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PECO Regulatory Update

Lisa Crutchfield
Vice President, PECO Regulatory & External Affairs

Source: EXELON CORP, 8-K, December 12, 2006



Regulatory Position ey

v PA Regulatory
» Constructive regulatory environment
» Good open relations with Public Utility Commission (PUC)
« Provider of Last Resort (POLR) and Alternative Energy Portfolio
Standard (AEPS) rulemakings are a priority for the PUC
v PA Legislative

« Senate — Republicans maintain control and new leadership in
place

+ House - Democrats take 1 seat majority on final vote count. New
leadership in place

« Governor — Rendell reelected with strong mandate - healthy
relations

Source: EXELON CORP, 8-K, December 12, 2006



Regulatory Position

v T&D rate cap expires at the end of 2006; no plans for
T&D rate increases through 2010 — will continue to
monitor

v Total electric rates increase 4.8% on 1/1/07 (all of the
increase is in the energy rate)

v Expect FERC activity on transmission rate design 2007-
2009

v Finalization of POLR rules and implementation of PECO
ptan will be a key focus area

v Potential for a Gas rate case

Source: EXELON CORP, 8-K, December 12, 2006



Post 2010 Planning

v Active participation in PUC POLR rulemaking
+ Proposed POLR rulemaking issued December 2004
» Final POLR rules by April 2008
+ May 2006 PUC Investigation on Rate Shock

¥ Monitor other POLR developments
< Pike County, Penn Power, Duquesne plans in place
« First Energy, PP&L filings pending

v Pursue workable strategies for PECO
= Potential AEPS early procurement
+ Potential POLR procurement phase-in

Source: EXELON CORP, 8-K, December 12, 2006
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PECO Expected Rate Base
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PECO Average Electric Rates
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__Exelon.

Disciplined Financial Management

John F. Young
Executive Vice President, Finance and Markets
Chief Financial Officer

Source: EXELON CORP, 8-K, December 12, 2006



The Exelon Story - Value Driven

Exelon.

ComEd. - Completing the transition to a "wires-only” business with a
et regulatory recovery plan in place

+ Predictable source of earnings through transition period;

preparing for 2011

.+ Premier .S, nuclear generator uniquely positioned to caplure
»‘ markel opporiunities through operational and commercial excellence

« Primary source of Exelon’s value going forward

Exelon. |

~10% average annual operaling EPS growth since inception
Ceonlinued strong growth trend through 2011
Strong balance sheel and financlal discipline
Realigning value return framework
Experienced management team

Wog Sow pREVITE ATDARaI Tor agisted (- A6Fs Parhy wosoliionr Al

Source: EXELON CORP, 8-K, December 12, 2006



2006 Financial Performance
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P

An Exelon Company

Source: EXELON CORP, 8-K, December 12, 2006



ComEd Operating Earnings:
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ComEd Key Issues

v Distribution rate case rehearing decision

v Residential rate mitigation plan

+ ICC filing

» Pending compromise rate phase-in legislation
v Potential rate freeze legislation
v Transmission rate case filing with FERC

v Regulatory recovery plan implementation

P

Source: EXELON CORP, 8-K, December 12, 2006
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Source: EXELON CORP, 8-K, December 12, 2006



PECO Operating Eamings:
Next Five Years
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Exel:

Generation

—

Source: EXELON CORP, 8-K, December 12, 2006



Exelon Generation Operating e
Eamings Drivers: Next Five Years
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Valuing Exelon Generation
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Source: EXELON CORP, 8-K, December 12, 2006



2007 Earnings Guidance

Operating EPS . $4.00 - $4.30 per share .
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Strategic Policy Alignment
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Exelon.

Value Retum Framework

Free Cash Flow before Dividends and CapEx
31.,&

I\
Maintenance Capital and Committed Dividends

W

Eouals
¥

Available Cash and Balance Sheet Capacity

v
Moretize

|

Strengthen Balance Sheet
Ingrease Fmamm megy

Source: EXELON CORP, 8-K, December 12, 2006



Value Return Policy

v Exelon’s changing compaosition of earnings warrants a new value
return policy

«  Existing dividend policy based on a business mix in which the regulated
ulilities contributed a larger share of eamings

+ Existing share repurchase program designed solely {o offsel dilution from
shares issued under Exelon’s incentive compensalion plans

v The new policy:
> iEstai;.?i&;hes a base dividend that is anticipated to grow modestly over
ime &
+ Wil refurn excess cash and/or balance shest capacily through shars
repurchases
- Ry funding maintenance capital and committed dividends
- ihe absencs of higher valus-added growth opporunilies
~ Maintains appropriale credit melics on a prospeciive basis

Base dividend established al $1.76 per share starting Q1 20%3?
a 10% increase over the current dividend '

£ Exte QIR 90 240RILD GBI Dy The BO301of Dikoky

Source: EXELON CORP, 8-K, December 12, 2006



2007 Projected g,
Sources and Uses of Cash
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2011 Balance Sheet Capacity
(lllustrative)
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Exelon.

Creating Shareholder Value

v Strong financial and operating performance in 2006

¥ Uniguely positioned generation business, driving continued
strong growth through 2011

v Managing the transition to competitive markets in lllinois and
Pennsylvania

v Executing regulatory recovery plan to put ComEd on a path
toward appropriate returns and solid credit metrics

¥" Financial policies aligned with changing composition of
earnings

¥ Increasingly strong cash flows and balance sheet

v Committed to returning substantial cash to shareholders

through new value return policy, while maintaining financial
flexibility

e

Source: EXELON CORP, 8-K, December 12, 2006



Appendix -
Financial and Operational

Statistics

Source: EXELON CORP, 8-K, December 12, 2006
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