN PURCHASEDPOWEREXPENSE FROMCUSTOMERCHOICE WAS PRIMARILYDUE TOFEWERCORNED NONRESIDENTIAL

CUSTOMERSCUSTOMER ELECTINGTOPURCHASEENERGYFROM COMPETITIVEELECTRICGENERATIONSUPPLIER

PJM THE INCREASE REFLECTSREFLECTHIGHERTRANSMISSION AND PURCHASEDPOWER EXPENSE OF57 MILLIONDUE TOCORNEDS MAY 2004 ENTRYINTO PJM

AND PJM ADMINISTRATIVEFEESFEE THATINCREASED BY MILLIONOVER 2004 FEESFEE

TO COLLECTIONSSEGA RATESRATE PRIORTO FERC ORDERSORDER ISSUED IN NOVEMBER 2004 CORNED COLLECTEDTO RATESRATE FORTRANSMISSION SERVICE

SCHEDULED OUTOFOR ACROSSACROS CORNEDSCORNED TRANSMISSION SYSTEM RATESRATE COLLECTEDAS THE TRANSMISSION OWNER WERE RECORDEDIN OPERATINGREVENUESREVENUE AFTER

JOININGPJM ON MAY 2004 PJM ALLOCATEDTO COLLECTIONSCOLLECTION TOCORNED AS LOADSERVINGENTITYTHE COLLECTIONSCOLLECTION RECEIVED BYCORNED AS

LOADSERVINGENTITYWERE RECORDEDAS DECREASE TO PURCHASEDPOWER EXPENSE CORNEDSCORNED PURCHASEDPOWER EXPENSE INCREASED 14 MILLION DUE TO

CORNED NO LONGERCOLLECTINGTO REVENUESREVENUE IN 2005
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EFFECTIVEDECEMBER 2004 PJM BECAME OBLIGATEDTO PAY SECA COLLECTIONSCOLLECTION TOCORNED AND COMED BECAME OBLIGATEDTOPAY SECA

CHARGESCHARGEDURING2005 COMED RECORDEDSECA COLLECTIONSCOLLECTIONNET OFSECA CHARGESCHARGE OF29 MILLION SEE NOTE OFTHE COMBINED NOTESNOTE TOCONSOLIDATED

FINANCIAL STATEMENTSSTATEMENT FORMORE INFORMATIONON TO SECA RATESRATE

OPERATINGAND MAINTENANCE EXPENSE THE CHANGESCHANGE IN OPERATINGAND MAINTENANCE EXPENSE FOR2005 COMPAREDTO2004 CONSISTED OFTHE

FOLLOWING

INCREASE

DE

SEVERANCERELATED NEESNEE 47
EMPLOYEEFRINGEBENEFITSBENEFIT 18
PENSION EXPENSE AND DEFERREDCOMPENSATION 15
ALLOWANCE FORUNCOLLECTIBLEACCOUNTSACCOUNT 13

AND DAMAGE
CORPORATEALLOCATIONSALLOCATION IS

STORM COSTSCOST 14

CONTRACTORSCONTRACTOR 12

PSEG MERGER IONH COSTSCOST

OTHER 18

DECREASE IN OPERATINGAND MAINTENANCEEXPENSE

CONSISTSCONSIST OF SALARYCONTINUANCE SEVERANCE COSTSCOST CURTAILMENTCHARGESCHARGEFORPENSIONAND OTHERPOSTRETIREMENTBENEFITSBENEFIT AND SPECIALTERMINATIONBENEFITCHARGESCHARGERELATEDTO

OTHERPOSTRETIREMENTBENEFITSBENEFIT THE DECREASE REFLECTSREFLECTREDUCED SEVERANCERELATED ACTIVITYIN 2005 AS COMPAREDTO2004

EXCLUDESEXCLUDE SEVERANCERELATED EXPENSESEXPENSE AND PENSIONEXPENSE REFLECTSREFLECTFEWEREMPLOYEESEMPLOYEE COMPAREDTO PRIORYEAR AND REDUCTIONIN 2005 RELATEDTOESTIMATED MEDICAL PLAN
FEESFEE PORTIONOFTHE EMPLOYEEREDUCTIONIS OFFSETBY AN INCREASE IN CORPORATEALLOCATIONSALLOCATION

PENSION EXPENSE IN 2005 IS LOWERTHAN IN 2004 DUE IN LARGEPARTTO SIGNIFICANTPENSIONPLANCONTRIBUTIONSCONTRIBUTION MADE IN THE FIRSTQUARTEROF 2005 SEE NOTE 14 OFTHE COMBINED

NOTESNOTE TO CONSOLIDATED FINANCIAL STATEMENTSSTATEMENT FORADDITIONALINFORMATION

IMPAIRMENTOF GOODWILL DURINGTHE FOURTHQUARTEROF2005 COMED COMPLETEDTHE ANNUALLYREQUIREDASSESSMENT OFGOODWILLFORIMPAIRMENT
PURPOSESPURPOSE THE 2005 TESTINDICATED THATCOMEDSCOMED GOODWILLWAS IMPAIREDAND CHARGEOF12 BILLIONWAS RECORDEDTHE 2006 IMPAIRMENTWAS

DRIVEN BY CHANGESCHANGEIN THE FAIRVALUE OFCORNEDSCORNED PPA WITHGENERATIONTHE UPCOMINGEND OFCOMEDSCOMED TRANSITIONPERIODAND RELATEDTRANSITION

REVENUESREVENUE REGULATORYUNCERTAINTYIN ILLINOISILLINOI AS OFNOVEMBER 2005 ANTICIPATEDINCREASESINCREASE IN CAPITALEXPENDITURESEXPENDITUREIN FUTUREYEARSYEAR AND DECREASESDECREASE IN

MARKET VALUATIONSVALUATION OFCOMPARABLECOMPANIESCOMPANIE THATARE UTILIZEDTOESTIMATE THE FAIRVALUE OFCOMED AFTERREFLECTINGTHE IMPAIRMENTCOMED HAS

APPROXIMATELY35 BILLIONOFREMAININGGOODWILLAS OFDECEMBER 31 2005

DEPRECIATIONAND AMORTIZATION EXPENSE THE CHANGESCHANGE IN DEPRECIATIONAND AMORTIZATIONEXPENSE FOR2005 COMPAREDTO2004 CONSISTED OF

THE FOLLOWING

INCREASE

DE

DEPRECIATIONEXPENSE 17

OTHER AMORTIZATIONEXPENSE 14

INCREASE IN DEPRECIATIONAND OE EXPENSE

THE INCREASE IN DEPRECIATIONEXPENSE IS PRIMARILYDUE TOCAPITALADDITIONSADDITION

THE DECREASE IN OTHERAMORTIZATIONEXPENSE WAS PRIMARILYDUE TOCOMPLETINGTHE AMORTIZATIONOFONE OFCOMEDSCOMED SOFTWAREPACKAGESPACKAGE IN 2004

108

SOURCE EXELON CORP 10K FEBRUARY13 2007



OF

TAXESTAXE OTHER THAN INCOME THE CHANGESCHANGE IN TAXESTAXE OTHERTHAN INCOME FOR2005 COMPAREDTO2004 CONSISTED OFTHE FOLLOWING

INCREASE

DE

TAXESTAXE ON REVENUESREVENUE 13

TAX REFUND

OTHER

INCREASE IN TAXESTAXE OTHERTHAN INCOME

AS THESE TAXESTAXE WERE COLLECTEDFROM CUSTOMERSCUSTOMER AND REMITTEDTOTHE TAXINGAUTHORITIESAUTHORITIE AND INCLUDED IN REVENUESREVENUE AND EXPENSESEXPENSE THE INCREASE IN EXPENSE WAS OFFSETBY
CORRESPONDINGINCREASE IN REVENUESREVENUE

DURING2004 REFUNDWAS RECEIVED FORILLINOISILLINOI ELECTRICITYDISTRIBUTIONTAXESTAXE

INTEREST EXPENSE NET THE REDUCTIONIN INTERESTEXPENSE NETFOR2005 COMPAREDTO2004 WAS PRIMARILYDUE TOLONGTERMDEBT RETIREMENTSRETIREMENT

AND PREPAYMENTSPREPAYMENT IN 2004 PURSUANTTOEXELONSEXELON ACCELERATEDLIABILITYMANAGEMENTPLANAND SCHEDULED PAYMENTSPAYMENT ON LONGTERMDEBT OWED TOTHE

COMED TRANSITIONALFUNDINGTRUSTPARTIALLYOFFSETBY 16 MILLION DECREASE IN INTERESTINCOME ON THE LONGTERMRECEIVABLEFROM ULL LLC AS

RESULTOFTHISTHI RECEIVABLE BEINGREPAIDIN LATE2004

EQUITYIN LOSSESLOSSE OF UNCONSOLIDATED AFFILIATESAFFILIATE THE DECREASE IN EQUITYIN LOSSESLOSSE OFUNCONSOLIDATEDAFFILIATESAFFILIATE WAS RESULTOF DECREASE IN

INTERESTEXPENSE OFTHE DECONSOLIDATEDFINANCINGTRUSTSTRUST DUE TOSCHEDULED REPAYMENTSREPAYMENTOFOUTSTANDINGLONGTERMDEBT

NET LOSSLOS ON EXTINGUISHMENTOFLONGTERMDEBT IN 2004 EXELON INITIATEDAN ACCELERATEDLIABILITYMANAGEMENTPLANAT CORNED THAT

RESULTEDIN THE RETIREMENTOFAPPROXIMATELY768 MILLIONOFLONGTERMDEBT OFWHICH 618 MILLIONWAS RETIREDDURINGTHE THIRDQUARTEROF2004

DURING2004 COMED RECORDED CHARGEOF130 MILLION ASSOCIATED WITHTHE RETIREMENTOFDEBT UNDERTHE PLAN THE COMPONENTSCOMPONENTOFTHISTHI CHARGE
INCLUDEDTHE FOLLOWING86 MILLION RELATEDTOPREPAYMENTPREMIUMSPREMIUM 12 MILLION RELATEDTO NET UNAMORTIZED PREMIUMSPREMIUM DISCOUNTSDISCOUNT AND DEBT ISSUANCE

COSTSCOST 24 MILLION OFLOSSESLOSSE ON REACQUIREDDEBT PREVIOUSLYDEFERREDAS REGULATORYASSETSASSET AND 12 MILLION RELATEDTOSETTLEDCASHFLOW INTERESTRATE

SWAPSSWAP PREVIOUSLYDEFERREDAS REGULATORYASSETSASSET PARTIALLYOFFSETBY MILLION OFUNAMORTIZED GAINON SETTLEDFAIRVALUE INTERESTRATESWAPSSWAP

OTHER NET THE CHANGESCHANGE IN OTHERNET FOR2005 COMPAREDTO2004 INCLUDED 15 MILLION LOSSLOS ON SETTLEMENTOFCASHFLOW SWAPSSWAP IN 2005 SEE

NOTE OFTHE COMBINED NOTESNOTE TOCONSOLIDATED FINANCIAL STATEMENTSSTATEMENT FORFURTHERINFORMATION

INCOME TAXESTAXE THE EFFECTIVEINCOME TAX RATEWAS 11 60 AND 403 FOR2005 AND 2004 RESPECTIVELYTHE GOODWILLIMPAIRMENTCHARGE
DECREASED THE EFFECTIVEINCOME TAX RATEBY 1350 IN 2005 SEE NOTE 12 OFTHE COMBINED NOTESNOTE TOCONSOLIDATED FINANCIAL STATEMENTSSTATEMENT FORFURTHER

DETAILSDETAIL OFTHE COMPONENTSCOMPONENTOFTHE EFFECTIVEINCOME TAX RATESRATE

CUMULATIVE EFFECTOF CHANGEIN ACCOUNTINGPRINCIPLE THE CUMULATIVE EFFECTOF CHANGEIN ACCOUNTINGPRINCIPLEREFLECTSREFLECTTHE IMPACTOF

ADOPTINGFIN 47 AS OFDECEMBER 31 2005 SEE NOTE 13 OFTHE COMBINED NOTESNOTE TOCONSOLIDATED FINANCIAL STATEMENTSSTATEMENT FORFURTHERDISCUSSION OFTHE

ADOPTIONOF FIN 47
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ELECTRIC OPERATINGSTATISTICSSTATISTIC AND REVENUE DETAIL

ELECTRIC REVENUE

FULL SERVICE
RESIDENTIAL

SMALL COMMERCIAL INDUSTRIAL

LARGECOMMERCIAL INDUSTRIAL

PUBLIC AUTHORITIESAUTHORITIE ELECTRICRAILROADSRAILROAD

TOTALFULLSERVICE

PP
SMALL COMMERCIAL INDUSTRIAL

LARGECOMMERCIAL INDUSTRIAL

DELIVERY
SMALL COMMERCIAL INDUSTRIAL

LARGECOMMERCIAL INDUSTRIAL

TOTAL PPO AND DELIVERYONLY
TOTAL ELECTRICRETAILREVENUESREVENUE

WHOLESALE AND MISCELLANEOUSMISCELLANEOU REVENUE

TOTAL OPERATINGREVENUESREVENUE

UH UH

30042 26463 3579 135

21 378 21 662 284
7904 6913 991 143

UH 127
UH 79

5591 4110 1481 360

UH 117

UH 222

5677 6305 628 100
10 68

78
UH UH

UH 57

UH UH

2584 2295 289

1871 1649 22 13

408 380 28 74

UH 48
UH 78

385 274 111 405

UH 135

UH 263

95 128 33 258
48 23
81 244

UH 78
5776 5360 416 78

UH 102

UH 79

RETAIL LQ GWHSGWH

FULL SERVICE
RESIDENTIAL

SMALL COMMERCIAL INDUSTRIAL

LARGECOMMERCIAL INDUSTRIAL

PUBLIC AUTHORITIESAUTHORITIE ELECTRICRAILROADSRAILROAD

TOTALFULLSERVICE

PPO

SMALL COMMERCIAL INDUSTRIAL

LARGECOMMERCIAL INDUSTRIAL

DELIVERY
SMALL COMMERCIAL INDUSTRIAL

LARGECOMMERCIAL INDUSTRIAL

TOTAL PPO AND DELIVERYONLY
TOTAL RETAILDELIVERIESDELIVERIE

FULLSERVICE REFLECTSREFLECTDELIVERIESDELIVERIE TO CUSTOMERSCUSTOMER TAKINGELECTRICSERVICE UNDER TARIFFEDRATESRATE

DELIVERYONLYSERVICE REFLECTSREFLECTCUSTOMERSCUSTOMER ELECTINGTORECEIVE GENERATIONSERVICE FROM COMPETITIVEELECTRICGENERATIONSUPPLIER

FULL SERVICE REVENUE REFLECTSREFLECTDELIVERIESDELIVERIE TO CUSTOMERSCUSTOMER TAKINGELECTRICSERVICE UNDER TARIFFEDRATESRATE WHICH INCLUDE THE COSTOFENERGY AND THE COSTOF THE TRANSMISSION AND THE

DISTRIBUTIONOFTHE ENERGY
REVENUESREVENUE FROMCUSTOMERSCUSTOMER CHOOSINGTHE PPO INCLUDE AN ENERGY CHARGEATMARKET RATESRATE TRANSMISSION AND DISTRIBUTIONCHARGESCHARGE AND
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DELIVERYONLYREVENUESREVENUE REFLECTREVENUE UNDERTARIFFRATESRATE FROM CUSTOMERSCUSTOMER ELECTINGTORECEIVE ELECTRICITYFROM COMPETITIVEELECTRICGENERATIONSUPPLIERWHICH INCLUDESINCLUDE
DISTRIBUTIONCHARGEAND CTC PRIORTO COMEDSCOMED FULLINTEGRATIONINTOPJM ON MAY 2004 COMEDSCOMED TRANSMISSION CHARGESCHARGERECEIVED FROMCOMPETITIVEELECTRICGENERATION
SUPPLIERSSUPPLIERWERE INCLUDED IN WHOLESALEAND MISCELLANEOUSMISCELLANEOU REVENUE

WHOLESALE AND MISCELLANEOUSMISCELLANEOU REVENUESREVENUE INCLUDE TRANSMISSION REVENUE INCLUDINGREVENUE FROMPJM SALESSALE TO MUNICIPALITIESMUNICIPALITIEAND OTHERWHOLESALE ENERGY SALESSALE

RESULTSRESULT OF OPERATIONSPECO

FAVORABLE

UNFAVORABLE
UH

4910 4487 423OPERATINGREVENUESREVENUE

OPERATINGEXPENSESEXPENSE
PURCHASED POWER AND FUEL 2515 2172 343
OPERATINGAND MAINTENANCE 549 547

DEPRECIATIONAND AMORTIZATION 566 518 48
TAXESTAXE OTHERTHAN INCOME UH

TOTALOPERATINGEXPENSE 38
OPERATINGINCOME UH

OTHER INCOME AND DEDUCTIONSDEDUCTION

INTERESTEXPENSE NET 279 303 24

EQUITYIN LOSSESLOSSE OFUNCONSOLIDATEDAFFILIATESAFFILIATE 16 25
OTHERNET

TOTALOTHERINCOME AND DEDUCTIONSDEDUCTION 28 31
INCOME BEFORE INCOME TAXESTAXE AND CUMULATIVE EFFECTOF CHANGEIN ACCOUNTINGPRINCIPLE 767 704 63

INCOME TAXESTAXE UH

INCOME BEFORE CUMULATIVE EFFECTOF CHANGEIN ACCOUNTINGPRINCIPLE 520 455 65
CUMULATIVE EFFECTOF CHANGE IN ACCOUNTINGPRINCIPLE
NET INCOME 517 455 62
PREFERREDSTOCKDIVIDENDSDIVIDEND

NET INCOME ON COMMON STOCK UH UH

NET INCOME PECOSPECO NET INCOME IN 2005 INCREASED PRIMARILYAS RESULTOF HIGHERREVENUESREVENUE NET OFRELATEDPURCHASEDPOWER EXPENSE DUE TO
FAVORABLEWEATHERAND LOWERINTERESTEXPENSE DUE TOTHE SCHEDULED RETIREMENTOFDEBT OWED TO PARTIALLYOFFSETBYHIGHERCTC AMORTIZATION

OPERATINGREVENUESREVENUE THE CHANGESCHANGE IN PECOSPECO OPERATINGREVENUESREVENUE FOR2005 COMPAREDTO2004 CONSISTED OFTHE FOLLOWING

RATE CHANGESCHANGEAND MIX

CUSTOMER CHOICE

VOLUME
WEATHER

RETAILREVENUE

TO SECA RATESRATE

PJM TRANSMISSION
OTHER

WHOLESALE AND MISCELLANEOUSMISCELLANEOU

INCREASE IN OPERATINGREVENUESREVENUE

TOTAL

INCREASE

GAS DE

72 90
118 118

101 21 80

5U

JJQ
IQ
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RATE CHANGESCHANGEAND MIX THE INCREASE IN ELECTRICREVENUESREVENUE AT PECO ATTRIBUTABLETORATECHANGESCHANGEAND MIX RESULTEDFROM INCREASED RESIDENTIAL

SALESSALE WHICH ARE BILLEDAT HIGHERAVERAGE RATESRATE RELATIVETOOTHERCUSTOMERCLASSESCLASSE IN ADDITIONRATESRATE WERE HIGHERIN 2005 FORCERTAINLARGE
COMMERCIAL AND INDUSTRIALCUSTOMERSCUSTOMER WHOSE RATESRATE REFLECTWHOLESALEENERGYPRICESPRICE WHICH WERE HIGHERIN 2005 RELATIVETO2004

THE INCREASE IN GAS REVENUESREVENUE WAS DUE TOINCREASESINCREASE IN RATESRATE THROUGHPAPUCAPPROVEDCHANGESCHANGETOTHE PURCHASEDGAS ADJUSTMENTCLAUSE

THATBECAME EFFECTIVEMARCH 2004 MARCH 2005 JUNE 2005 SEPTEMBER 2005 AND DECEMBER 2005 THE AVERAGE PURCHASEDGAS COST
RATEPER MILLIONCUBIC FEET IN EFFECTFOR2005 WAS 12 HIGHERTHAN THE AVERAGE RATEFOR2004

CUSTOMER CHOICE ALLPECO CUSTOMERSCUSTOMER HAVE THE CHOICE TOPURCHASEENERGYFROM COMPETITIVEELECTRICGENERATIONSUPPLIERTHISTHI CHOICE DOESDOE

NOTIMPACTTHE VOLUME OFDELIVERIESDELIVERIE BUT AFFECTSAFFECT REVENUE COLLECTEDFROMCUSTOMERSCUSTOMER RELATEDTOSUPPLIEDENERGY AND GENERATIONSERVICE PECOSPECO

OPERATINGINCOME IS NOTAFFECTEDBYCUSTOMERCHOICE SINCE ANY INCREASE OR DECREASE IN REVENUESREVENUE IS COMPLETELYOFFSETBY ANY RELATEDINCREASE OR

DECREASE IN PURCHASEDPOWEREXPENSE

FOR 2005 AND 2004 AND 12 RESPECTIVELYOFENERGY DELIVEREDTO PECOSPECO RETAILCUSTOMERSCUSTOMER WAS PROVIDEDBYCOMPETITIVEELECTRIC

GENERATIONSUPPLIERSSUPPLIER

RETAIL CUSTOMERSCUSTOMER PURCHASINGENERGY FROM IVEH ELECTNCGENERATIONSUPPLIER
NUMBER OFCUSTOMERSCUSTOMER AT PERIODEND 44500 101500
PERCENTAGEOFTQ RETAILCUSTOMERSCUSTOMER

VOLUME GWHSGWH 2094 4605
PERCENTAGEOFTOTALRETAILDELIVERIESDELIVERIE 12

ONE GWH IS THE EQUIVALENTOFONE MILLION LQ KWH

THE INCREASE IN ELECTRICRETAILREVENUE ASSOCIATED WITH CUSTOMERCHOICE WAS PRIMARILYRELATEDTO SIGNIFICANTNUMBER OFRESIDENTIALCUSTOMERSCUSTOMER

RETURNINGTOPECO AS THEIRENERGY PROVIDERIN DECEMBER 2004 THISTHI ACTIONFOLLOWEDTHE ASSIGNMENTOFAPPROXIMATELY194000 RESIDENTIAL

CUSTOMERSCUSTOMER TOCOMPETITIVEELECTRICGENERATIONSUPPLIERSSUPPLIERFOR ONEYEAR TERM BEGINNINGIN DECEMBER 2003 AS REQUIREDBYTHE PAPUC AND PECOSPECO
FINALELECTRICRESTRUCTURINGORDER IN 2005 ADDITIONALCUSTOMERSCUSTOMER RETURNEDTOPECO AS THEIRENERGY SUPPLIERPRIMARILYAS RESULTOFTWO ALTERNATIVE

ENERGY SUPPLIERSSUPPLIEREXITINGTHE MARKET

VOLUME THE INCREASE IN ELECTRICREVENUESREVENUE WAS PRIMARILYAS RESULTOFHIGHERDELIVERYVOLUMEEXCLUSIVE OFTHE EFFECTSEFFECT OFWEATHER AND

CUSTOMERCHOICEDUE TOAN INCREASED NUMBER OFCUSTOMERSCUSTOMER AND INCREASED USAGE PER CUSTOMERACROSSACROS ALLCUSTOMERCLASSESCLASSE THE DECREASE IN GAS
REVENUESREVENUE ATTRIBUTABLETOLOWERDELIVERYVOLUMEEXCLUSIVE OFTHE EFFECTSEFFECT OFWEATHERWAS PRIMARILYDUE TODECREASED CUSTOMERUSAGE WHICH IS

CONSISTENTWITH RISINGGAS PRICESPRICE

WEATHER THE DEMAND FORELECTRICITYAND GAS IS AFFECTEDBYWEATHER CONDITIONSCONDITION WITH RESPECTTOTHE ELECTRICBUSINESSBUSINES VERYWARM WEATHER IN

SUMMER MONTHSMONTH AND WITH RESPECTTOTHE ELECTRICAND GAS BUSINESSESBUSINESSE VERYCOLDWEATHER IN OTHERMONTHSMONTH ARE REFERREDTOAS FAVORABLE WEATHER
CONDITIONSCONDITION BECAUSE THESE WEATHER CONDITIONSCONDITION RESULTIN INCREASED SALESSALE OFELECTRICITYAND GAS CONVERSELYMILD WEATHER REDUCESREDUCE DEMAND
REVENUESREVENUE WERE POSITIVELYAFFECTEDBYFAVORABLEWEATHERCONDITIONSCONDITION AT PECO IN 2005 COMPAREDTO2004 IN THE PECO SERVICE TERRITORYCOOLINGAND

HEATINGDEGREEDAYSDAY WERE 21 AND HIGHERRESPECTIVELYTHANTHE PRIORYEAR

TOSECA RATESRATE EFFECTIVEDECEMBER 2004 PJM BECAME OBLIGATEDTOPAY SECA COLLECTIONSCOLLECTIONTOPECO AND PECO BECAME OBLIGATEDTO

PAY SECA CHARGESSEE PURCHASED POWER AND FUEL
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EXPENSE BELOW THE ELIMINATION OFTO REVENUESREVENUE AND INCLUSIONOF SEGA REVENUESREVENUE HAD MINIMAL IMPACTON PECO AS TO REVENUESREVENUE RECOGNIZED
IN THE PASTWERE NOT MATERIALAND SEGA REVENUESREVENUE CURRENTLYBEINGRECOGNIZEDALSO ARE NOTMATERIAL SEE NOTE OFTHE COMBINED NOTESNOTE TO
CONSOLIDATED FINANCIAL STATEMENTSSTATEMENT FORMORE INFORMATIONON TO SEGA RATESRATE

OTHER WHOLESALEAND MISCELLANEOUSMISCELLANEOU REVENUESREVENUE ELECTRICREVENUESREVENUE INCREASED MILLION PRIMARILYDUE TOINCREASED WHOLESALESALESSALE AND GAS
REVENUESREVENUE DECREASED 10 MILLIONPRIMARILYDUE TODECREASED OFFSYSTEMSALESSALE

PURCHASED POWER AND FUEL EXPENSETHE CHANGESCHANGEIN PEGOSPEGO PURCHASEDPOWER AND FUELEXPENSE FOR2005 COMPAREDTO2004 CONSISTED OF
THE FOLLOWING

TOTAL

INCREASE

GAS DE

PRICESPRICE 83 90 173

GUSTOMERCHOICE 118 118

WEATHER 21 28

VOLUME 32 15 17

PJM IONH

SEGA RATESRATE

OTHER 13
INCREASE IN PURCHASEDPOWERAND FUELEXPENSE 343

PRICESPRICE PEGOSPEGO PURCHASEDPOWER EXPENSE INCREASED DUE TO CHANGEIN THE MIX OFAVERAGE PRICINGRELATEDTO ITSPPA WITH GENERATION FUEL

EXPENSE FORGAS INCREASED DUE TOHIGHERGAS PRICESPRICE SEE OPERATINGREVENUESREVENUE ABOVE

CUSTOMER CHOICE THE INCREASE IN PURCHASEDPOWER EXPENSE FROM CUSTOMERCHOICE WAS PRIMARILYDUE TO SIGNIFICANTNUMBER OF RESIDENTIAL

CUSTOMERSCUSTOMER RETURNINGTOPEGO AS THEIRENERGYPROVIDERIN DECEMBER 2004

WEATHER THE INCREASE IN PURCHASEDPOWERAND FUELEXPENSE ATTRIBUTABLETO WEATHERWAS PRIMARILYDUE TOSERVINGTHE INCREASED DEMAND DUE
TOFAVORABLEWEATHERCONDITIONSCONDITION IN THE PEGO SERVICETERRITORY

VOLUME THE INCREASE IN PURCHASEDPOWER EXPENSE ATTRIBUTABLETOVOLUMEEXCLUSIVE OFTHE EFFECTSEFFECT OFWEATHERAND CUSTOMERCHOICEWAS DUE

PRIMARILYTOAN INCREASED NUMBER OFCUSTOMERSCUSTOMER AND INCREASED USAGE PER CUSTOMERACROSSACROS ALLCUSTOMERCLASSESCLASSE THE DECREASE IN GAS FUELEXPENSE
ATTRIBUTABLETOVOLUME EXCLUSIVEOFTHE EFFECTSEFFECT OFWEATHERWAS DUE TODECREASED CUSTOMERUSAGE WHICH IS CONSISTENTWITH RISINGGAS PRICESPRICE

SECA RATESRATE EFFECTIVEDECEMBER 2004 PJM BECAME OBLIGATEDTOPAY SEGA COLLECTIONSCOLLECTION TOPEGO AND PEGO BECAME OBLIGATEDTOPAY
SEGA CHARGESCHARGE DURING2005 AND 2004 PECO RECORDEDSEGA CHARGESCHARGE OF10 MILLION AND MILLIONRESPECTIVELYSEE NOTE OFTHE COMBINED

NOTESNOTE TOGONSOLIDATED FINANCIAL STATEMENTSSTATEMENT FORMORE INFORMATIONON TO AND SEGA RATESRATE

OTHER THE DECREASE IN GAS FUELEXPENSE OF13 MILLION WAS ASSOCIATED WITH DECREASED OFFSYSTEMSALESSALE
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OF

OPERATINGAND MAINTENANCE EXPENSE THE CHANGESCHANGEIN OPERATINGAND MAINTENANCE EXPENSE FORTHE 2005 COMPAREDTO2004 CONSISTED OF

THE FOLLOWING

INCREASE

DE

CONTRACTORSCONTRACTOR

STORM COSTSCOST

IMPLEMENTATIONOFNEW CUSTOMER INFORMATIONAND BILHNGSYSTEM
PSEG MERGER INTEGRATIONCOS
SEVERANCERELATED EXPENSESEXPENSE
INJURIESINJURIEAND DAMAGESDAMAGE
OTHER

INCREASE IN OPERATINGAND MAINTENANCE EXPENSE

THE INCREASEWAS PRIMARILYDUE TO INCREASESINCREASE IN VEGETATIONMANAGEMENTSERVICESSERVICE COMPAREDTO THE PRIORYEAR ATPECO

CONSISTSCONSIST OF SALARYCONTINUANCE SEVERANCE COSTSCOST CURTAILMENTCHARGESCHARGEFORPENSIONAND OTHERPOSTRETIREMENTBENEFITSBENEFITAND SPECIALTERMINATIONBENEFIT CHARGESCHARGERELATEDTO

OTHERPOSTRETIREMENTBENEFITSBENEFIT THE DECREASE REFLECTSREFLECTREDUCED SEVERANCERELATED ACTIVITYIN 2005 COMPAREDTO2004

DEPRECIATIONAND AMORTIZATION EXPENSETHE CHANGESCHANGEIN DEPRECIATIONAND AMORTIZATIONEXPENSE FOR2005 COMPAREDTO2004 CONSISTED OF

THE FOLLOWING

INCREASE

DE

COMPETITIVETRANSITIONCHARGEAMORTIZATION
ACCELE RATEDTIZAT OF PECO BILLINGSYSTEM 13

DEPRECIATIONEXPENSE
OTHER AMORTIZATIONEXPENSE
INCREASE IN DEPRECIATIONAND AMORTIZATIONEXPENSE

PECOSPECO ADDITIONALAMORTIZATIONOFTHE CTC IS IN ACCORDANCEWITH ITS ORIGINALSETTLEMENTUNDERTHE PENNSYLVANIACOMPETITIONACT

IN JANUARY2005 AS PARTOF BROADERSYSTEMSSYSTEM STRATEGYATPECO ASSOCIATED WITH THE PROPOSEDMERGER WITH PSEG EXELONSEXELON BOARD OF DIRECTORSDIRECTOR APPROVEDTHE

IMPLEMENTATIONOF NEW CUSTOMERINFORMATIONAND BILLINGSYSTEMAT PECO THE APPROVALOFTHISTHI NEW SYSTEMREQUIRESREQUIRETHE ACCELERATEDAMORTIZATIONOF PECOSPECO CURRENT

SYSTEMTHROUGH2006 AND THE RECOGNITIONOFADDITIONALAMORTIZATION EXPENSE OF 13 MILLIONAND MILLIONIN 2005 AND 2006 RESPECTIVELY
THE INCREASE IN DEPRECIATIONEXPENSE IS PRIMARILYDUE TO CAPITALADDITIONSADDITION

TAXESTAXE OTHER THAN INCOME THE CHANGESCHANGE IN TAXESTAXE OTHERTHAN INCOME FOR2005 COMPAREDTO2004 CONSISTED OFTHE FOLLOWING

INCREASE

DE

REDUCTION IN CAPITALSTOCKTAX ACCRUALIN 209 17
REDUCTION IN REALESTATE ACCRUALIN 2005

TAXESTAXE ON UTILITYREVENUESREVENUE 24
OTHER

DECREASE TAXESTAXE OTHERTHAN INCOME

REPRESENTSREPRESENT REDUCTIONIN 2005 OFPRIORYEAR CAPITALSTOCK TAXACCRUALSACCRUAL AS RESULTOF FAVORABLEDECISION FROMTHE PENNSYLVANIABOARD OF FINANCE AND REVENUE

REPRESENTSREPRESENTTHE REDUCTIONOF REALESTATETAXACCRUALIN MARCH 2005 FOLLOWINGSETTLEMENTSSETTLEMENT BETWEEN PECO AND VARIOUSVARIOU TAXINGAUTHORITIESAUTHORITIE RELATEDTO PRIORYEAR TAX

ASSESSMENTSASSESSMENT SEE NOTE 18 OFTHE COMBINED NOTESNOTE TOTHE FINANCIAL STATEMENTSSTATEMENT FORADDITIONAL INFORMATION

AS THESE TAXESTAXE WERE COLLECTEDFROM CUSTOMERSCUSTOMER AND REMITTEDTO THE TAXINGAUTHORITIESAUTHORITIE AND INCLUDED IN REVENUESREVENUE AND EXPENSESEXPENSE THE INCREASEIN TAX EXPENSE WAS OFFSETBY

CORRESPONDINGINCREASE IN REVENUESREVENUE
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OF

INTEREST EXPENSE NET THE REDUCTIONIN INTERESTEXPENSE NET FOR2005 COMPAREDTO2004 WAS PRIMARILYDUE TOSCHEDULED PAYMENTSPAYMENT ON

LONGTERMDEBT OWED TOPETT

EQUITYIN LOSSESLOSSE OF UNCONSOLIDATEDAFFIIATESUNCONSOLIDATEDAFFIIATE THE DECREASE IN EQUITYIN LOSSESLOSSE OFUNCONSOLIDATEDAFFILIATESAFFILIATE WAS RESULTOF DECREASE IN

INTERESTEXPENSE OFTHE DECONSOLIDATEDFINANCINGTRUSTSTRUST OFPECO DUE TOSCHEDULED REPAYMENTSREPAYMENTOFOUTSTANDINGLONGTERMDEBT

INCOME TAXESTAXE SH EFFECTIVEINCOME TAX RATEWAS 322 FOR2005 COMPAREDTO354 FOR2004 THE LOWEREFFECTIVETAX RATEREFLECTSREFLECT

STATEINCOME TAX BENEFITRECORDEDAS RESULTOFTHE FAVORABLESETTLEMENTOF 2000 PENNSYLVANIACORPORATENET INCOME TAX AUDIT SEE NOTE 12 OF

THE COMBINED NOTESNOTE TOCONSOLIDATED FINANCIAL STATEMENTSSTATEMENT FORFURTHERDETAILSDETAIL OFTHE COMPONENTSCOMPONENTOFTHE EFFECTIVEINCOME TAX RATESRATE

CUMULATIVE EFFECTOF CHANGEIN ACCOUNTINGPRINCIPLETHE CUMULATIVE EFFECTOF CHANGEIN ACCOUNTINGPRINCIPLEREFLECTSREFLECTTHE IMPACTOF

ADOPTINGFIN 47 AS OFDECEMBER 31 2005 SEE NOTE 13 OFTHE COMBINED NOTESNOTE TOCONSOLIDATED FINANCIAL STATEMENTSSTATEMENT FORFURTHERDISCUSSION OFTHE

ADOPTIONOF FIN 47

PECO ELECTRIC OPERATINGSTATISTICSSTATISTIC AND REVENUE DETAIL

PECOSPECO ELECTRICSALESSALE STATISTICSSTATISTIC AND REVENUE DETAIL ARE AS FOLLOWSFOLLOW

RETAIL LVER GWHSGWH UH UH

LL

RESIDENTIAL 13135 10349 2786 269

SMALL COMMERCIAL INDUSTRIAL 7263 6728 535

LARGECOMMERCIAL INDUSTRIAL 15205 14908 297 20

PUBLIC AUTHORITIESAUTHORITIE ELECTRICILR 53

TOTAL FULL 111

DELIVERYONLY
RESIDENTIAL 334 2158 1824 845
SMALL COMMERCIAL 687 430 25
LARGECOMMERCIAL INDUSTRIAL 25 338

TOTALRQYH ONLY 54
TOTAL RETAILDELIVERIESDELIVERIE UH 31

FULLSERVICE REFLECTSREFLECTDELIVERIESDELIVERIE TO CUSTOMERSCUSTOMER TAKINGELECTRICSERVICE UNDERTARIFFEDRATESRATE

DELIVERYONLYSERVICE REFLECTSREFLECTCUSTOMERSCUSTOMER RECEIVINGELECTRICGENERATIONSERVICE FROM COMPETITIVEELECTRICGENERATIONSUPPLIER
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OF

2005

59751

85

59949 198

87
68
23

295

82

54

50

157

1705
818

1173
84

25

63

13

101

212

1317
756

1113
80

164

86

20

270

203

ELECTRIC REVENUE 2005 2004 VARIANCE

FULL SERV1CE
RESIDENTIAL 388

SMALL COMMERCIAL INDUSTRIAL 62

LARGECOMMERCIAL INDUSTRIAL 60

PUBLIC AUTHORITIESAUTHORITIE ELECTRICRAILROADSRAILROAD

TOTALFULLSERVICE 514

DELIVERY
RESIDENTIAL 139 848
SMALL COMMERCIAL INDUSTRIAL 23
LARGECOMMERCIAL INDUSTRIAL 350

TOTALDELIVERYONLY
TOTAL ELECTRIC RETAILREVENUESREVENUE 345 98

WHOLESALE AND MISCELLANEOUSMISCELLANEOU REVENUE 44
TOTAL ELECTRIC AND OTHER REVENUE 354 95

FULLSERVICE REVENUE REFLECTSREFLECTREVENUE FROMCUSTOMERSCUSTOMER TAKINGELECTRICSERVICE UNDERTARIFFEDRATESRATE WHICH INCLUDESINCLUDE THE COSTOFENERGY THE COSTOFTHE TRANSMISSION AND THE
DISTRIBUTIONOFTHE ENERGY AND CTC

DELIVERYONLYREVENUE REFLECTSREFLECTREVENUE FROMCUSTOMERSCUSTOMER RECEIVINGGENERATIONSERVICE FROM COMPETITIVEELECTRICGENERATIONSUPPLIERWHICH INCLUDESINCLUDE DISTRIBUTIONCHARGE
AND CTC

WHOLESALE AND MISCELLANEOUSMISCELLANEOU REVENUESREVENUE INCLUDETRANSMISSION REVENUE FROM PJM AND OTHERWHOLESALEENERGY SALESSALE

PECOSPECO GAS SALESSALE STATISTICSSTATISTIC AND REVENUE DETAIL

PECOSPECO GAS SALESSALE STATISTICSSTATISTIC AND REVENUE DETAILWERE AS FOLLOWSFOLLOW

DELIVERIESDELIVERIE TO CUSTOMERSCUSTOMER IN MILLION CUBIC FEETCF
RETAIL SALESSALE

TRANSPORTATION
TOTAL

REVENUE 2005 2004 VARIANCE CHANGE
RETAIL SALESSALE 783 702 81

TRANSPORTATION 16 18 111
RESALESRESALE AND OTHER 18 28 10 357
TOTALGAS REVENUE 817 748 69 92

LIQUIDITYAND CAPITALRESOURCESRESOURCE

THE REGISTRANTSREGISTRANTBUSINESSESBUSINESSE ARE CAPITALINTENSIVE AND REQUIRECONSIDERABLE CAPITALRESOURCESRESOURCE THESE CAPITALRESOURCESRESOURCE ARE PRIMARILYPROVIDED
BYINTERNALLYGENERATEDCASH FLOWSFLOW FROMOPERATIONSOPERATIONWHEN NECESSARY THE REGISTRANTSREGISTRANTOBTAINFUNDSFUND FROMEXTERNALSOURCESSOURCE IN THE CAPITALMARKETSMARKET
AND THROUGHBANK BORROWINGSBORROWINGTHE REGISTRANTSREGISTRANTACCESSACCES TOEXTERNALFINANCINGON REASONABLETERMSTERM DEPENDSDEPEND ON THEIRCREDITRATINGSRATINGAND CURRENT
BUSINESSBUSINES CONDITIONSCONDITIONINCLUDINGTHATOFTHE UTILITYINDUSTRYIN GENERALIF THESE CONDITIONSCONDITION DETERIORATETOTHE EXTENTTHATTHE REGISTRANTSREGISTRANTNO LONGERHAVE

ACCESSACCES TOTHE CAPITALMARKETSMARKET AT REASONABLETERMSTERM EXELONGENERATIONCORNED AND PECO HAVE ACCESSACCES TOREVOLVINGCREDITFACILITIESFACILITIE WITH AGGREGATE
BANK COMMITMENTSCOMMITMENT OF BILLION BILLION BILLIONAND 600 MILLIONRESPECTIVELYTHATTHEYCURRENTLYUTILIZETOSUPPORTTHEIRCOMMERCIAL PAPER

PROGRAMSPROGRAM AND TO ISSUE LETTERSLETTER OFCREDIT SEE THE CREDIT ISSUESISSUE SECTION OFLIQUIDITYAND CAPITALRESOURCESRESOURCE FORFURTHERDISCUSSION
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