
IF THEREQUIREDAPPROVALOF OUR OR PSEG SHAREHOLDERSSHAREHOLDERIS NOT OBTAINEDAT THERESPECTIVESHAREHOLDER

MEETINGSMEETING

IF NONAPPEALABLEORDERHASBEEN ENTEREDPROHIBITINGTHEMERGEROR IN CONNECTIONWITH THEREQUIRED
REGULATORYAPPROVALSAPPROVALAN ORDERHASBEEN ENTEREDTHATIS BURDENSOME ORDER AS DEFINEDIN THEMERGER
AGREEMENTTHATIS NONAPPEALABLEFINALORDER

IF THEBOARDOFDIRECTORSDIRECTOROFTHE OTHERPARTYWITHDRAWSWITHDRAWQUALIFIESQUALIFIEOR MODIFIESMODIFIE ITSDECLARATIONAPPROVALOR

RECOMMENDATIONIN MANNER ADVERSETO THEOTHERPARTYOR

IF THE OTHERPARTYBREACHESBREACHE ITSREPRESENTATIONSREPRESENTATIONWARRANTIESWARRANTIEOR COVENANTSCOVENANT IN THEMERGERAGREEMENTWHICH

BREACHRESULTSRESULTIN FAILUREOFONE OFTHE CONDITIONSCONDITION TO COMPLETIONOFTHEMERGERBEINGSATISFIEDAND IS NOT

CURABLEOR CURED

THE MERGERAGREEMENTMAY ALSOBE TERMINATEDBYEITHEROFUS OR PSEG PRIORTO COMPLETIONOF THEMERGER
UNDERCERTAINCIRCUMSTANCESCIRCUMSTANCE DEPENDINGUPONTHE NATURE OF THECIRCUMSTANCESCIRCUMSTANCEGIVINGRISETO ANY SUCHTERMINATIONOFTHE

MERGERAGREEMENTIN CERTAININSTANCESINSTANCE PSEG LDH BE REQUIREDTO PAY TO US TERMINATIONFEEOF 400 MILLION AND OUR

OUTOFPOCKETEXPENSESEXPENSE UP TO MAXIMUM OF40 MILLIONAND IN OTHERINSTANCESINSTANCE WE WOULDBE REQUIREDTOPAY PSEG

TERMINATIONFEEOF 400 MILLION AND UP TO 40 MILLION OFPSEGSPSEG OUTOFPOCKETEXPENSESEXPENSE

THE DISCUSSIONOF THEMERGERAGREEMENTABOVE IS QUALIFIEDIN ITSENTIRETYBYTHEMERGERAGREEMENTITSELF
WHICH IS INCORPORATEDHEREINBYREFERENCESEE EXELONSEXELON CURRENT REPORTON FORM 8K FILEDON DECEMBER21 2004 FOR

COMPLETECOPY OFTHEMERGERAGREEMENT
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EXELON AND PSEG UNAUDITED PRO FORMA CONDENSED COMBINED CONSOLIDATED FINANCIAL STATEMENTSSTATEMENT

THE FOLLOWINGEXELON AND PSEG UNAUDITED PROFORMA CONDENSEDCOMBINED CONSOLIDATEDFINANCIAL

STATEMENTSSTATEMENT ARE BASEDON OUR HISTORICALCONSOLIDATEDFINANCIALSTATEMENTSSTATEMENT AS ADJUSTEDFORDISCONTINUEDOPERATIONSOPERATIONSEE
SELECTEDFINANCIAL INFORMATIONAND THEHISTORICALCONSOLIDATEDFINANCIALSTATEMENTSSTATEMENT OF PSEG AFTERGIVINGEFFECTTO

THEMERGERUSINGTHEPURCHASEMETHODOF ACCOUNTINGWITH EXELON TREATEDAS THEACQUIRERAND

OUR 2004 DISPOSITIONOFBOSTONGENERATINGLLC PREVIOUSLYINDIRECTWHOLLYOWNEDSUBSIDIARY

AS DESCRIBEDIN THEACCOMPANYINGNOTESNOTE IF THEMERGERIS COMPLETEDOUR COSTTO ACQUIREPSEG WILLBE

ALLOCATEDTO THENET TANGIBLEAND IDENTIFIABLEINTANGIBLEASSETSASSET ACQUIREDAND LIABILITIESLIABILITIE ASSUMEDBASED UPONTHEIR

ESTIMATEDFAIRVALUESVALUE AS OFTHECOMPLETIONOFTHEMERGERTHE COMPLETIONOFTHEMERGERIS CURRENTLYEXPECTEDTO OCCUR

IN EITHERTHEFIRSTOR SECONDQUARTEROF2006 DEPENDINGON WHETHERTHEPARTIESPARTIEARE ABLETO REACHEARLYSETTLEMENTSSETTLEMENTIN THE

NEW JERSEYBUREAU OFPUBLIC UTILITIESUTILITIE NJBPU AND THEPENNSYLVANIAPUBLIC UTILITYCOMMISSION PUC PROCEEDINGSPROCEEDING
DESCRIBEDUNDERTHE PROPOSEDMERGER REGULATORYMATTERSMATTER RELATINGTO THEPROPOSEDMERGERIN ADDITIONIF FERC

WERE TO HOLD HEARINGON THEAPPLICATIONRELATINGTO THEMERGERTHEANTICIPATEDCLOSINGWOULDBE EXTENDEDINTOMID

2006 OR PERHAPSPERHAPLATER AS RESULTWE CANNOT PREDICTTHE ACTUALTIMINGOFTHEMERGERIF COMPLETEDTHE EXCESSEXCES OF

PURCHASEPRICEINCLUDINGESTIMATEDFEESFEE AND EXPENSESEXPENSE RELATEDTO THEMERGERINCURREDBYUS OVER THEPRELIMINARY
ESTIMATEDFAIRVALUESVALUE OFTHE NET ASSETSASSET ACQUIREDAND LIABILITIESLIABILITIE ASSUMEDIS CLASSIFIEDAS GOODWILLIN THEACCOMPANYING
EXELON AND PSEG UNAUDITED PROFORMA CONDENSEDCOMBINED CONSOLIDATEDBALANCESHEET WE MAY RECORDSOME

ADDITIONALLEVELOFAMORTIZABLEINTANGIBLEASSETSASSET NOT YETIDENTIFIEDOR RECORDEDIN THESE PRO FORMAFINANCIALSTATEMENTSSTATEMENT

THE AMORTIZATIONOFTHESEASSETSASSET MAY ADVERSELYIMPACTFUTUREEARNINGSEARNINGOFTHE COMBINED COMPANY THE PURCHASEMETHOD

OF ACCOUNTINGAPPLIEDTO THEMERGERIS BASED ON CURRENTACCOUNTINGLITERATUREWHICH MAY BE AMENDED PRIORTO THE

COMPLETIONOF THEMERGERAND IF AMENDEDCOULDMATERIALLYIMPACTTHEALLOCATIONOFPURCHASEPRICE

THE EXELONAND PSEG UNAUDITED PROFORMA CONDENSEDCOMBINED CONSOLIDATEDSTATEMENTSSTATEMENT OFOPERATIONSOPERATION
GIVEEFFECTTOTHEMERGERAS THOUGHIT OCCURREDON JANUARY2004 THE EXELON AND PSEG UNAUDITED PROFORMA

CONDENSEDCOMBINED CONSOLIDATEDBALANCE SHEETGIVESGIVEEFFECTTO THEMERGERAS THOUGHIT OCCURREDON MARCH 31 2005

THE EXELONAND PSEG UNAUDITED PRO FORMA CONDENSEDCOMBINED CONSOLIDATEDFINANCIAL STATEMENTSSTATEMENT INCLUDE

ESTIMATESESTIMATE OFPOTENTIALADJUSTMENTSADJUSTMENTFOREVENTSEVENT THATARE

DIRECTLYATTRIBUTABLETO THEMERGER

FACTUALLYSUPPORTABLEAND

WITH RESPECTTO THESTATEMENTSSTATEMENT OFOPERATIONSOPERATIONEXPECTEDTO HAVE CONTINUINGIMPACTON THECOMBINED

COMPANYSCOMPANY RESULTSRESULT

THESE PRELIMINARYADJUSTMENTSADJUSTMENTARE BASEDON OUR AND PSEGSPSEG MANAGEMENTSMANAGEMENTCURRENTESTIMATESESTIMATE AND ARE SUBJECT
TO CHANGEPENDINGADDITIONALINFORMATIONTHATMAY COME TO THEIR KNOWLEDGEAND AS DECISIONSDECISION ARE MADE WITH RESPECTTO

THECORPORATERESTRUCTURINGEXPECTEDTO OCCUR FOLLOWINGTHE COMPLETIONOF THEMERGERTHE ACTUALADJUSTMENTSADJUSTMENTRECORDED

IN PURCHASEACCOUNTINGWILLBE BASED ON FINALVALUATIONSVALUATION AS DETERMINEDBY MANAGEMENTAND INDEPENDENTTHIRDPARTIESPARTIE
AND MAY DIFFERMATERIALLYFROMTHEPRELIMINARYAMOUNTSAMOUNT RECORDEDIN THEEXELON AND PSEG UNAUDITED PROFORMA

CONDENSEDCOMBINED CONSOLIDATEDFINANCIAL STATEMENTSSTATEMENT IF THEFINALVALUATIONINDICATESINDICATE THATTHEFAIRVALUEOFTHE ASSETSASSET

OFPSEG IS HIGHERTHANMANAGEMENTSMANAGEMENTCURRENTESTIMATESESTIMATETHEPERCENTAGEOFTHEPURCHASEPRICEALLOCATEDTO THESEASSETSASSET

WOULDBE GREATERTHANTHATCURRENTLYALLOCATEDTO THEM IN THEPRO INA FINANCIALSTATEMENTSSTATEMENT THE GREATERLEVELOF
AMORTIZABLEASSETSASSET WOULDRESULTIN ADDITIONALAMORTIZATIONWHICH MAY ADVERSELYIMPACTTHEFUTUREEARNINGSEARNINGOFTHE

COMBINED COMPANY

THE HISTORICALFINANCIALINFORMATIONOFEXELON AND PSEG AS OF AND FORTHE THREEMONTHSMONTH ENDED MARCH 31 2005

IS UNAUDITED THE HISTORICALFINANCIALINFORMATIONOF EXELONAND PSEG FORTHEYEAR ENDEDDECEMBER 31 2004 IS DERIVED

FROMTHEAUDITEDFINANCIALSTATEMENTSSTATEMENT OF EXELONAND PSEG RESPECTIVELYBUT DOESDOE NOT INCLUDEALL DISCLOSURESDISCLOSUREREQUIREDBY
GENERALLYACCEPTEDACCOUNTINGPRINCIPLESPRINCIPLEIN THE UNITED STATESSTATE GAAP
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YOU SHOULDREADTHE EXELONAND PSEG UNAUDITED PROFORMA CONDENSED COMBINED CONSOLIDATEDFINANCIAL

STATEMENTSSTATEMENT IN CONJUNCTIONWITH

THEACCOMPANYINGNOTESNOTE TO THE EXELONAND PSEG UNAUDITED PROFORMA CONDENSED COMBINED

CONSOLIDATEDFINANCIAL STATEMENTSSTATEMENT

THESEPARATEUNAUDITEDHISTORICALFINANCIALSTATEMENTSSTATEMENT OFEXELON AND PSEG AS OF AND FORTHE THREEMONTHSMONTH

ENDEDMARCH 31 2005 INCLUDEDAS APPLICABLEIN OUR QUARTERLYREPORTON FORM FORTHETHREEMONTHSMONTH
ENDED MARCH 31 2005 INCORPORATEDHEREINBYREFERENCEAND PSEGSPSEG QUARTERLYREPORTON FORM 10Q FOR

THETHREEMONTHSMONTH ENDEDMARCH 31 2005 WHICH IS NOT INCORPORATEDHEREINBYREFERENCEBUT IS AVAILABLEON

THEWEB SITEMAINTAINEDBYTHESEC AT LWWWSE

THESEPARATEHISTORICALFINANCIALSTATEMENTSSTATEMENT OFEXELON AND PSEG AS OF AND FORTHE YEAR ENDEDDECEMBER 31
2004 INCLUDEDAS APPLICABLEIN OUR ANNUALREPORTON FORM 10K FORTHE YEAR ENDEDDECEMBER 31 2004

INCORPORATEDHEREINBYREFERENCEAND PSEGSPSEG ANNUALREPORTON FORM 10K FORTHE YEAR ENDED

DECEMBER 31 2004 WHICHIS NOT INCORPORATEDHEREINBYREFERENCEBUTIS AVAILABLEON THE WEB SITE

MAINTAINEDBYTHESEC ATHTTPWWWSECGOV

OUR CURRENTREPORTON FORM 8K FILEDON MAY13 2005 IN WHICH ITEM ITEM AND ITEM OFOUR ANNUAL

REPORTON FORM 10K FORTHEYEARENDEDDECEMBER 31 2004 WERE RECASTAND

THE SELECTEDFINANCIAL INFORMATIONON PAGE S6 ABOVE

THE LON AND PSEG UNAUDITED PRO FORMA CONDENSED COMBINED CONSOLIDATEDFINANCIAL STATEMENTSSTATEMENT

ARE PRESENTEDFORILLUSTRATIVEPURPOSESPURPOSE ONLYAND ARE NOT NECESSARILYINDICATIVE OF WHAT THE COMBINED COMPANYSCOMPANY
FINANCIAL POSITIONOR OPERATINGRESULTSRESULT ACTUALLYWOULD HAVE BEEN HAD THE MERGERBEEN COMPLETEDON THE DATESDATE

INDICATED IN ADDITIONTHE EXELON AND PSEG UNAUDITED PRO FORMA CONDENSED COMBINED CONSOLIDATED

FINANCIAL STATEMENTSSTATEMENT DO NOT PURPORTTO PROJECTTHE FUTUREFINANCIAL POSITIONOR OPERATINGRESULTSRESULT OFTHE COMBINED

COMPANY
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EXELON AND PSEG

UNAUDITED PRO FORMA CONDENSED COMBINED CONSOLIDATED

STATEMENT OFOPERATIONSOPERATION
FOR THE THREE MONTHSMONTH ENDED MARCH 31 2005

IN MILLIONSMILLION

OPERATING REVENUESREVENUE

PRO FORMA

ADJUSTMENTSADJUSTMENTFOR

UH PSEG LES2EU UH EXELON PRO

UNAUDITED UNAUDITED

OPERATING EXPENSESEXPENSE

PURCHASEDPOWERAND FUEL 1190

OTHERINCOME ANDDEDUCTIONSDEDUCTION

INTERESTEXPENSE

DISTRIBUTIONSDISTRIBUTION ON PREFERRED
SECURITIESSECURITIE OFSUBSIDIARIESSUBSIDIARIE

EQUITYIN EARNINGSEARNINGOF

UNCONSOLIDATEDAFFILIATESAFFILIATE

OTHERNET

TOTAL OTHER INCOME

AND DEDUCTIONSDEDUCTION

INCOME BEFORE INCOME TAXESTAXE AND

MINORITY INTEREST

INCOME TAX PROVISION

INCOME FROM CONTINUING

OPERATIONSOPERATION

734

227

1294
474

820

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

STATEMENT OFOPERATIONSOPERATIONWHICH ARE AN INTEGRALPARTOFTHESESTATEMENTSSTATEMENT

OPERATINGAND MAINTENANCE

DEPRECIATIONAND AMORTIZATION

TAXESTAXE OTHERINCOME TAXESTAXE

TOTAL OPERATING EXPENSESEXPENSE

3561 3310 72 6984
44

42
10

1874 L8 3045

949 598 55 1553
319 190 21 530

2630 2705 5343

OPERATING INCOME 931 605 105 1641

190

36
30

215 23

20

37

27

402

197 152

258

453

168

347

107

26

507 285 28
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EXELON AND PSEG

UNAUDITED PRO FORMA CONDENSED COMBINED CONSOLIDATED

STATEMENT OFOPERATIONSOPERATION
FOR THE YEAR ENDED DECEMBER 31 2004

IN MILJIONSMILJION

PRO FORMA PRO FORMA

ADJUSTMENTFOR ADJUSTMENTSADJUSTMENT
BOSTON EXELON AS PSEG FORPROPOSED LON PRO

HISTORICA1 GENERATING HISTORICA1

OPERATING REVENUESREVENUE 14133 248 13885 10996 505 25544
14
189

B0Q
OPERATING EXPENSESEXPENSE

PURCHASEDPOWERANDFUEL 4929 222 4707 6057 178 10582
4IO

OPERATINGAND MAINTENANCE 3700 62 3638 2260 27 5925
DEPRECIATIONAND AMORTIZATION 1295 1291 719 86 2096
TAXESTAXE OTHERINCOME TAXESTAXE UH 139

TOTAL OPERATING

EXPENSESEXPENSE 29 UH 69

OPERATING INCOME 49 UH 1821 UH

OTHERINCOME ANDDEDUCTIONSDEDUCTION

INTERESTEXPENSE 828 823 859 1648

61
DISTRIBUTIONSDISTRIBUTION ON PREFERRED

SECURITIESSECURITIE OFSUBSIDIARIESSUBSIDIARIE

EQUITYIN EARNINGSEARNINGOF

UNCONSOLIDATEDAFFILIATESAFFILIATE 154 154 126 36
OTHERNET 90 UH 83

TOTAL OTHER INCOME

IONSH 92 85 65

INCOME LOSSLOS BEFORE

INCOME TAXESTAXE AND

MINORITY INTEREST 2577 36 2541 1167 760 4468
INCOME TAX PROVISIONBENEFIT 713 15 698 446 235 1607

228

MINORITYINTERESTINCOME
NETOFTAX

INCOME LOSSLOS FROM

CONTINUING OPERATIONSOPERATION UH 21 721 UH

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

STATEMENT OFOPERATIONSOPERATIONWHICH ARE AN INTEGRALPARTOF THESE STATEMENTSSTATEMENT
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NOTESNOTE TO EXELON AND PSEG UNAUDITED PRO FORMA CONDENSED

COMBINED CONSOLIDATED STATEMENT OFOPERATIONSOPERATION

EXELONHISTORICALPRESENTATION OUR HISTORICALPRESENTATIONREFLECTSREFLECTOUR HISTORICALFINANCIALSTATEMENTSSTATEMENT AS ADJUSTED
FORDISCONTINUEDOPERATIONSOPERATIONSEE OUR CURRENTREPORTON FORM 8K FILED ON MAY 13 2005

PSEG HISTORICALPRESENTATION CERTAINADJUSTMENTSADJUSTMENTHAVEBEEN MADE TO PSEGSPSEG HISTORICALPRESENTATIONIN ORDERTO

CONFORMTO EXELONSEXELON HISTORICALPRESENTATIONTHESE ADJUSTMENTSADJUSTMENTHAD NO IMPACTON THEHISTORICALINCOME FROM

CONTINUINGOPERATIONSOPERATIONREPORTEDBYPSEG

BOSTONGENERATINGLLC AMOUNTSAMOUNT REPRESENTTHEPROFORMAADJUSTMENTSADJUSTMENTREQUIREDTO ELIMINATE THEHISTORICALRESULTSRESULT

OFOPERATIONSOPERATIONOFBOSTONGENERATINGLLC PREVIOUSLYINDIRECTWHOLLYOWNEDSUBSIDIARYFROMEXELONSEXELON HISTORICAL

RESULTSRESULTOF OPERATIONSOPERATIONAS ADJUSTEDFORDISCONTINUEDOPERATIONSOPERATIONTHE DISPOSITIONOFTHISTHI BUSINESSBUSINES MET THESIGNIFICANCE
TESTUNDERSEC REGULATIONSX ARTICLE RULE 305 ACCORDINGLYBOSTON GENERATINGLLC RESULTSRESULTOFOPERATIONSOPERATION
HAVEBEEN EXCLUDEDFROMTHE EXELONAND PSEG UNAUDITED PROFORMA CONDENSEDCOMBINED CONSOLIDATED

FINANCIAL STATEMENTSSTATEMENT

OPERATINGREVENUESREVENUE AND PURCHASEDPOWER AND FUEL REPRESENTSREPRESENTTHE PRO FORMAADJUSTMENTSADJUSTMENTREQUIREDTO REFLECTTHE

NET INCREMENTALOPERATINGREVENUE AND NET REDUCTIONIN FUELEXPENSE RESULTINGFROMTHEAMORTIZATIONOFTHEFAIR

VALUATIONADJUSTMENTRELATEDTO PSEGSPSEG POWER SUPPLYAND FUELCONTRACTSCONTRACT SEEBALANCESHEETNOTE 10 AS WELLAS THE

REDUCTIONIN OPERATINGREVENUE RELATEDTO INCREASEDAMORTIZATIONOFPOWERSUPPLYCONTRACTSCONTRACT ASSOCIATEDWITH PSEG

GLOBALLLC GLOBAL

OPERATINGAND MAINTENANCE EXPENSE REPRESENTSREPRESENTTHEPRO FORMAADJUSTMENTREQUIREDTO REFLECTADDITIONALACCRETION

EXPENSEARISINGFROMTHE FAIRVALUATIONOF PSEGSPSEG ASSETRETIREMENTOBLIGATIONSOBLIGATIONRELATEDTO ITSNUCLEARGENERATING
FACILITIESFACILITIE SEEBALANCESHEETNOTE

DEPRECIATIONAND AMORTIZATION EXPENSEREPRESENTSREPRESENTTHEPRO FORMAADJUSTMENTREQUIREDTO REFLECTTHENET

INCREMENTALDEPRECIATIONAND AMORTIZATIONEXPENSE RESULTINGFROMTHE FAIRVALUATIONOFPOWERGENERATINGASSETSASSET

NUCLEARFUELAND CONSOLIDATEDGLOBALGENERATINGASSETSASSET DETAILEDAS FOLLOWSFOLLOW IN MILLIONSMILLION

ADJUSTMENTFORTHE

THREE MONTHSMONTH ADJUSTMENTFOR THE

ENDED YEAR ENDED

MARCH 31 UH DECEMBER 31

POWER GENERATINGASSETSASSET SEE BALANCESHEETNOTE 21 82

NUCLEARFUELAND RELATEDINTANGIBLESEEBALANCESHEET

NOTE 20

CONSOLIDATEDPSEG GLOBALGENERATINGASSETSASSET SEEBALANCE

SHEETNOTE

TOTAL

16

21 86

SI



INTERESTEXPENSEREPRESENTSREPRESENTTHEPROFORMAADJUSTMENTTO INTERESTEXPENSEOF 23 MILLION AND 95 MILLION RESULTING
FROMTHEFAIRVALUATIONOF PSEGSPSEG THIRDPARTYDEBTFORTHEPERIODSPERIODENDED MARCH 31 2005 AND DECEMBER 31 2004

RESPECTIVELYSEEBALANCESHEETNOTE ADDITIONALLYPROFORMAADJUSTMENTSADJUSTMENTTO INTERESTEXPENSEOF20 MILLION

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

AMORTIZINGTHE DISCOUNTON THETRUSTPREFERREDSECURITIESSECURITIE WITHIN PSEGSPSEG EQUITYBASEDAWARDSAWARD AND SECURITIESSECURITIE

CONVERTIBLEINTO SHARESSHARE OF PSEG COMMON STOCKPARTICIPATINGUNITSUNIT SEEBALANCESHEETNOTE THE INCREASEIN

THE FAIRVALUE OFTHEDEBT ANDTHE ASSOCIATEDADJUSTMENTTO THEREGULATORYASSET AT PUBLIC SERVICEELECTRICAND GAS

COMPANYPSEG LL BE AMORTIZEDOVER THE SAME PERIODAND IN THE SAME AMOUNTSAMOUNT THROUGHINTERESTEXPENSEWITH

NO IMPACTTO THEINCOME STATEMENT AT PSEG THE FINALFAIRVALUEDETERMINATIONOFTHE DEBTIF THEMERGERIS

COMPLETEDWILLBE BASED ON PREVAILINGMARKETINTERESTRATESRATE AT THECOMPLETIONOF THEMERGERAND THENECESSARY

ADJUSTMENTWILLBE AMORTIZEDAS REDUCTIONIN THECASE OF PREMIUMTO BOOK VALUEOR AN INCREASEIN THECASE OF

DISCOUNTTO BOOK VALUETO INTERESTEXPENSE OVER THEREMAININGLIFEOFTHEINDIVIDUAL DEBTISSUESISSUE

EQUITYIN EARNINGSEARNINGOFUNCONSOLIDATEDAFFILIATESAFFILIATEAND OTHERNET REPRESENTSREPRESENTTHE PROFORMAADJUSTMENTREQUIREDTO

REFLECT NET DECREASEIN EQUITYIN EARNINGSEARNINGOF UNCONSOLIDATEDINVESTMENTSINVESTMENT AND NET INCREASEIN OTHERNET RESULTING
FROMTHEFAIRVALUEADJUSTMENTOFTHEBASISBASI OFPSEG GLOBALSGLOBAL EQUITYINVESTMENTSINVESTMENT IN DOMESTICAND FOREIGNENTITIESENTITIE
JOINTVENTURESVENTURE AND PARTNERSHIPSPARTNERSHIPSEEBALANCESHEETNOTE AND THERELATEDDECREASEIN EQUITYEARNINGSEARNINGTHATWOULD

HAVEBEEN RECORDEDBYPSEG HAD THEBASISBASI DIFFERENCEIN THEINVESTMENTBEEN AMORTIZED

OPERATINGREVENUESREVENUE AND INCOME TAX PROVISION REPRESENTSREPRESENTTHEPROFORMAADJUSTMENTREQUIREDTO INCREASE

OPERATINGREVENUESREVENUE RESULTINGFROMTHE FAIRVALUATIONOFPSEGSPSEG INVESTMENTSINVESTMENT IN LEVERAGEDLEASESLEASE SEE BALANCESHEET

NOTE ADJUSTMENTALSOREFLECTSREFLECT RELATEDINCREASEIN THEPROVISIONFORINCOME TAXESTAXE THE AMOUNTSAMOUNT DETERMINEDIN

THISTHI ADJUSTMENTWERE BASEDON THEPROVISIONSPROVISIONOFTHE FINANCIAL ACCOUNTINGSTANDARDSSTANDARD BOARDSBOARD FASB FINANCIAL

INTERPRETATIONNO 21 ACCOUNTINGFORLEASESLEASE IN BUSINESSBUSINES COMBINATION

10 INTERCOMPANYTRANSACTIONSTRANSACTION REPRESENTSREPRESENTTHEPROFORMAADJUSTMENTSADJUSTMENTREQUIREDTO ELIMINATE TRANSACTIONSTRANSACTIONBETWEEN

EXELON AND PSEG INCLUDEDIN EACHCOMPANYSCOMPANY HISTORICALFINANCIALSTATEMENTSSTATEMENT THE UNDERLYINGAMOUNTSAMOUNT IN THESE

ADJUSTMENTSADJUSTMENTRELATEPRIMARILYTO PURCHASESPURCHASEAND SALESSALE OFENERGY BETWEENTHECOMPANIESCOMPANIE

11 INCOME TAX PROVISION REPRESENTSREPRESENTTHEPRO FORMATAX EFFECTOF THEABOVE ADJUSTMENTSADJUSTMENTEXCLUSIVEOFTHETAX EFFECT

DESCRIBEDIN NOTE DETERMINEDBASEDON AN ESTIMATEDPROSPECTIVESTATUTORYTAX RATE OF40 FORTHECOMBINED

COMPANY THISTHI ESTIMATECOULDCHANGEBASEDON CHANGESCHANGEIN THEAPPLICABLETAX RATESRATE AND FINALIZATIONOFTHECOMBINED

COMPANYSCOMPANYTAX POSITION
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EXELON AND PSEG

UNAUDITED PRO FORMA CONDENSED

COMBINED CONSOLIDATED BALANCE SHEET

AS OFMARCH 31 2005

IN MILLIONSMILLION

PRO

FORMA

ADJUSTMENTSADJUSTMENT
EXELON PSEG FORPROPOSED EXELON PRO

HISTORICAL
ASSETSASSET UNAUDITED UNAUDITED

CASH ANDCASHEQUIVALENTSEQUIVALENT 360 332 683

RESTRICTEDCASHAND INVESTMENTSINVESTMENT 78 56 134

ACCOUNTSACCOUNT RECEIVABLENET 2285 1896 0Q2 4128
MARKTOMARKET DERIVATIVEASSETSASSET 579 293 56 816

INVENTORIESINVENTORIE 468 490 13 971

DEFERREDINCOME TAXESTAXE 99 21 28 148

OTHER 40
TOTAL CURRENT ASSETSASSET 4342 3335 117 7560

PROPERTYPLANTAND EQUIPMENTNET 21413 13797 1783 36473

564

REGULATORYASSETSASSET 4702 5008 270 9980
NUCLEARDECOMMISSIONINGTRUSTFUNDSFUND 5207 1077 6284
INVESTMENTSINVESTMENT 808 4309 63 3591

1463

GOODWILL 4696 512 8147 13355
INTANGIBLEASSETSASSET 363 114 280 1323

88

490

12

MARKTOMARKET DERIVATIVEASSETSASSET 359 44

PREFERREDDEBITSDEBIT AND OTHERASSETSASSET 518 247 10

TOTAL ASSETSASSET UH UH UH

SEE ACCOMPANYINGNOTESNOTE TO EXELON AND PSEG UNAUDITED PRO FORMA CONDENSED COMBINED BALANCE SHEETWHICH

ARE AN INTEGRALPARTOFTHESESTATEMENTSSTATEMENT
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EXELON AND PSEG

UNAUDITED PRO FORMA CONDENSED

COMBINED CONSOLIDATED BALANCE SHEET

AS OF MARCH31 2005

IN MILLIONSMILLION

PRO

FORMA

ADJUSTMENTSADJUSTMENT
EXELON PSEG FORPROPOSED EXELON PRO

UH UH
LIABILITIESLIABILITIE AND SHAREHOLDERSSHAREHOLDER EQUITY UNAUDITED UNAUDITED

COMMERCIAL PAPER 2326 370 2696
LONGTERMDEBTDUE WITHIN ONE YEAR 1011 528 1564

17

ACCOUNTSACCOUNT PAYABLE 882 83 12 2034
MARKTOMARKET DERIVATIVELIABILITIESLIABILITIE 865 419 57 1227
ACCRUEDEXPENSESEXPENSE 907 506 46

OTHER 12Q
TOTAL CURRENT LIABILITIESLIABILITIE 6840 3280 77 10043

LONGTERMDEBT 10997
14 12775 14 262 24407

182

DEFERREDCREDITSCREDIT AND OTHERLIABILITIESLIABILITIE

DEFERREDINCOME TAXESTAXE 4971 4217 1606 6813
769

UNAMORTIZED INVESTMENTTAX CREDITSCREDIT 272 62 334

ASSET RETIREMENTOBLIGATIONSOBLIGATION 4039 317 617

PENSION AND POSTRETIREMENTBENEFITOBLIGATIONSOBLIGATION 1096 215 1022 3071
738

SPENTNUCLEARFUELOBLIGATION 884 884

REGULATORYLIABILITIESLIABILITIE 2167 630 638

MARKTOMARKET DERIVATIVELIABILITIESLIABILITIE 411 281 12 684

OTHER 930 850 588 2359
Q1

TOTAL DEFERRED CREDITSCREDIT AND OTHER

LIABILITIESLIABILITIE UH UH

MINORITYINTERESTOFCONSOLIDATEDSUBSIDIARIESSUBSIDIARIE

PREFERREDSECURITIESSECURITIE OFSUBSIDIARIESSUBSIDIARIE 87 80 167

SHAREHOLDERSSHAREHOLDER EQUITY
COMMON STOCK 7757 4564 4564 20570

12813

TREASURYSTOCKAT COST 90 969 969 13 90
RETAINEDEARNINGSEARNING 3607 2576 3604

12

ACCUMULATEDOTHERCOMPREHENSIVELOSSLOS 1561 435 13 1539

TOTAL SHAREHOLDERSSHAREHOLDER EQUITY UH UH

TOTAL LIABILITIESLIABILITIE AND SHAREHOLDERSSHAREHOLDER

EQUITY UH UH UH

SEE ACCOMPANYINGNOTESNOTE TO EXELON AND PSEG UNAUDITED PRO FORMA CONDENSED COMBINED BALANCE SHEETWHICH

ARE AN INTEGRALPARTOF THESE STATEMENTSSTATEMENT
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NOTESNOTE TO EXELON AND PSEG UNAUDITED PRO FORMA CONDENSED

COMBINED CONSOLIDATED BALANCE SHEET

PSEG HISTORICALPRESENTATION CERTAINADJUSTMENTSADJUSTMENTHAVE BEENMADE TO PSEGSPSEG HISTORICALPRESENTATIONIN ORDERTO

CONFORMTO EXELONSEXELON HISTORICALPRESENTATION

GOODWILL THE ESTIMATEDTOTALPURCHASEPRICEOF THEMERGERBASED ON THEAVERAGEPERSHAREPRICEOF EXELON

COMMON STOCKDURINGTHETWO TRADINGDAYSDAY BEFOREAND THE TWO TRADINGDAYSDAY AFTERDECEMBER 20 2004 THEDATE

EXELON AND PSEG ANNOUNCEDTHEPROPOSEDMERGERAND THE EXCESSEXCES OFPURCHASEPRICEOVER THEBOOK VALUESVALUE OFTHE

ASSETSASSET ACQUIREDAND LIABILITIESLIABILITIE ASSUMEDARE AS FOLLOWSFOLLOW IN MILLIONSMILLION

VALUE OF EXELONCOMMON STOCKISSUED 12569

VALUE OF PSEG STOCKOPTIONSOPTIONASSUMED 62

VALUE OF PSEG STOCKPURCHASECONTRACTSEE NOTE

TOTALESTIMATEDPURCHASEPRICE 12813

LESSLES BOOK VALUEOFPSEG ASSETSASSET ACQUIREDAND LIABILITIESLIABILITIE ASSUMED

EXCESSEXCES OFPURCHASEPRICEOVER NET BOOK VALUE OFASSETSASSET ACQUIRED

UNDER THEPURCHASEMETHOD OFACCOUNTINGTHETOTALESTIMATEDPURCHASEPRICEAS SHOWNIN THETABLEABOVEIS

ALLOCATEDTO PSEGSPSEG NET TANGIBLEAND IDENTIFIABLEINTANGIBLEASSETSASSET ACQUIREDAND LIABILITIESLIABILITIE ASSUMEDBASED ON THEIR

ESTIMATEDFAIRVALUESVALUE AS OFMARCH 31 2005 THE FAIRVALUEOFTHESEASSETSASSET AND LIABILITIESLIABILITIE IS PRELIMINARYAND IS

SUBJECTTO CHANGEPENDINGADDITIONALINFORMATIONTHAT MAY COME TO OUR KNOWLEDGEAND RESTRUCTURINGDECISIONSDECISION

MADE UPON COMPLETIONOF THEMERGERADDITIONALLYTHEPURCHASEMETHOD OFACCOUNTINGAPPLIEDTO THEMERGERIS
BASED ON CURRENTACCOUNTINGLITERATUREWHICH MAY BE AMENDED PRIORTO THECOMPLETIONOFTHEMERGERAND IF

AMENDEDCOULDMATERIALLYIMPACTTHEALLOCATIONOF PURCHASEPRICETHE PRELIMINARYADJUSTMENTSADJUSTMENTTO THEASSETSASSET

ACQUIREDAND LIABILITIESLIABILITIE ASSUMEDARE AS FOLLOWSFOLLOW IN MILLIONSMILLION

EXCESSEXCES OFPURCHASEPRICEOVER NET BOOK VALUEOFASSETSASSET ACQUIRED

ADJUSTMENTSADJUSTMENTTO GOODWILLRELATEDTO

PROPERTYPLANTAND EQUIPMENTNET 1263
INTANGIBLEASSETSASSET 846
INVESTMENTSINVESTMENT 1526

REGULATORYASSETSASSET 270
DEFERREDTAX ASSETSASSET 28
OTHERASSETSASSET AND LIABILITIESLIABILITIE 17

ACCRUEDEXPENSESEXPENSE TRANSACTIONCOSTSCOST DIRECTLYRELATEDTO THEMERGER 46

PENSION AND POSTRETIREMENTBENEFITOBLIGATIONSOBLIGATION 1760

LONGTERMDEBT 660

ASSET RETIREMENTOBLIGATION 617

REGULATORYLIABILITY 638

POWER SUPPLYCONTRACTSCONTRACT 588

DEFERREDTAX LIABILITIESLIABILITIE

TOTALADJUSTMENTSADJUSTMENT

TOTALADJUSTMENTTO GOODWILL

S20



PURSUANTTO STATEMENTOF FINANCIAL ACCOUNTINGSTANDARDSSTANDARD SFASSFA NO 142 GOODWILL AND OTHERINTANGIBLE
ASSETSASSET GOODWILLIS NOT AMORTIZEDRATHERIMPAIRMENTTESTSTEST ARE PERFORMEDAT LEASTANNUALLYOR MORE FREQUENTLYIF

CIRCUMSTANCESCIRCUMSTANCEINDICATEAN IMPAIRMENTMAY HAVE OCCURREDIF AN IMPAIRMENTEXISTSEXIST THE GOODWILLIS IMMEDIATELY
WRITTENDOWNTO ITSFAIRVALUETHROUGHCURRENTCHARGETO EARNINGSEARNINGACCORDINGLYTHEGOODWILLARISINGFROMTHE

MERGERWILLBE SUBJECTTO AN IMPAIRMENTTESTAT LEASTANNUALLYADDITIONALLYTHISTHI GOODWILLWILLBE ALLOCATEDAND

PUSHEDDOWN TO THEUNDERLYINGSUBSIDIARIESSUBSIDIARIE WHOSEUNDERLYINGASSETSASSET AND LIABILITIESLIABILITIE GIVERISETOTHE FAIRVALUE

ADJUSTMENTSADJUSTMENT

POWER GENERATINGASSETSASSET REPRESENTSREPRESENTTHEPROFORMAADJUSTMENTREQUIREDTO RECORDPSEGSPSEG POWERGENERATING
ASSETSASSET AT ESTIMATEDFAIRMARKETVALUECOMPRISEDOF 29 BILLION WRITEUPOF PSEGSPSEG NUCLEARGENERATINGFACILITIESFACILITIE

AND 11 BILLION WRITEDOWN OFPSEGSPSEG FOSSILAND OTHERFACILITIESFACILITIE THESE ADJUSTMENTSADJUSTMENTWERE DETERMINEDBASED ON

EXELONSEXELON AND PSEGSPSEG MANAGEMENTSMANAGEMENTESTIMATESESTIMATE OFFAIRVALUEBASED ON ESTIMATESESTIMATE OFCOST PERKILOWATTOFPOWER

THE PRELIMINARYANALYSESANALYSEINDICATEDFAIRVALUEESTIMATESESTIMATE OFPSEGSPSEG NUCLEARGENERATINGFACILITIESFACILITIE RANGINGFROM

APPROXIMATELY21 BILLION TO 34 BILLION THESE ANALYSESANALYSEARE SIGNIFICANTLYAFFECTEDBYASSUMPTIONSASSUMPTIONREGARDING
NUCLEARPLANTCAPACITYFACTORSFACTORNRC LICENSEEXTENSIONSEXTENSION FOREACHOFTHENUCLEARFACILITIESFACILITIEOPERATINGCOSTSCOST AND THE

EXPECTEDMARKETPRICEFORELECTRICITYTHE 29 BILLIONADJUSTMENTREFLECTSREFLECTTHEDIFFERENCEBETWEENTHEHIGHPOINTOF

THERANGE AND THE5257 MILLION BOOK VALUEOFTHE NUCLEARSTATIONSSTATION AS OF MARCH 31 2005 AS EXELONMANAGEMENT
BELIEVESBELIEVE THISTHI TO BE AN APPROPRIATEESTIMATEOFTHE FAIRVALUEOFTHEUNDERLYINGASSETSASSET

THE PRELIMINARYANALYSESANALYSEINDICATEDFAIRVALUEESTIMATESESTIMATE OFPSEGSPSEG FOSSILAND OTHERFACILITIESFACILITIE RANGINGFROM

APPROXIMATELY24 BILLION TO 42 BILLION THE 11 BILLION ADJUSTMENTREFLECTSREFLECTTHEDIFFERENCEBETWEENTHE

MIDPOINTOFTHE RANGEAND THE43 BILLIONBOOK VALUEOF THEFACILITIESFACILITIE AS OFMARCH 31 2005 AS EXELON MANAGEMENT
BELIEVESBELIEVE THISTHI TO BE AN APPROPRIATEESTIMATEOFTHEFAIRVALUEOFTHEUNDERLYINGASSETSASSET

THESE ADJUSTMENTSADJUSTMENTWILLBE DEPRECIATEDOVER THE ESTIMATEDREMAININGUSEFULLIVESLIVE OFTHEUNDERLYINGASSETSASSET

THESE ADJUSTMENTSADJUSTMENTCOULDBE MATERIALLYAFFECTEDBYCHANGESCHANGEIN ESTIMATESESTIMATE OFFUTURECAPACITYFACTORSFACTOROPERATINGCOSTSCOST

CHANGESCHANGEIN NRC LICENSEEXTENSIONASSUMPTIONSASSUMPTIONAND THEEXPECTEDMARKETPRICEFORELECTRICITYAT CLOSINGOFTHE

MERGERINDEPENDENTAPPRAISALSAPPRAISALARE EXPECTEDTO BE COMPLETEDSUBSEQUENTTO THECLOSINGOFTHEMERGER

ON MAY 26 2005 SUBSIDIARYOF PSEG ENTEREDINTOAN AGREEMENTTO SELL POWERGENERATINGSTATIONLOCATEDIN

WATERFORDOHIO TO SUBSIDIARYOFAMERICAN ELECTRICPOWERCOMPANYSUBJECTTO CERTAINREGULATORYAPPROVALSAPPROVALTHE

SALEPRICEIS 220 MILLIONWHICH APPROXIMATESAPPROXIMATETHE ESTIMATEDFAIRVALUEOF THEASSET REFLECTEDIN THE UNAUDITED PRO

FORMA CONDENSEDCOMBINED CONSOLIDATEDFINANCIAL STATEMENTSSTATEMENT FORTHE COMBINED COMPANY THE IMPACTOFTHE

SALEON THECOMBINED COMPANYSCOMPANYUNAUDITED PROFORMA CONDENSEDCOMBINED CONSOLIDATEDFINANCIAL STATEMENTSSTATEMENT IS

NOT MATERIAL AS RESULTOFTHESALEAGREEMENTPSEG WILLPRESENTTHEWATERFORDPLANTAS DISCONTINUEDOPERATION
IN ITS FINANCIALSTATEMENTSSTATEMENT FILEDWITH THESEC IN FUTUREPERIODICREPORTSREPORTCOMMENCINGWITH PSEGSPSEG REPORTON FORM

L0Q FORTHEQUARTERLYPERIODENDED JUNE 30 2005

NUCLEARFUEL REPRESENTSREPRESENTTHEPRO FORMAADJUSTMENTREQUIREDTO RECORDPSEGSPSEG NUCLEARFUEL SUPPLYAT ESTIMATED

FAIRMARKETVALUE THE ADJUSTMENTWAS DETERMINEDBASEDON NUCLEARFUELSUPPLYCONTRACTSCONTRACT PREVIOUSLYENTEREDINTO

BYPSEG WITH TERMSTERM FAVORABLETO CURRENTMARKETPRICESPRICE THE ADJUSTMENTINCLUDESINCLUDE FAIRVALUEADJUSTMENTSADJUSTMENTTO THE

NUCLEARFUELPHYSICALLYCONTAINEDIN THENUCLEARREACTORSREACTOR AS WELLAS TO NUCLEARFUELSUPPLYCONTRACTSCONTRACT ACCORDINGLY
44 MILLION OFTHISTHI ADJUSTMENTWAS RECORDEDAS AN INCREASETO PROPERTYPLANTAND EQUIPMENTNET FORFUELIN THE

REACTORSREACTOR AND 88 MILLION WAS RECORDEDAS AN INTANGIBLEASSETWITHIN OTHERNONCURRENT ASSETSASSET FORNUCLEARFUELSUPPLY
CONTRACTSCONTRACT THE INTANGIBLEASSET WILLBE AMORTIZEDON STRAIGHTLINEBASISBASI OVER THETERMSTERM OFTHE UNDERLYINGCONTRACTSCONTRACT

PSEG GLOBALBUSINESSBUSINES REPRESENTSREPRESENTTHEPRO FORMAADJUSTMENTOF 347 MILLION REQUIREDTO RECORDAT FAIRVALUE

PSEGSPSEG CONSOLIDATEDPLANTAND NONCONSOLIDATEDEQUITYINVESTMENTSINVESTMENT IN DOMESTICAND FOREIGNENTITIESENTITIE JOINTVENTURESVENTURE

AND PARTNERSHIPSPARTNERSHIPTHE ADJUSTMENTWAS DETERMINEDBASEDON AN ASSESSMENT OFRECENT MARKETCOMPARABLEPURCHASE
AND SALETRANSACTIONSTRANSACTIONFORSIMILARINVESTMENTSINVESTMENT IN THE SAME REGIONOR IN THEABSENCEOFSUFFICIENTRECENT COMPARABLE
TRANSACTIONSTRANSACTIONEXELON AND PSEGSPSEG MANAGEMENTSMANAGEMENTASSESSMENT OF THE FAIRVALUE OFTHEINVESTMENT AFTERCONSIDERING
ALL AVAILABLEINFORMATIONTHATWOULDPROVIDEAN INDICATOROF FAIRVALUE ADDITIONALLYTHISTHI ADJUSTMENTCONSIDERSCONSIDER THE

ANTICIPATEDSTRATEGYOFTHE COMBINED COMPANY TO DIVESTIN AN ORDERLYFASHIONALLOR PORTIONOF THESEINVESTMENTSINVESTMENT

THATDONOT MEET THE STRATEGICOBJECTIVESOBJECTIVEOFTHECOMBINED COMPANY AFTERTHECLOSEOFTHEMERGERSEE RELATED
DISCUSSIONIN THE PROPOSEDMERGER RISK FACTORSFACTOR RISKSRISK RELATINGTO THE BUSINESSBUSINES OF THE COMBINED COMPANY



BECAUSE PORTIONOFTHE COMBINED COMPANYSCOMPANYBUSINESSBUSINES WILL BE CONDUCTEDOUTSIDETHEUNITED STATESSTATE ADVERSE

INTERNATIONALDEVELOPMENTSDEVELOPMENTCOULDNEGATIVELYIMPACTITSBUSINESSBUSINES

THE RANGEOF POTENTIALADJUSTMENTUSINGBOTHRECENT MARKETCOMPARABLEPURCHASEAND SALETRANSACTIONSTRANSACTIONFORSIMILAR

INVESTMENTSINVESTMENT IN THESAME REGIONAND DISCOUNTEDCASHFLOWMODELSMODEL WAS AN APPROXIMATEWRITEUPOF 500 MILLION TO

AN APPROXIMATEWRITEDOWN OF11 BILLION THE RANGEOFPOTENTIALADJUSTMENTBASED ONLYON RECENT MARKET

COMPARABLETRANSACTIONSTRANSACTIONWAS AN APPROXIMATEWRITEDOWN OF300 MILLION TO 800 MILLION UNTIL INDEPENDENTTHIRD

PARTYVALUATIONSVALUATION ARE RECEIVEDON EACHOFTHEUNDERLYINGINVESTMENTSINVESTMENTEXELONAND PSEG HAVE DETERMINEDTHEMID

POINTOFTHERANGEOFRECENT MARKETCOMPARABLETRANSACTIONSTRANSACTIONTO BE REASONABLEFAIRVALUEFORPURPOSESPURPOSE OFTHESEPRO
FORMAFINANCIALSTATEMENTSSTATEMENT UNLESSUNLES EXELON AND PSEG MANAGEMENTCONCLUDEDTHATTHEDISCOUNTEDCASHFLOWMODELSMODEL

WERE MORE APPROPRIATEINDICATOROFFAIRVALUE OF THETOTALADJUSTMENTOF347 MILLION 564 MILLION WRITE

DOWN WAS RECORDEDTO PROPERTYPLANTAND EQUIPMENTNET RELATEDTO PROPERTYPLANTAND EQUIPMENTWITHIN THESE

ENTITIESENTITIE THATHASHISTORICALLYBEEN CONSOLIDATEDBYPSEG 280 MILLION WRITEUPWAS RECORDEDTOPOWERSALE

CONTRACTSCONTRACT RELATEDTO CONSOLIDATEDPROPERTYPLANTAND EQUIPMENTNET AND NET 63 MILLION WRITEDOWN WAS

RECORDEDTO INVESTMENTSINVESTMENT RELATEDTO EQUITYINVESTMENTSINVESTMENT IN THEPSEG GLOBALENTITIESENTITIE

THESE ADJUSTMENTSADJUSTMENTCOULDBE MATERIALLYAFFECTEDBYCHANGESCHANGEIN THEECONOMIESECONOMIE ANDPOLITICALAND REGULATORYSTRUCTURESSTRUCTURE

OF THECOUNTRIESCOUNTRIE IN WHICH THESEINVESTMENTSINVESTMENT RESIDEAS WELLAS BYCHANGESCHANGEIN INTERESTRATESRATE COMMODITYPRICESPRICEAND

THIRDPARTYAPPRAISALSAPPRAISAL

INVESTMENTSINVESTMENT IN LEVERAGEDLEASESLEASE REPRESENTSREPRESENTTHEPRO FORMAADJUSTMENTSADJUSTMENTREQUIREDTO RECORDPSEGSPSEG LEVERAGED
LEASEPORTFOLIOAT ESTIMATEDFAIRMARKETVALUE ACCORDINGLY1463 MILLION OFTHESEADJUSTMENTSADJUSTMENTWAS RECORDEDTO

REDUCEPSEGSPSEG INVESTMENTIN LEVERAGEDLEASESLEASE AND 1606 MILLION WAS RECORDEDTO WRITEOFFTHE DEFERREDTAX

LIABILITYRELATEDTO THELEVERAGEDLEASESLEASE THESE ADJUSTMENTSADJUSTMENTWERE DERIVEDUSING FAIRVALUATIONMETHODOLOGYTHAT

CONSIDEREDTHE PRESENTVALUEOFTHE ESTIMATEDFUTUREAFTERTAXCASHFLOWSFLOW OFTHESEINVESTMENTSINVESTMENT FROMJANUARY 2005

ONWARDAS REASONABLEPROXY FORTHEESTIMATEDFUTUREAFTERTAXCASH FLOWSFLOW FROMAPRIL 2005 ONWARD THE PRESENT
VALUE OFTHECASHFLOWSFLOW WAS DETERMINEDUSINGINTERESTRATESRATE RANGINGFROM TO BASED ON THECREDITQUALITY
LEASESTRUCTUREAND EXPECTEDRETURNON INDIVIDUAL LEASESLEASE

THESE ADJUSTMENTSADJUSTMENTCOULDBE MATERIALLYAFFECTEDBYCHANGESCHANGEIN INTERESTRATESRATE AND ACTUALFUTURECASHFLOWSFLOW GENERATED
BYTHESELEASESLEASE THE FAIRVALUATIONOF THELEASEPORTFOLIODOESDOE NOT REFLECTTHEPOTENTIALEXPOSURE RELATEDTO THE

UNCERTAINTYOF THETAX DEDUCTIBILITYOFRENTSRENT PAIDUNDERTHE LEASEAGREEMENTSAGREEMENTSEE RELATEDDISCUSSIONIN THE

PROPOSEDMERGERRISK FACTORSFACTOR RISKSRISK RELATINGTOTHE BUSINESSBUSINES OFTHECOMBINED COMPANY THE INTERNALREVENUE

SERVICEMIGHTSUCCESSFULLYCHALLENGECERTAINLEVERAGEDLEASETRANSACTIONSTRANSACTIONENTEREDINTOBYPSEG WHICH COULDHAVE

MATERIALADVERSEIMPACTON THECOMBINED COMPANYSCOMPANY OPERATINGRESULTSRESULT

DEBT REPRESENTSREPRESENTTHE PRO FORMAADJUSTMENTTOTALING842 MILLION REQUIREDTO RECORDPSEGSPSEG THIRDPARTYDEBT
INCLUDINGTRANSITIONALTRUSTNOTESNOTE AT ESTIMATEDFAIRMARKET VALUE BASED ON THENATURE OFTHEUNDERLYINGDEBT

INSTRUMENTSINSTRUMENT270 MILLION OFTHISTHI ADJUSTMENTRELATEDTO DEBTAT PSEG INCLUDINGSECURITIZEDDEBTWAS OFFSETBYAN

INCREASETO REGULATORYASSETSASSET AND 572 MILLION OFTHISTHI ADJUSTMENTRELATEDTO NONPSEG DEBTWAS RECORDEDAS AN

INCREASETO GOODWILLTHE INCREASEIN THE FAIRVALUEOF THEDEBTAND THE ASSOCIATEDADJUSTMENTTO THEREGULATORYASSET

AT PSEG WILLBE AMORTIZEDOVER THE SAME PERIODAND IN THE SAME AMOUNTSAMOUNT THROUGHINTERESTEXPENSEWITH NO

IMPACTTO THEINCOME STATEMENT AT PSEG ADDITIONALLYIN CONNECTIONWITH DETACHABLESTOCKPURCHASECONTRACT

EMBEDDED WITHIN PSEGSPSEG PARTICIPATINGUNITSUNIT AN ADJUSTMENTOF 182 MILLION WAS RECORDEDAS ADDITIONALPURCHASE
PRICECONSIDERATIONWITH CORRESPONDINGREDUCTIONTO THEBOOK VALUEOFTHE TRUSTPREFERREDSECURITIESSECURITIEWITHIN THE

PARTICIPATINGUNITSUNIT IN THE FORMOF DISCOUNTTHE DISCOUNTWILLBE AMORTIZEDAS ADDITIONALINTERESTEXPENSETHROUGH
THEMATURITYDATEOFTHE TRUSTPREFERREDSECURITIESSECURITIE THE FINALFAIRVALUEDETERMINATIONWILLBE BASED ON PREVAILING
MARKETINTERESTRATESRATE AT THE COMPLETIONOFTHE MERGERAND THE NECESSARY ADJUSTMENTWILLBE AMORTIZEDAS REDUCTION

IN THECASE OF PREMIUMTO BOOKVALUEOR AN INCREASEIN THECASE OF DISCOUNTTO BOOKVALUETO INTERESTEXPENSE
OVER THE REMAININGLIFEOFTHEINDIVIDUAL DEBT ISSUESISSUE ADDITIONALLYTHISTHI ADJUSTMENTCOULDBE MATERIALLYAFFECTEDBY
THERATE STRUCTUREOFTHE PSEG UTILITYUPON COMPLETIONOFTHEMERGER

ASSETRETIREMENT OBLIGATIONSOBLIGATIONREPRESENTSREPRESENTTHEPRO FORMAADJUSTMENTREQUIREDTO RECORDPSEGSPSEG ASSET RETIREMENT

OBLIGATIONSOBLIGATIONRELATEDTO ITS NUCLEARGENERATINGFACILITIESFACILITIE AT ESTIMATEDFAIRMARKETVALUE THE ADJUSTMENTWAS DETERMINED

BASED ON DIFFERENCESDIFFERENCEBETWEEN THE DISCOUNTRATEAND OTHERASSUMPTIONSASSUMPTIONUSEDBYEXELON AND PSEG THISTHI ADJUSTMENT
COULDBE MATERIALLYAFFECTEDBYCHANGESCHANGEIN INTERESTRATESRATE UPDATEDNUCLEARDECOMMISSIONINGCOST STUDIESSTUDIE THE TIMING
AND AMOUNT OF ACTUAL CASH FLOWSFLOW AND CHANGESCHANGEIN MANAGEMENTSMANAGEMENTASSUMPTIONSASSUMPTIONRELATEDTO NUCLEAR DECOMMISSIONING
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PENSION AND POSTRETIREMENTBENEFITOBLIGATIONSOBLIGATIONREPRESENTSREPRESENTTHE PROFORMAADJUSTMENTSADJUSTMENTOF1022 MILLION
738 MILLION AND 12 MILLION REQUIREDTO RECORDAT FAIRVALUEPSEGSPSEG PENSIONOBLIGATIONPOSTRETIREMENTBENEFIT

OBLIGATIONAND INTANGIBLEASSETRESPECTIVELYTO REFLECTTHEELIMINATION OFPREVIOUSLYDEFERREDGAINSGAINAND LOSSESLOSSE PRIOR
SERVICECOSTTRANSITIONOBLIGATIONSOBLIGATIONAND INTANGIBLEASSETSASSET AND FURTHERADJUSTEDFORCHANGESCHANGETO PSEGSPSEG DISCOUNTRATE
ATTRIBUTIONPERIODFORCERTAINEMPLOYEEBENEFITSBENEFIT REMOVALOF CAP ON RETIREEMEDICAL SUBSIDIESSUBSIDIE AND OTHER

ASSUMPTIONSASSUMPTION

THE FINALFAIRVALUEDETERMINATIONOFTHEPENSIONAND POSTRETIREMENTBENEFITOBLIGATIONSOBLIGATIONMAY DIFFERMATERIALLY
LARGELYDUE TO POTENTIALCHANGESCHANGEIN DISCOUNTRATESRATE RETURN ON PLANASSETSASSET UP TOTHE DATEOF COMPLETIONOFTHEMERGER
AND THECONFORMINGOFCERTAINEXELONAND PSEG ASSUMPTIONSASSUMPTIONSURROUNDINGTHEDETERMINATIONOFTHESEOBLIGATIONSOBLIGATION
ADDITIONALLYTHISTHI ADJUSTMENTCOULDBE MATERIALLYAFFECTEDBYTHERATE STRUCTUREOFTHE PSEG UTILITYUPON
COMPLETIONOFTHEMERGER

10 POWER SUPPLYAND FUEL CONTRACTSCONTRACT REPRESENTSREPRESENTTHEPROFORMAADJUSTMENTSADJUSTMENTREQUIREDTO RECORDAT ESTIMATEDFAIR

MARKETVALUEPSEG POWERLLCSLLC PSEG POWERPOWERSUPPLYAND FUELCONTRACTSCONTRACT AND PSEGSPSEG POWER PURCHASE
CONTRACTSCONTRACT WHICH ARE ACCOUNTEDFORAS NORMAL PURCHASENORMALSALE TRANSACTIONSTRANSACTIONUNDERSFASSFA NO 133
ACCOUNTINGFORDERIVATIVE INSTRUMENTSINSTRUMENT AND HEDGINGACTIVITIESACTIVITIE OR OTHERCONTRACTUAL THESE

ADJUSTMENTSADJUSTMENTWERE RECORDEDAS AN INCREASETO GOODWILLAND REGULATORYLIABILITIESLIABILITIE AT PSEG POWERAND PSEG
RESPECTIVELY

THESE ADJUSTMENTSADJUSTMENTWILLBE ACCRETEDTO EARNINGSEARNINGBASEDON THEREMAININGLIVESLIVE OFTHEUNDERLYINGCONTRACTSCONTRACT

THESE ADJUSTMENTSADJUSTMENTWERE DETERMINEDBASED ON MARKET INFORMATIONIF AVAILABLEAS WELLAS EXELONSEXELON AND PSEGSPSEG

MANAGEMENTSMANAGEMENTVIEW OF THEFORWARDMARKETCURVESCURVE FORENERGY PRICESPRICETHISTHI ADJUSTMENTCOULDBE MATERIALLYAFFECTEDBY
CHANGESCHANGEIN MARKETPRICESPRICEOFPOWER THEFORWARDPRICECURVESCURVE FORTHEUNDERLYINGCOMMODITIESCOMMODITIE AND CHANGESCHANGEIN
CONTRACTTERMSTERM

11 DEFERREDINCOME TAXESTAXE THE CURRENTDEFERREDTAX ASSETREPRESENTSREPRESENTTHE ESTIMATEDIMPACTON THE ALLOCATIONOF

PURCHASEPRICETO CURRENTLIABILITIESLIABILITIE THE NONCURRENT DEFERREDTAX LIABILITYREPRESENTSREPRESENTTHEESTIMATEDIMPACTON THE

ALLOCATIONOFPURCHASEPRICETO NONCURRENT ASSETSASSET THESE ESTIMATESESTIMATE ARE BASEDON THEESTIMATEDPROSPECTIVESTATUTORY
TAX RATEOF 40 FORTHE COMBINED COMPANY AND COULDCHANGEBASED ON CHANGESCHANGEIN THEAPPLICABLETAX RATESRATE AND

FINALIZATIONOF THECOMBINED COMPANYSCOMPANY TAX POSITION

12 INTERCOMPANYTRANSACTIONSTRANSACTION REPRESENTSREPRESENTTHEPROFORMAADJUSTMENTREQUIREDTO ELIMINATECASHADVANCESADVANCE ACCOUNTSACCOUNT

RECEIVABLEAND PAYABLEINVENTORIESINVENTORIE AND OTHERCURRENTAND NONCURRENT ASSETSASSET AND LIABILITIESLIABILITIE BETWEENEXELONAND

PSEG RECORDEDAT MARCH 31 2005 IN EACHCOMPANYSCOMPANYHISTORICALFINANCIALSTATEMENTSSTATEMENT THESE AMOUNTSAMOUNT RELATE

PRIMARILYTO PURCHASESPURCHASEAND SALESSALE OF ENERGY BETWEENTHECOMPANIESCOMPANIEAS WELLAS BILLINGSBILLINGFORSERVICESSERVICE PROVIDEDBY ONE

COMPANY TOTHE OTHERIN CONNECTIONWITH THEOPERATIONOFJOINTLYOWNEDNUCLEARGENERATINGFACILITIESFACILITIE

13 SHAREHOLDERSSHAREHOLDER EQUITYACCUMULATEDOTHERCOMPREHENSIVELOSSLOS REPRESENTSREPRESENTPRO FORMAADJUSTMENTSADJUSTMENTTO ELIMINATE

THE HISTORICALSHAREHOLDERSSHAREHOLDEREQUITYOF PSEG AND THE ISSUANCE OFADDITIONALEXELON EQUITYIN CONNECTIONWITH THE

MERGER

14 LONGTERMDEBT FOR PSEG INCLUDESINCLUDE 19 BILLION INCLUDING148 MILLION DUE WITHIN ONE YEAROWED TO

FINANCINGSUBSIDIARYOFPSEG WHICH HAS ISSUEDTRANSITIONNOTESNOTE AND BONDSBOND TO SECURITIZE PORTIONOFPSEGSPSEG

STRANDEDCOST RECOVERYAND 14 BILLION OFNONRECOURSE DEBTISSUEDBY SUBSIDIARYOFPSEG FOR EXELONINCLUDESINCLUDE
BILLION INCLUDING622 MILLION DUE WITHIN ONE YEAROWED TO FINANCINGTRUSTSTRUST OF COMED AND PECO WHICH HAVE

ISSUEDTRANSITIONNOTESNOTE AND BONDSBOND TO SECURITIZEPORTIONSPORTIONOFCOMEDSCOMED AND PECOSPECO RESPECTIVESTRANDEDCOST RECOVERY
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EXELON AND PSEG PRO FORMA CAPITALIZATION

THE FOLLOWINGTABLESHOWSSHOW OUR ACTUALSHORTTERMDEBTAND CAPITALIZATIONON CONSOLIDATEDBASISBASI AND ON

CONSOLIDATEDBASISBASI AS ADJUSTEDTO REFLECTTHISTHI OFFERINGAND THEUSE OFTHEPROCEEDSPROCEEDFROMTHISTHI OFFERINGAS SET FORTHUNDER

USE OF PROCEEDSPROCEED BELOWIN EACH INSTANCEAFTERGIVINGEFFECTTO

DISCONTINUEDOPERATIONSOPERATION

THEMERGERUSINGTHEPURCHASEMETHODOF ACCOUNTINGWITH EXELON TREATEDAS THEACQUIRERAND

OUR 2004 DISPOSITIONOFBOSTONGENERATING

AS OFMARCH 31 2005

IN MILLIONSMILLION

PRO FORMA AS

ADJUSTED
SHORTTERM DEBT 4260 2575

CAPITALIZATION
LONGTERMDEBT

LONGTERMDEBT TO CORNED TRANSITIONALFUNDING
TRUSTPECO ENERGYTRANSITIONTRUST AND DEBT

ISSUEDBYPSEG TRANSITION FUNDINGLLC 6031 6031
LONGTERMDEBT TO OTHERFINANCINGTRUSTSTRUST 1589
OTHER LONGTERMDEBT 18487

PREFERREDSECURITIESSECURITIE OFSUBSIDIARIESSUBSIDIARIE 167 167

SHAREHOLDERSSHAREHOLDER EQUITY
TOTALCAPITALIZATION UH

REFLECTSREFLECT PAYMENTOF1685 MILLION OF SHORTTERMINDEBTEDNESSINDEBTEDNES FROM THEPROCEEDSPROCEEDOFTHISTHI OFFERING
INCLUDESINCLUDE CURRENT MATURITIESMATURITIE OF LONGTERMDEBT OF 1564 MILLION OFWHICH 775 MILLION IS LONGTERMDEBT DUE TO

TRANSITIONTRUSTSTRUST

INCLUDESINCLUDE UNAMORTIZED DEBT DISCOUNTSDISCOUNT AND PREMIUMSPREMIUM EXCLUDESEXCLUDE CURRENT MATURITIESMATURITIE

REPRESENTSREPRESENTAMOUNTSAMOUNT OWED TOFINANCINGTRUSTSTRUST OFCORNED AND PECO AND FINANCINGSUBSIDIARYOFPSEG WHICH HAVE

ISSUEDTRANSITIONNOTESNOTE AND BONDSBOND TO SECURITIZEPORTIONSPORTIONOFCOMEDSCOMED PECOSPECO AND PSEGSPSEG RESPECTIVESTRANDEDCOST

RECOVERY

REPRESENTSREPRESENTAMOUNTSAMOUNT OWED TO FINANCINGTRUSTSTRUST OFCOMED PECO AND PSEG WHICH HAVE ISSUED COMPANYOBLIGATED
MANDATORILYREDEEMABLE PREFERREDSECURITIESSECURITIE AND WHICH HOLD SOLELYSUBORDINATEDDEBT SECURITIESSECURITIE OF COMED PECO AND

PSEG RESPECTIVELY
INCLUDESINCLUDE 1424 MILLION OFNONRECOURSE DEBT ISSUEDBY PSEG SUBSIDIARY
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RISK FACTORSFACTOR

RISKSRISK RELATINGTO THEPROPOSEDMERGER

THE MERGERMAY NOT BE COMPLETED

THE COMPLETIONOF THEMERGERDEPENDSDEPENDUPON THE SATISFACTIONOF NUMBEROF CONTINGENCIESCONTINGENCIEINCLUDINGBUT NOT

LIMITED TO APPROVALBYSHAREHOLDERSSHAREHOLDEROFBOTHCOMPANIESCOMPANIEANTITRUSTCLEARANCEAND NUMBER OFREGULATORYAPPROVALSAPPROVALOR

REVIEWSREVIEW BYFEDERALAND STATEENERGY AUTHORITIESAUTHORITIE THE PARTIESPARTIEALSOHAVE CERTAINRIGHTSRIGHTTO TERMINATETHEMERGERAGREEMENT
PRIORTO COMPLETIONTHATTHEYMAY CHOOSETO EXERCISEIF THE CONDITIONSCONDITION FORTHE EXERCISEOFSUCHRIGHTSRIGHTARE SATISFIED THERE

CAN BE NO ASSURANCE THATTHEPROPOSEDMERGERWILLBE COMPLETED

THE ANTICIPATEDBENEFITSBENEFIT OFCOMBININGPSEG AND EXELON MAY NOT BE REALIZED

WE AND PSEG ENTEREDINTOTHEMERGERAGREEMENTWITH THEEXPECTATIONTHATTHEMERGERWOULDRESULTIN VARIOUSVARIOU

BENEFITSBENEFIT INCLUDINGAMONG OTHERTHINGSTHINGSYNERGIESSYNERGIECOST SAVINGSSAVINGAND OPERATINGEFFICIENCIESEFFICIENCIE ALTHOUGHWE EXPECTTO

ACHIEVE THEANTICIPATEDBENEFITSBENEFIT OFTHEMERGERACHIEVINGTHEM INCLUDINGTHESYNERGIESSYNERGIEIS SUBJECTTO NUMBEROF

UNCERTAINTIESUNCERTAINTIEINCLUDING

WHETHERTHEFERC THENJBPU AND THE OTHERREGULATORYAUTHORITIESAUTHORITIEWHOSE APPROVALIS REQUIREDTO COMPLETE
THEMERGERIMPOSECONDITIONSCONDITION ON THEMERGERTHATMAY HAVE MATERIALADVERSEEFFECTON THE COMBINED

COMPANY

THEEXTENT TO WHICH THENJBPU THE PUC AND OTHERSTATEREGULATORYAUTHORITIESAUTHORITIEWHOSEAPPROVALIS REQUIRED
TO COMPLETETHEMERGERREQUIRETHECOMBINED COMPANY TO SHARE PORTIONOF THEEXPECTEDSYNERGIESSYNERGIEOFTHE

MERGERWITH CUSTOMERSCUSTOMER AND

GENERALCOMPETITIVEFACTORSFACTORIN THEMARKETPLACE

ALTHOUGHTHECOMPANIESCOMPANIEPLANSPLANFORINTEGRATIONAND OPERATIONOFTHE COMBINED COMPANY AND ITSSUBSIDIARIESSUBSIDIARIE AND

DIVISIONSDIVISION ARE FOCUSEDON MINIMIZINGUNCERTAINTIESUNCERTAINTIEIN ORDERTO ACHIEVETHESEANTICIPATEDBENEFITSBENEFIT NO ASSURANCE CAN BE

GIVENTHATTHESEBENEFITSBENEFIT WILLBE ACHIEVED FAILURETO ACHIEVETHESEANTICIPATEDBENEFITSBENEFIT COULDRESULTIN INCREASEDCOSTSCOST
DECREASESDECREASE IN THE AMOUNT OFEXPECTEDREVENUESREVENUE AND DIVERSIONOFMANAGEMENTSMANAGEMENTTIME AND ENERGY AND COULDHAVE AN

ADVERSEEFFECTON THE COMBINED COMPANYSCOMPANY BUSINESSBUSINES FINANCIALCONDITIONOPERATINGRESULTSRESULT AND PROSPECTSPROSPECT

WE AND PSEG MAY BE UNABLE TO SUCCESSFULLYINTEGRATEOUR OPERATIONSOPERATION

THE MERGERINVOLVESINVOLVE THEINTEGRATIONOFTWO COMPANIESCOMPANIETHATPREVIOUSLYOPERATEDINDEPENDENTLYTHE DIFFICULTIESDIFFICULTIE

OFCOMBININGEACHCOMPANYSCOMPANYOPERATIONSOPERATIONINCLUDE

THE NECESSITYOF COORDINATINGGEOGRAPHICALLYSEPARATEDORGANIZATIONSORGANIZATIONSYSTEMSSYSTEMAND FACILITIESFACILITIEAND

INTEGRATINGPERSONNELWITH DIVERSEBUSINESSBUSINES BACKGROUNDSBACKGROUND

IN ADDITIONTHEINTEGRATIONOF SOME OF OUR AND PSEG OPERATIONSOPERATIONWILL REQUIREREGULATORYAPPROVAL

WE AND PSEG RECOGNIZETHATTHE PROCESSPROCES OF INTEGRATINGOPERATIONSOPERATIONCOULDCAUSE AN INTERRUPTIONOF OR LOSSLOS OF

MOMENTUM IN THE ACTIVITIESACTIVITIE OFONE OR MORE OFTHE COMBINED COMPANYSCOMPANYBUSINESSESBUSINESSEAND WE INTENDTO ADDRESSADDRES THESE

ISSUESISSUE THE DIVERSIONOF MANAGEMENTSMANAGEMENTATTENTIONAND ANY DELAYSDELAYOR DIFFICULTIESDIFFICULTIE ENCOUNTEREDIN CONNECTIONWITH THE

MERGERANDTHE INTEGRATIONOFTHETWO COMPANIESCOMPANIEOPERATIONSOPERATIONCOULDHAVE AN ADVERSEEFFECTON THEBUSINESSBUSINES FINANCIAL

CONDITIONOPERATINGRESULTSRESULTAND PROSPECTSPROSPECTOFTHECOMBINED COMPANY AFTERTHEMERGERAND COULDIMPAIRTHECOMBINED

COMPANYSCOMPANY ABILITYTO REALIZETHEANTICIPATEDBENEFITSBENEFIT OFTHEMERGER
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THE COMBINED COMPANY MAY BE UNABLE TO OBTAIN PERMISSIONFROM THE NJBPU TO RECOVER PUBLIC SERVICE

ELECTRICAND GAS COMPANYSCOMPANY PENSIONAND OTHER POSTRETIREMENTBENEFIT EXPENSESEXPENSE WHICH COULDHAVE AN

ADVERSE EFFECTON ITS CASH FLOWAND RESULTSRESULT OFOPERATION

PSEG IS PERMITTEDBY ITSCURRENTNJBPU RATE ORDERTO RECOVER THROUGHITSRATESRATE THEAMORTIZEDPORTIONOF ITS

PENSIONEXPENSESEXPENSE AND OTHERPOSTRETIREMENTBENEFITEXPENSESEXPENSE ASSOCIATEDWITH ITSPENSIONAND POSTRETIREMENTOBLIGATIONSOBLIGATION
AS RESULTOFTHEAPPLICATIONOFTHEPURCHASEMETHODOFACCOUNTINGTOTHESECOSTSCOST THERECOGNITIONOF CERTAIN

UNRECOGNIZEDPENSIONAND OTHERPOSTEMPLOYMENTBENEFITSBENEFIT OPEB EXPENSESEXPENSE WILLBE ACCELERATEDAND AS RESULTWILLNO

LONGERBE REFLECTEDIN THECALCULATIONOFPENSIONAND OPEB EXPENSESEXPENSE THATPSEGSPSEG CURRENTRATE ORDERPERMITSPERMITIT TO

RECOVER PSEG ESTIMATESESTIMATE THATIT COULDHAVE AS MUCH AS 12 BILLIONIN UNRECOGNIZEDPENSIONAND OPEB EXPENSESEXPENSE THAT

PSEG MAY BE UNABLETO RECOVER FOLLOWINGCOMPLETIONOFTHEMERGERUNLESSUNLES IT OBTAINSOBTAIN APPROVALFROMTHE NJBPU TO

PERMITCONTINUEDRECOVERYOF THOSEEXPENSESEXPENSE IN THE MANNER THECURRENTRATE ORDERPERMITSPERMIT WE AND PSEG HAVEMADE IT

CONDITIONTO COMPLETIONOFTHEMERGERTHATPSEG RECEIVEAN ORDERFROMTHE NJBPU PERMITTINGPSEG TO CONTINUETO

RECOVER THE PENSIONEXPENSESEXPENSE AS IT DID PRIORTO COMPLETIONOFTHEMERGERTHE NJBPU HASISSUEDSIMILAR ORDERSORDER IN OTHER

MERGERPROCEEDINGSPROCEEDINGAND SUCHAN ORDERWOULDNOT BE EXPECTEDTO INCREASERATESRATE ABOVE CURRENTLEVELSLEVEL HOWEVERWE CANNOT

ASSURE YOU THATPSEG WILL RECEIVESUCHAN ORDERFROMTHE NJBPU OR THATIF IT DOESDOE RECEIVESUCHAN ORDERIT WILL BE

PERMITTEDIN FUTURERATEPROCEEDINGSPROCEEDINGTO CONTINUETO RECOVER THESEEXPENSESEXPENSE FAILURETO OBTAINOR MAINTAIN THERIGHTTO

RECOVER THEPENSIONAND OPEB EXPENSESEXPENSE WOULDHAVE AN ADVERSEEFFECTON THE COMBINED COMPANYSCOMPANYCASHFLOWAND

RESULTSRESULTOFOPERATIONSOPERATION

WE AND PSEG WILL INCUR SIGNIFICANTTRANSACTIONAND MERGERRELATEDINTEGRATIONCOSTSCOST IN CONNECTIONWITH

THE MERGER

WE AND PSEG EXPECTTO INCURCOSTSCOST ASSOCIATEDWITH CONSUMMATINGTHEMERGERAND INTEGRATINGTHEOPERATIONSOPERATION
OFTHE TWO COMPANIESCOMPANIEAS WELLAS APPROXIMATELY41 MILLION IN TRANSACTIONFEESFEE IN THECASE OF EXELON AND 29 MILLION IN

THE CASE OFPSEG THE ESTIMATED41 MILLION OFTRANSACTIONCOSTSCOST INCURREDBYUS WILLBE INCLUDEDAS COMPONENTOFTHE

PURCHASEPRICEFORPURPOSESPURPOSE OFPURCHASEACCOUNTINGTHE AMOUNT OFTRANSACTIONFEESFEE EXPECTEDTO BE INCURREDIS

PRELIMINARYESTIMATEAND SUBJECTTO CHANGEWE CURRENTLYESTIMATEINTEGRATIONCOSTSCOST ASSOCIATEDWITH THEMERGERTO BE

APPROXIMATELY700 MILLION OVER PERIODOF FOURYEARSYEAR WITH APPROXIMATELY450 MILLION BEINGINCURREDIN THEFIRSTFULL

YEAROFOPERATIONSOPERATIONFOLLOWINGCOMPLETIONOFTHEMERGERWE ARE IN THEEARLYSTAGESSTAGEOFASSESSINGTHEMAGNITUDEOFTHESE

COSTSCOST AND THEREFORETHESEESTIMATESESTIMATE MAY CHANGEAND ADDITIONALUNANTICIPATEDCOSTSCOST MAY BE INCURREDIN THEINTEGRATION
OFTHEBUSINESSESBUSINESSE OFEXELON AND PSEG ALTHOUGHWE AND PSEG BELIEVETHATTHEELIMINATION OFDUPLICATIVECOSTSCOST AS WELL

AS THE REALIZATIONOF OTHEREFFICIENCIESEFFICIENCIE RELATEDTOTHE INTEGRATIONOFTHEBUSINESSESBUSINESSEWILLOFFSETINCREMENTALTRANSACTIONAND

MERGERRELATEDCOSTSCOST OVER TIME WE CANNOT ASSURE YOU THATTHISTHI NET BENEFITWILLBE ACHIEVEDIN THENEAR TERM OR AT ALL

WE AND PSEG WILL BE SUBJECTTO BUSINESSBUSINES UNCERTAINTIESUNCERTAINTIE AND CONTRACTUALRESTRICTIONSRESTRICTIONWHILE THE MERGERIS

PENDINGWHICH COULDADVERSELYAFFECTOUR BUSINESSESBUSINESSE

UNCERTAINTYABOUT THEEFFECTOFTHEMERGERON EMPLOYEESEMPLOYEEAND CUSTOMERSCUSTOMER MAY HAVE AN ADVERSEEFFECTON US AND

PSEG AND CONSEQUENTLYON THECOMBINED COMPANY ALTHOUGHWE AND PSEG INTENDTO TAKESTEPSSTEPTO REDUCE ANY ADVERSE

EFFECTSEFFECTTHESEUNCERTAINTIESUNCERTAINTIEMAY IMPAIROUR AND PSEGSPSEG ABILITYTO ATTRACTRETAINAND MOTIVATEKEYPERSONNELUNTILTHE

MERGERIS COMPLETEDAND FOR PERIODOFTIME THEREAFTERAND COULDCAUSE CUSTOMERSCUSTOMER SUPPLIERSSUPPLIERAND OTHERSOTHER THATDEALWITH

US AND PSEG TO SEEKTO CHANGEEXISTINGBUSINESSBUSINES RELATIONSHIPSRELATIONSHIPWITH US AND PSEG EMPLOYEERETENTIONMAY BE

PARTICULARLYCHALLENGINGDURINGTHEPENDENCYOFTHEMERGERAS EMPLOYEESEMPLOYEEMAY EXPERIENCEUNCERTAINTYABOUTTHEIRFUTURE

ROLESROLE WITH THE COMBINED COMPANY IF DESPITEOUR AND PSEG RETENTIONEFFORTSEFFORTKEYEMPLOYEESEMPLOYEEDEPARTBECAUSEOF ISSUESISSUE

RELATINGTOTHEUNCERTAINTYAND DIFFICULTYOFINTEGRATIONOR DESIRENOT TO REMAIN WITH THECOMBINED COMPANY THE

COMBINED COMPANYSCOMPANYBUSINESSBUSINES COULDBE SERIOUSLYHARMED IN ADDITIONTHE MERGERAGREEMENTRESTRICTSRESTRICTUS AND PSEG

FROMMAKINGCERTAINACQUISITIONSACQUISITIONAND TAKINGOTHER SPECIFIEDACTIONSACTION UNTILTHEMERGEROCCURSOCCUR OR THE MERGERAGREEMENT
TERMINATESTERMINATE THESE RESTRICTIONSRESTRICTIONMAY PREVENTUS AND PSEG FROM PURSUINGOTHERWISEATTRACTIVEBUSINESSBUSINES OPPORTUNITIESOPPORTUNITIEAND

MAKINGOTHERCHANGESCHANGETO OUR BUSINESSESBUSINESSE THATMAY ARISEPRIORTO COMPLETIONOFTHEMERGEROR TERMINATIONOFTHE MERGER
AGREEMENT



THE COMBINED COMPANY MAY BE SUBJECTTO ADVERSEREGULATORYCONDITIONSCONDITION FOLLOWINGCOMPLETIONOFTHE

MERGER

BEFORETHEMERGERMAY BE COMPLETEDVARIOUSVARIOU APPROVALSAPPROVALOR CONSENTSCONSENT MUST BE OBTAINEDFROMFERC THESEC
THE NUCLEARREGULATORYCOMMISSION NRC AND VARIOUSVARIOU UTILITYREGULATORYANTITRUSTAND OTHERAUTHORITIESAUTHORITIEIN THE UNITED

STATESSTATE AND IN FOREIGNJURISDICTIONSJURISDICTIONTHE GOVERNMENTALAUTHORITIESAUTHORITIEFROMWHICH THESEAPPROVALSAPPROVALARE REQUIREDMAY IMPOSE
CONDITIONSCONDITION ON COMPLETIONOFTHEMERGEROR REQUIRECHANGESCHANGETO THETERMSTERM OFTHEMERGERTHESE CONDITIONSCONDITION OR CHANGESCHANGE
COULDHAVE THEEFFECTOFDELAYINGCOMPLETIONOFTHEMERGEROR IMPOSINGADDITIONALCOSTSCOST ON OR LIMITINGTHEREVENUESREVENUE OF

THECOMBINED COMPANY FOLLOWINGTHEMERGERANY OF WHICH MIGHTHAVE MATERIALADVERSEEFFECTON THECOMBINED

COMPANY FOLLOWINGCOMPLETIONOFTHEMERGER

WE AND PSEG HAVE FILEDOR WILLFILEAPPLICATIONSAPPLICATIONFORTHEREQUIREDSTATUTORYAPPROVALSAPPROVALWITH THEGOVERNMENTAL
AUTHORITIESAUTHORITIEDESCRIBEDABOVEINCLUDINGMARKETCONCENTRATIONMITIGATIONPLANWITH FERC THE MARKET CONCENTRATION

MITIGATIONPLANINCLUDEDWITH THECOMPANIESCOMPANIEORIGINALFILINGWITH FERC CONTEMPLATEDTHEDIVESTITUREOF FOSSILFUEL

GENERATINGFACILITIESFACILITIE WITH 2900 MW OF GENERATINGCAPACITYAND THETRANSFEROFCONTROLOF2600 MW OF BASELOAD

NUCLEARCAPACITYTHROUGHEITHERLONGTERMFIRM BASELOADENERGYSALESSALE CONTRACTSCONTRACT OR AN ANNUALAUCTION IN RESPONSETO

CERTAINOBJECTIONSOBJECTIONAND CONCERNSCONCERN RAISEDBY INTERVENORSINTERVENORWE AND PSEG FILED SUPPLEMENTTO THEMARKETCONCENTRATION

MITIGATIONPLANWHICH PROPOSEDTHEDIVESTITUREOFAT LEAST1100 MW OFADDITIONALFOSSILFUELGENERATINGCAPACITYFOR

TOTALOF6600 MW OF CAPACITYPROPOSEDFORMITIGATIONIF FERC APPROVESAPPROVE THEMERGERWITHOUTAN EVIDENTIARYHEARING
WE AND PSEG HAVE NOT OFFEREDTO DIVESTANY NUCLEARGENERATINGFACILITIESFACILITIE AND DO NOT ANTICIPATEDOINGSO FERC COULD

HOWEVERCONDITIONITSAPPROVALOFTHEMERGERON THEPARTIESPARTIEAGREEINGTO DIVESTOR TRANSFERCONTROLOF GREATERAMOUNT OF

CAPACITYANDORTO DIVESTADDITIONALGENERATIONASSETSASSET IF THATWERE TO OCCUR IT COULDHAVE THEEFFECTSEFFECTDESCRIBEDIN THE

PREVIOUSPREVIOUPARAGRAPH

RISKSRISK RELATINGTO THEBUSINESSBUSINES OFTHE COMBINED COMPANY

FOLLOWINGTHEMERGERTHE COMBINED COMPANY WILLCONTINUETO BE SUBJECTTO THEOPERATIONALREGULATORYAND

OTHERRISKSRISK DESCRIBEDIN OUR ANNUAL REPORTON FORM 10K SEE BUSINESSBUSINES OUTLOOKAND THE CHALLENGESCHALLENGEIN MANAGINGTHE

BUSINESSBUSINES BEGINNINGON PAGE 101 OFOUR ANNUAL REPORTON FORM 10K IN ADDITIONFOLLOWINGTHEMERGERTHE

COMBINED COMPANY WILLBE SUBJECTTO THEADDITIONALRISKSRISK DESCRIBEDBELOW

OUR AND PSEGSPSEG BUSINESSESBUSINESSE ARE AND THE COMBINED COMPANYSCOMPANY BUSINESSBUSINES WILL BE SUBJECTTO EXTENSIVE

REGULATIONTHATWILLAFFECTTHEIROPERATIONSOPERATIONAND COSTSCOST

PSEGSPSEG NEW JERSEYBASERATESRATE FORELECTRICAND GAS DISTRIBUTIONARE SUBJECTTO REGULATIONBYTHENJBPU AND

ARE EFFECTIVEUNTIL NEW BASE RATECASE IS FILEDAND CONCLUDED IN ADDITIONLIMITED CATEGORIESCATEGORIEOFCOSTSCOST ARE RECOVERED

THROUGHADJUSTMENTCHARGESCHARGETHATARE PERIODICALLYRESET TO REFLECTCURRENTCOSTSCOST INABILITYTO RECOVER MATERIALCOSTSCOST NOT

INCLUDEDIN BASERATESRATE OR ADJUSTMENTCLAUSESCLAUSE COULDHAVE AN ADVERSEEFFECTON CASHFLOWAND FINANCIALPOSITIONOFTHE

COMBINED COMPANY

PSEG GLOBALSGLOBAL ELECTRICAND GASDISTRIBUTIONFACILITIESFACILITIE LOCATEDIN VARIOUSVARIOU FOREIGNJURISDICTIONSJURISDICTIONARE RATEREGULATED
ENTERPRISESENTERPRISEGOVERNMENTALAUTHORITIESAUTHORITIEESTABLISHRATESRATE CHARGEDTO CUSTOMERSCUSTOMER WHILE THESERATESRATE ARE DESIGNEDTO COVER ALL

OPERATINGCOSTSCOST AND PROVIDE RETURNCONSIDERABLEFISCALAND CASHUNCERTAINTIESUNCERTAINTIEIN CERTAINCOUNTRIESCOUNTRIE DUE TO LOCAL

REGULATIONOR ECONOMICPOLITICALAND SOCIALCRISISCRISI COULDHAVE AN ADVERSEIMPACTIN ADDITIONFUTURERATESRATE MAY NOT BE

ADEQUATETO PROVIDECASHFLOWTO PAY PRINCIPALAND INTERESTON THEDEBTOF PSEG GLOBALSGLOBAL SUBSIDIARIESSUBSIDIARIE AND AFFILIATESAFFILIATE OR TO

ENABLEITS SUBSIDIARIESSUBSIDIARIE AND AFFILIATESAFFILIATE TO COMPLYWITH THETERMSTERM OF DEBTAGREEMENTSAGREEMENT

THE COMBINED COMPANYSCOMPANY ENERGYDELIVERYBUSINESSBUSINES WILL BE OBLIGATEDAS THE PROVIDEROFLASTRESORTTO

PROVIDEENERGYTO ALL RETAIL CUSTOMERSCUSTOMER IN ITS SERVICETERRITORIESTERRITORIEWHICH MAKESMAKE IT DIFFICULT TO PREDICTAND

PLANFORLOAD REQUIREMENTSREQUIREMENT

CORNEDPECO AND PSEG SERVE AS THEPROVIDEROFLASTRESORTREFERREDTO IN THISTHI PROSPECTUSPROSPECTUSUPPLEMENTAS

POLR FORENERGY FORALLRETAILCUSTOMERSCUSTOMER IN THEIRRESPECTIVEELECTRICAND GAS SERVICETERRITORIESTERRITORIEIN ILLINOISILLINOI

PENNSYLVANIAAND NEW JERSEYAS POLR SUPPLIERSSUPPLIERCOMED PECO AND PSEG COULDBE REQUIREDTO SECURE LOAD

REQUIREMENTSREQUIREMENTSUFFICIENTTO SERVE ALLCUSTOMERSCUSTOMER IN THEIRRESPECTIVESERVICETERRITORIESTERRITORIEIN THEEVENT THATCUSTOMERSCUSTOMER DO NOT

CHOOSEALTERNATESUPPLIERSSUPPLIEROR THIRDPARTYSUPPLIERIS UNABLETO SATISFYITSOBLIGATIONSOBLIGATIONAS RESULTPLANNINGHAS HIGHER
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LEVELOF UNCERTAINTYTHANTHATTRADITIONALLYEXPERIENCEDDUETO WEATHERAND THEECONOMY AND IT IS MORE DIFFICULTTO

PREDICTAND PLANFORTHENUMBER OF CUSTOMERSCUSTOMER AND THEIRASSOCIATEDENERGYDEMAND

THE INTERNAL REVENUE SERVICE MIGHTSUCCESSFULLYCHALLENGECERTAINLEVERAGEDLEASETRANSACTIONSTRANSACTION ENTERED

INTO BYPSEG WHICH COULD HAVE MATERIAL ADVERSE IMPACTON THE COMBINED COMPANYSCOMPANYOPERATING
RESULTSRESULT

IN 1996 THROUGH2002 PSEG THROUGHITSSUBSIDIARYPSEG RESOURCESRESOURCELLC PSEG RESOURCESRESOURCE ENTEREDINTO

NUMBER OFLEVERAGEDLEASINGTRANSACTIONSTRANSACTIONIN THEORDINARYCOURSE OFPSEG RESOURCESRESOURCE BUSINESSBUSINES THE IRS IS LIKELYTO

ARGUE THATCERTAINOFTHOSETRANSACTIONSTRANSACTIONARE OF TYPETHATIT HASANNOUNCEDITS INTENTIONTO CHALLENGEAND PSEG AND

EXELON UNDERSTANDTHATSIMILAR TRANSACTIONSTRANSACTIONENTEREDINTOBYOTHERCOMPANIESCOMPANIEHAVEBEENTHESUBJECTOFREVIEWAND

CHALLENGEBYTHE IRS AS OF MARCH 31 2005 THETOTALGROSSGROS INVESTMENTBYPSEG RESOURCESRESOURCE IN SUCHTRANSACTIONSTRANSACTIONWAS

APPROXIMATELY14 BILLION

THE IS PRESENTLYREVIEWINGTHETAX RETURNSRETURN OFPSEG AND ITS SUBSIDIARIESSUBSIDIARIE FORTAX YEARSYEAR 1997 THROUGH2000

YEARSYEAR WHEN PSEG RESOURCESRESOURCE ENTEREDINTOTHESETRANSACTIONSTRANSACTION THE IRS IS AWARE OF THESELEASETRANSACTIONSTRANSACTIONAND HAS

REQUESTEDINFORMATIONAND DOCUMENTSDOCUMENT ASSOCIATEDWITH THEM TO DATETHE IRS HASNOT PROPOSEDTO DISALLOWANY
DEDUCTIONSDEDUCTION CLAIMEDRELATIVETOTHESETRANSACTIONSTRANSACTIONBUT MAY PROPOSESUCHDISALLOWANCESDISALLOWANCEIN THE FUTURE IF THETAX BENEFITSBENEFIT

ASSOCIATEDWITH THELEASETRANSACTIONSTRANSACTIONWERE SUCCESSFULLYCHALLENGEDBYTHE IRS PSEG OR FOLLOWINGCOMPLETIONOF THE

MERGERTHECOMBINED COMPANY WOULDBE ASSESSEDINTERESTAND POSSIBLYPENALTIESPENALTIEIN ADDITIONTO ANY UNDERPAYMENTSUNDERPAYMENTOF

TAX DURINGTHETIME PERIODOF 1997 THROUGH2000 THESETRANSACTIONSTRANSACTIONREDUCEDCURRENTTAX LIABILITIESLIABILITIE OFPSEG BY
APPROXIMATELY240 MILLION AND DURINGTHESUBSEQUENTTIME PERIODOF2001 THOUGH2004 THESEAND SIMILAR TRANSACTIONSTRANSACTION
REDUCEDTHE CURRENTTAX LIABILITIESLIABILITIE OFPSEG BYAPPROXIMATELY345 MILLION INTERESTTHATWOULDBE ASSESSEDON THESE

POTENTIALDEFICIENCIESDEFICIENCIEIF ASSOCIATEDDEDUCTIONSDEDUCTION WERE DISALLOWEDWOULDBE APPROXIMATELY140 MILLION THROUGH
MARCH 31 2005

IT IS PRESENTLYUNCLEARTHEEXTENT TO WHICH THE IRS WILLSEEKTO DISALLOWDEDUCTIONSDEDUCTION ASSOCIATEDWITH LEASE

TRANSACTIONSTRANSACTIONIF AT ALLAND IF IT WERE TO DO SO THE EXTENT TO WHICH ANY SUCHCHALLENGEWOULDBE SUCCESSFULIF DEDUCTIONSDEDUCTION

ASSOCIATEDWITH THESETRANSACTIONSTRANSACTIONENTEREDINTOBYPSEG WERE SUCCESSFULLYCHALLENGEDBYTHEIRS IT COULDHAVE

MATERIALADVERSEIMPACTON THECOMBINED COMPANYSCOMPANYOPERATINGRESULTSRESULTAND COULDIMPACTFUTURERETURNSRETURN ON THESE

TRANSACTIONSTRANSACTION

THE FASB IS CURRENTLYCONSIDERINGMODIFICATIONTO GAAP FORLEVERAGEDLEASESLEASE UNDER PRESENTGAAP TAX

SETTLEMENTWITH THEIRS THATRESULTSRESULTMERELYIN CHANGEIN THETIMINGOFTAX LIABILITIESLIABILITIE WOULD NOT REQUIREAN ACCOUNTING
REPRICINGOFTHE LEASEINVESTMENT AS SUCHINCOME FROMTHE LEASEWOULDCONTINUETO ACCRUE AT THEORIGINALECONOMIC

YIELDCOMPUTEDFORTHE LEASEAND THEREWOULD BE NO WRITEDOWNOFTHE LEASEINVESTMENT

MODIFICATIONCURRENTLYBEINGCONSIDEREDBYTHEFASB COULDREQUIRELEASETO BE REPRICEDIF CHANGEIN THE

TIMINGOF TAX LIABILITIESLIABILITIE HAS SIGNIFICANTIMPACTON THE ECONOMICYIELDOFTHE LEASEAND TO BE RETESTEDTO DETERMINEIF IT

QUALIFIESQUALIFIEFORLEVERAGEDLEASEACCOUNTINGIF THISTHI OR SIMILAR MODIFICATIONWERE TO BE ADOPTEDBYTHEFASB SUCCESSFUL

CHALLENGEBYTHE IRS TO THE TAX TREATMENT OF THELEASESLEASE REFERREDTO ABOVEOR SETTLEMENTWITH THE IRS COULDTRIGGER
LEASEREPRICINGIF REPRICINGWERE TO OCCUR THERECOULDBE MATERIALADVERSEIMPACTON THECOMBINED COMPANYSCOMPANY
OPERATINGRESULTSRESULT FURTHERSUCH SUCCESSFULCHALLENGEOR SETTLEMENTMAY CAUSE THELEASETO FAILTO QUALIFYFORLEVERAGED
LEASE ACCOUNTINGFAILURETO SO QUALIFYWOULDREQUIRETHATTHENONRECOURSE DEBTASSOCIATEDWITH THE LEASEBE BROUGHT
ONTO THEBALANCESHEETOF THECOMBINED COMPANY WHICH ALSOCOULDHAVE MATERIALADVERSEIMPACTON THE COMBINED

COMPANYSCOMPANYOPERATINGRESULTSRESULT IT IS PRESENTLYUNCLEARWHATMODIFICATIONSMODIFICATIONIF ANY WILLBE ADOPTEDBYTHEFASB THETIMING
OFANY SUCHMODIFICATION AND THE EFFECTOFANY SUCHMODIFICATION ON THEOPERATINGRESULTSRESULTOFPSEG OR THECOMBINED

COMPANY

BECAUSE PORTIONOF THE COMBINED COMPANYSCOMPANY BUSINESSBUSINES WILLBE CONDUCTEDOUTSIDE THE UNITED STATESSTATE
ADVERSE INTERNATIONALDEVELOPMENTSDEVELOPMENTCOULD NEGATIVELYIMPACTITS BUSINESSBUSINES

FOLLOWINGCOMPLETIONOFTHEMERGERAND PRIORTO IMPLEMENTINGTHECOMBINED COMPANYSCOMPANY ANTICIPATEDSTRATEGYOF

DIVESTINGASSETSASSET THAT DO NOT MEET THE STRATEGICOBJECTIVESOBJECTIVEOFTHECOMBINED COMPANY IT IS EXPECTEDTHATAPPROXIMATELY
OFITS ASSETSASSET WILL BE OUTSIDE THE UNITED STATESSTATE AND OFITS REVENUE WILLBE GENERATEDFROMSOURCESSOURCE OUTSIDETHEUNITED

STATESSTATE MOST OFWHICH WILLBE HELDBYAND GENERATEDFROMPSEG GLOBAL
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THE ECONOMICAND POLITICALCONDITIONSCONDITION IN CERTAINCOUNTRIESCOUNTRIEWHEREPSEG GLOBAL HASINTERESTSINTERESTPRESENTRISKSRISK THAT

MAY BE DIFFERENTFROMOR MORE EXTENSIVETHANTHOSEFOUNDIN THE UNITED STATESSTATE INCLUDING

FOREIGNCURRENCYFLUCTUATIONSFLUCTUATION

RISKSRISK OF WAR

EXPROPRIATION

NATIONALIZATION

RENEGOTIATIONOR NULLIFICATIONOF EXISTINGCONTRACTSCONTRACTAND

CHANGESCHANGEIN LAW OR TAX POLICY

CHANGESCHANGEIN THELEGALENVIRONMENTIN FOREIGNCOUNTRIESCOUNTRIEIN WHICH PSEG GLOBALHAS INVESTMENTSINVESTMENT COULDMAKE IT

MORE DIFFICULTTO OBTAINNONRECOURSE PROJECTREFINANCINGON SUITABLETERMSTERM AND COULDIMPAIRPSEG GLOBALSGLOBAL ABILITYTO

ENFORCEITSRIGHTSRIGHTUNDERAGREEMENTSAGREEMENTRELATINGTO SUCHPROJECTSPROJECTIN ADDITIONSUCHCHANGESCHANGECOULDMAKE IT MORE DIFFICULTFOR

THECOMBINED COMPANY TO PURSUEAN ACCELERATEDSTRATEGYOF SELLINGCERTAINOF PSEG GLOBALSGLOBAL INVESTMENTSINVESTMENT THATNO LONGER
MEET STRATEGICOBJECTIVESOBJECTIVEOFTHE COMBINED COMPANY

OPERATIONSOPERATIONIN FOREIGNCOUNTRIESCOUNTRIE ALSOPRESENTRISKSRISK ASSOCIATEDWITH CURRENCY EXCHANGEAND CONVERTIBILITY
INFLATIONAND REPATRIATIONOF EARNINGSEARNINGIN COUNTRIESCOUNTRIEIN WHICH PSEG GLOBALOPERATESOPERATEIN THEFUTUREECONOMIC AND MONETARY
CONDITIONSCONDITION AND OTHERFACTORSFACTORCOULDAFFECTPSEG GLOBALSGLOBAL ABILITYTO CONVERT ITS CASHDISTRIBUTIONSDISTRIBUTIONTO UNITED STATESSTATE DOLLARSDOLLAR

OR OTHERFREELYCONVERTIBLECURRENCIESCURRENCIEOR TO MOVE FUNDSFUND OFFSHOREFROMTHESECOUNTRIESCOUNTRIE FURTHERMORETHECENTRALBANK OF

ANY OFTHESECOUNTRIESCOUNTRIE MAY HAVETHEAUTHORITYTO SUSPENDRESTRICTOR OTHERWISEIMPOSECONDITIONSCONDITION ON FOREIGNEXCHANGE
TRANSACTIONSTRANSACTIONOR TO APPROVE DISTRIBUTIONSDISTRIBUTION TO FOREIGNINVESTORSINVESTOR ALTHOUGHPSEG GLOBALGENERALLYSEEKSSEEK TO STRUCTUREPOWER

PURCHASECONTRACTSCONTRACT AND OTHERPROJECTREVENUE AGREEMENTSAGREEMENT TOPROVIDEFORPAYMENTSPAYMENTTO BE MADE IN OR INDEXED TO UNITED

STATESSTATE DOLLARSDOLLAROR CURRENCYFREELYCONVERTIBLEINTOUNITED STATESSTATE DOLLARSDOLLARITSABILITYTO DO SO IN ALLCASESCASE MAY BE LIMITED

THE COMBINED COMPANYSCOMPANY RESULTSRESULT OF OPERATIONSOPERATIONAND CASH FLOWSFLOW MAY BE AFFECTEDBY ITSABILITYTO DIVEST

UNPROFITABLEOR UNDERPERFORMINGBUSINESSESBUSINESSE

THE COMBINED COMPANY WILL PURSUE OPPORTUNITIESOPPORTUNITIETO SELLBUSINESSESBUSINESSE AND ASSETSASSET THATEITHERDO NOT MEET THE

STRATEGICOBJECTIVESOBJECTIVEOFTHECOMBINED COMPANY OR ARE UNPROFITABLETHE COMBINED COMPANY MAY INCURSIGNIFICANT
EXPENSESEXPENSE IN DIVESTINGTHESEBUSINESSESBUSINESSE THE COMBINED COMPANY ALSO MAY BE UNABLETO IMPLEMENTSUCCESSFULLYTHISTHI

STRATEGYFOR NUMBEROF REASONSREASON INCLUDINGAN INABILITYTO LOCATEAPPROPRIATEBUYERSBUYEROR TO NEGOTIATEACCEPTABLETERMSTERM FOR

THETRANSACTIONSTRANSACTION IN ADDITIONTHE AMOUNTSAMOUNT THATTHE COMBINED COMPANY MAY REALIZEFROM DIVESTITUREARE SUBJECTTO

FLUCTUATINGMARKETCONDITIONSCONDITION THATMAY CONTRIBUTETO PRICINGAND OTHERTERMSTERM THATARE MATERIALLYDIFFERENTTHANEXPECTED
AND COULDRESULTIN LOSSLOS ON THE SALE TIMINGOFANY DIVESTITURESDIVESTITUREMAY POSITIVELYOR NEGATIVELYAFFECTTHECOMBINED

COMPANYSCOMPANYRESULTSRESULTOF OPERATIONSOPERATIONAND CASHFLOWSFLOW

REGULATORYMATTERSMATTER RELATINGTO THE PROPOSEDMERGER

DURINGTHEFIRSTQUARTEROF2005 WE FILEDPETITIONSPETITIONOR APPLICATIONSAPPLICATIONFORAPPROVALOFTHE MERGERWITH THE FERC

UNDERTHEFEDERALPOWERACT THEUNITED STATESSTATE DEPARTMENTOFJUSTICEUNDERTHEHARTSCOTTRODINO ANTITRUST

IMPROVEMENTSIMPROVEMENTACT OF 1976 THEPUC THENJBPU THENRC THENEW YORK PUBLIC SERVICECOMMISSIONTHECONNECTICUT

SITINGCOUNCILTHE NEW JERSEYDEPARTMENTOF ENVIRONMENTALPROTECTIONAND WITH THE SEC UNDERTHEPUBLIC UTILITY
HOLDINGCOMPANYACT

APPROXIMATELY50 INTERVENORSINTERVENORINCLUDINGGOVERNMENTALCONSUMER INDUSTRYAND POLICYGROUPSGROUP HAVEINTERVENED

TO FILEOBJECTIONSOBJECTIONIN THEPROCEEDINGSPROCEEDINGBEFORETHEFERC AND SEVERALOF THOSEPARTIESPARTIEHAVE REQUESTEDTHATTHEFERC HOLD

HEARINGSHEARINGON THEPROPOSEDMERGERIN ADDITIONVARIOUSVARIOU GOVERNMENTALCONSUMER AND OTHERPARTIESPARTIEHAVE INTERVENEDOR ARE

EXPECTEDTO INTERVENEIN THEPROCEEDINGSPROCEEDINGBEFORETHENJBPU THEPUC AND THEOTHERREGULATORYBODIESBODIE APPROVALOFTHE
CONNECTICUTSITINGCOUNCIL WAS RECEIVEDON MARCH 16 2005 CORNED FILED NOTICEOFTHE MERGERWITH THE ILLINOISILLINOI

COMMERCE COMMISSION ICC AND THESH GENERALCOUNSELCONFIRMEDTHATITS FORMALAPPROVALOFTHEMERGERIS NOT

REQUIRED
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OTHERSTATEAND FEDERALAGENCIESAGENCIEWILLHAVE ROLEIN REVIEWINGVARIOUSVARIOU ASPECTSASPECTOFTHETRANSACTIONWE EXPECTTO

MAKE THESEREMAININGFILINGSFILINGIN 2005 THE CLOSINGOFTHEMERGERIS DEPENDENTUPONTHERECEIPTOF ALLREQUIRED
APPROVALSAPPROVALINCLUDINGAPPROVALOFTHESHAREHOLDERSSHAREHOLDEROFBOTHCOMPANIESCOMPANIE

POSTMERGERDIRECTORSDIRECTOR AND OFFICERSOFFICER

BOARD OFDIRECTORSDIRECTOR

PURSUANT TO THEMERGERAGREEMENTAND EXELONSEXELON AMENDED AND RESTATEDBYLAWSBYLAW TO BE ADOPTEDUPON

COMPLETIONOF THEMERGERWE WILLINCREASETHENUMBER OF DIRECTORSDIRECTORON OUR BOARDOF DIRECTORSDIRECTORTO EIGHTEENAND WILL

APPOINTSIX FORMERPSEG DIRECTORSDIRECTORDESIGNATEDBYTHE CHIEF EXECUTIVEOFFICEROFPSEG TO FILLSIX DIRECTORSDIRECTORSEATSSEAT SUBJECT
TO APPLICABLELAWSLAW AND REGULATIONSREGULATIONSUCH FORMERPSEG DIRECTORSDIRECTORWILLBE ALLOCATEDEVENLYAMONG CLASSESCLASSE AND OF

THE EXELONBOARDOFDIRECTORSDIRECTOR

CHAIRMAN OFTHEBOARD CHIEFEXECUTIVE OFFICERPRESIDENT

PURSUANTTO EXELONSEXELON AMENDED AND RESTATEDBYLAWSBYLAW TOBE ADOPTEDUPON COMPLETIONOFTHEMERGER JAMESJAME

FERLANDPSEGSPSEG CHAIRMAN OF THEBOARDCHIEF EXECUTIVE OFFICERAND PRESIDENTWILLBECOME THENONEXECUTIVE

CHAIRMAN OF THEEXELONBOARDOFDIRECTORSDIRECTOR MR FERLANDWILLSERVE AS NONEXECUTIVE CHAIRMAN OFTHE EXELONBOARDOF

DIRECTORSDIRECTORUNTILTHEEARLIEROF MARCH 31 2007 HIS ANNOUNCEDDATEOF RETIREMENTAND THE DATEON WHICH

MR FERLANDNO LONGERSERVESSERVE AS MEMBER OFTHEEXELON BOARDOF DIRECTORSDIRECTOR AT SUCHTIME THE CHIEF EXECUTIVE OFFICER

OFEXELON WILLBE APPOINTEDAS CHAIRMAN OFTHE EXELONBOARDOFDIRECTORSDIRECTORAND CONTINUEIN SUCHROLEFORTHE DURATIONOF

THETRANSITIONPERIODAND THEREAFTERAS DETERMINEDBYTHE EXELONBOARDOFDIRECTORSDIRECTOR AS THENONEXECUTIVE CHAIRMAN
MR FERLANDWILL PRESIDEAT ALLMEETINGSMEETINGOFTHEEXELONBOARDOFDIRECTORSDIRECTORAND WILLIN CONSULTATIONWITH THECHIEF

EXECUTIVE OFFICEROFEXELONESTABLISHTHEAGENDAFORMEETINGSMEETINGOFTHE EXELONBOARDOFDIRECTORSDIRECTOR MR FERLANDWILLHAVE

SUCH OTHERDUTIESDUTIE AS NONEXECUTIVE CHAIRMAN OF THE EXELONBOARDOFDIRECTORSDIRECTORAS MAY FROMTIME TO TIME BE REQUESTEDBY
THECHIEF EXECUTIVE OFFICEROF EXELON

FOR AT LEASTTHETRANSITIONPERIODJOHN ROWE WILLCONTINUETO SERVE AS THE PRESIDENTAND CHIEF EXECUTIVE

OFFICEROFEXELON IN CHARGEOFGENERALSUPERVISIONOVER THEBUSINESSBUSINES AND OPERATIONSOPERATIONOFEXELON

SENIOR OFFICERSOFFICER

THE MERGERAGREEMENTPROVIDESPROVIDETHATTHE OFFICERSOFFICEROF EXELONFOLLOWINGTHEMERGERWILLCONTINUEAS THEOFFICERSOFFICER

OFEXELON WITH SUCHSUBSTITUTIONSSUBSTITUTIONADDITIONSADDITION AND DELETIONSDELETION AS SHALLBE DETERMINEDBYMR ROWE IN CONSULTATIONWITH THE

CHIEF EXECUTIVE OFFICEROF PSEG AND APPROVEDBYTHE EXELONBOARDOF DIRECTORSDIRECTOR
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DESCRIPTION OF THE SENIOR NOTESNOTE

WE WILLISSUE THENOTESNOTE IN THREESERIESSERIE UNDERTHEINDENTURE THE NOTESNOTE CONSTITUTESENIORDEBTSECURITIESSECURITIEAS

DESCRIBEDIN THEACCOMPANYINGPROSPECTUSPROSPECTU AND WILL CONTAINALLOFTHETERMSTERM DESCRIBEDIN THEACCOMPANYINGPROSPECTUSPROSPECTU
UNDERTHEHEADINGDESCRIPTIONOF DEBT SECURITIESSECURITIE

GENERAL

THE INDENTUREPROVIDESPROVIDEFORISSUANCEFROMTIME TO TIME OFDEBENTURESDEBENTURENOTESNOTE INCLUDINGTHENOTESNOTE ISSUEDIN THISTHI

OFFERINGAND OTHEREVIDENCESEVIDENCE OF OUR INDEBTEDNESSINDEBTEDNES IN AN UNLIMITED AMOUNT WE MAY ISSUEADDITIONALSECURITIESSECURITIE UNDERTHE

INDENTUREFROMTIME TO TIME

THE NOTESNOTE WILLBE OUR SENIORUNSECUREDOBLIGATIONSOBLIGATIONAND WILLRANKEQUALLYWITH ALLOF OUR OTHERSENIORUNSECURED

INDEBTEDNESSINDEBTEDNES AND OTHEROBLIGATIONSOBLIGATIONAS WE ARE HOLDINGCOMPANY WITH NO MATERIALASSETSASSET OTHERTHAN OUR OWNERSHIP
INTERESTSINTERESTIN OUR SUBSIDIARIESSUBSIDIARIEWE ARE DEPENDENTUPON OUR SUBSIDIARIESSUBSIDIARIE EARNINGSEARNINGAND CASHFLOWSFLOW TO MEET OUR OBLIGATIONSOBLIGATION
INCLUDINGOBLIGATIONSOBLIGATIONWITH RESPECTTO THENOTESNOTE IN ADDITIONTHENOTESNOTE WILLBE EFFECTIVELYSUBORDINATEDTO ALLEXISTINGAND

FUTUREDEBTTRADECREDITORSCREDITORAND OTHERLIABILITIESLIABILITIE OFOUR SUBSIDIARIESSUBSIDIARIE

INTEREST ON THENOTESNOTE WILLACCRUE AT THERATE OF445 PERYEARWITH RESPECTTO THE445 SENIORNOTESNOTE DUE 2010
490 PER YEARWITH RESPECTTO THE490 SENIORNOTESNOTE DUE 2015 AND 5625 PERYEARWITH RESPECTTO THE5625

SENIORNOTESNOTE DUE 2035 INTERESTWILL ACCRUE FROMJUNE 2005 OR FROMTHEMOST RECENT INTERESTPAYMENTDATETO WHICH

INTERESTHAS BEENPAIDOR PROVIDEDFOR INTEREST IS PAYABLETWICE YEAR TO HOLDERSHOLDEROF RECORDAT THECLOSEOFBUSINESSBUSINES ON

THE JUNE OR DECEMBER IMMEDIATELYPRECEDINGTHE INTERESTPAYMENTDATE INTEREST PAYMENTDATESDATE WILLBE JUNE 15 AND

DECEMBER 15 OF EACHYEAR BEGINNINGON DECEMBER 15 2005

THE 445 SENIORNOTESNOTE DUE 2010 WILL MATURE ON JUNE 15 2010 THE 490 SENIORNOTESNOTE DUE 2015 WILL

MATURE ON JUNE 15 2015 THE 5625 SENIORNOTESNOTE DUE 2035 WILLMATURE ON JUNE 15 2035

WE WILL ISSUETHENOTESNOTE ONLYIN REGISTEREDFORMIN DENOMINATIONSDENOMINATION OF1000 AND MULTIPLESMULTIPLETHEREOF

FORM

THE NOTESNOTE WILLBE BOOKENTRYONLYAND REGISTEREDIN THENAME OF NOMINEE OFDTC

REDEMPTIONAT OUR OPTION

WE MAY REDEEMANY SERIESSERIE OFTHENOTESNOTE IN WHOLEOR IN PARTAT OUR OPTIONAT ANY TIME AT REDEMPTIONPRICE
EQUALTO THEGREATEROF

100 OFTHE PRINCIPALAMOUNT OF THENOTESNOTE OFTHESERIESSERIE BEINGREDEEMEDOR

THE SUM OFTHEPRESENTVALUESVALUE OFTHEREMAININGSCHEDULEDPAYMENTSPAYMENTOFPRINCIPALAND INTERESTTHEREON

EXCLUSIVEOFINTERESTACCRUEDTO THE DATEOF REDEMPTIONDISCOUNTEDTO THEREDEMPTIONDATEON

SEMIANNUALBASISBASI ASSUMING360DAYYEAR CONSISTINGOFTWELVE30DAYMONTHSMONTHAT THETREASURYRATE AS
DEFINEDBELOWPLUSPLU AS APPLICABLE15 BASISBASI POINTSPOINTIN THE CASE OFTHE445 SENIORNOTESNOTE DUE 2010 20

BASISBASI POINTSPOINTIN THECASE OFTHE490 SENIORNOTESNOTE DUE 2015 AND 25 BASISBASI POINTSPOINTIN THE CASE OFTHE

5625 SENIORNOTESNOTE DUE 2035

PLUSPLU ACCRUEDINTERESTON THEPRINCIPALAMOUNT BEINGREDEEMEDTO THEREDEMPTIONDATE

REDEMPTIONOF THENOTESNOTE OFONE SERIESSERIE MAY BE MADE WITHOUT THEREDEMPTIONOFTHENOTESNOTE OF ANY OTHERSERIESSERIE



COMPARABLETREASURYISSUE MEANSMEAN THEUNITED STATESSTATE TREASURYSECURITYOR SECURITIESSECURITIE SELECTEDBYAN

INDEPENDENTINVESTMENTBANKER AS DEFINEDBELOWAS HAVINGAN ACTUALOR INTERPOLATEDMATURITYCOMPARABLETO THE

REMAININGTERM OF THENOTESNOTE OFTHESERIESSERIE BEINGREDEEMEDTHATWOULDBE UTILIZEDAT THE TIME OF SELECTIONAND IN

ACCORDANCEWITH CUSTOMARYFINANCIALPRACTICEIN PRICINGNEW ISSUESISSUE OF CORPORATEDEBTSECURITIESSECURITIE OFCOMPARABLEMATURITY
TOTHEREMAININGTERM OF SUCHNOTESNOTE

COMPARABLETREASURYPRICE MEANSMEAN WITH RESPECTTO ANY REDEMPTIONDATE THEAVERAGE OFTHEREFERENCE

TREASURYDEALERQUOTATIONSQUOTATIONAS DEFINEDBELOWFORSUCHREDEMPTIONDATEAFTEREXCLUDINGTHEHIGHESTAND LOWESTSUCH

REFERENCETREASURYDEALERQUOTATIONSQUOTATIONOR IF THETRUSTEE OBTAINSOBTAIN FEWERTHANFOURSUCHREFERENCETREASURYDEALER

QUOTATIONSQUOTATIONTHEAVERAGEOFALLSUCHQUOTATIONSQUOTATION

INDEPENDENTINVESTMENTBANKER MEANSMEAN ONE OFTHEREFERENCETREASURYDEALERSDEALER AS DEFINEDBELOWAPPOINTED
BYTHETRUSTEEAFTERCONSULTATIONWITH US

REFERENCE TREASURYDEALER MEANSMEAN EACHOF CITIGROUPGLOBAL MARKETSMARKET INC AND MERRILLLYNCHPIERCEFENNER

SMITH INCORPORATEDTHEIRRESPECTIVESUCCESSORSSUCCESSOR AND TWO OTHERPRIMARYUS GOVERNMENTSECURITIESSECURITIE DEALERSDEALER IN THE

CITYOF NEW YORK PRIMARYTREASURYDEALERSELECTEDBYUS IF ANY REFERENCETREASURYDEALERSHALLCEASE TO BE

PRIMARYTREASURYDEALERWE WILL SUBSTITUTEANOTHERPRIMARYTREASURYDEALERFORTHATDEALER

REFERENCE TREASURYDEALERQUOTATIONSQUOTATIONMEANSMEAN WITH RESPECTTO EACHREFERENCETREASURYDEALERAND ANY

REDEMPTIONDATETHEAVERAGE AS DETERMINEDBYTHETRUSTEEOF THEBID AND ASKEDPRICESPRICEFORTHECOMPARABLETREASURY
ISSUE EXPRESSEDIN EACHCASE AS PERCENTAGEOFITSPRINCIPALAMOUNTQUOTEDIN WRITINGTOTHE TRUSTEEBYSUCHREFERENCE

TREASURYDEALERAT 330 PM NEW YORK CITYTIME ON THETHIRDBUSINESSBUSINES DAYPRECEDINGSUCHREDEMPTIONDATE

TREASURYRATE MEANSMEAN WITH RESPECTTO ANY REDEMPTIONDATETHERATE PER ANNUM EQUALTO THE SEMIANNUAL

EQUIVALENTYIELDTO MATURITYOR INTERPOLATEDON DAYCOUNT BASISBASI OFTHECOMPARABLETREASURYISSUEASSUMINGPRICE
FORTHECOMPARABLETREASURYISSUE EXPRESSEDAS PERCENTAGEOFITSPRINCIPALAMOUNT EQUALTO THECOMPARABLE
TREASURYPRICEFORSUCHREDEMPTIONDATE

WE WILLMAIL NOTICEOFANY REDEMPTIONAT LEAST30 DAYSDAY BUTNOT MORE THAN60 DAYSDAY BEFORETHEREDEMPTIONDATETO

EACHHOLDEROFNOTESNOTE TOBE REDEEMED

UNLESSUNLES WE DEFAULTIN PAYMENTOFTHEREDEMPTIONPRICEON AND AFTERTHEREDEMPTIONDATEINTERESTWILLCEASE TO

ACCRUE ON THENOTESNOTE OR PORTIONSPORTIONTHEREOFCALLEDFORREDEMPTION

ADDITIONAL NOTESNOTE

THE NOTESNOTE OF EACHSERIESSERIE INITIALLYWILL BE LIMITED TO THE AGGREGATEPRINCIPALAMOUNT FORTHAT SERIESSERIE SET FORTH

ABOVE WE MAY FROMTIME TO TIME WITHOUTNOTICETO OR THE CONSENT OF THEHOLDERSHOLDER OFTHENOTESNOTE OF SERIESSERIE CREATE AND

ISSUEADDITIONALNOTESNOTE OFTHATSERIESSERIE EQUALIN RANKTO THENOTESNOTE OFTHATSERIESSERIE IN ALLRESPECTSRESPECTOR IN ALLRESPECTSRESPECTEXCEPTFOR

THEPAYMENTOF INTERESTACCRUINGPRIORTO THEISSUEDATEOFTHENEW NOTESNOTE OR EXCEPTFORTHEFIRSTPAYMENTOF INTEREST

FOLLOWINGTHE ISSUEDATEOFTHENEW NOTESNOTE SO THATTHENEW NOTESNOTE MAY BE CONSOLIDATEDAND FORM SINGLESERIESSERIE WITH SUCH

NOTESNOTE AND HAVETHESAME TERMSTERM AS TO STATUSSTATU REDEMPTIONOR OTHERWISEAS SUCH NOTESNOTE IN THE EVENT THAT WE ISSUE ADDITIONAL

NOTESNOTE WE WILL PREPARE NEW OFFERINGMEMORANDUM OR PROSPECTUSPROSPECTU

COVENANTSCOVENANT

LIMITATION UPON LIENSLIEN ON STOCK OFCERTAIN SUBSIDIARIESSUBSIDIARIE

FOR SO LONGAS ANY NOTESNOTE REMAIN OUTSTANDINGWE WILLNOT CREATEOR INCUROR ALLOWANY OFOUR SUBSIDIARIESSUBSIDIARIE TO

CREATEOR INCURANY PLEDGEOR SECURITYINTERESTON ANY OFTHECAPITALSTOCKOF OR OTHEREQUITYINTERESTSINTERESTIN PECO
COMED OR GENERATIONAND ANY OFTHECAPITALSTOCKOF OR OTHEREQUITYINTERESTSINTERESTIN OUR SUBSIDIARIESSUBSIDIARIE WHICH DIRECTLY
HOLD THECAPITALSTOCKOF OR OTHEREQUITYINTERESTSINTERESTIN PECO CORNED OR GENERATIONIN EACHCASE HELDBYUS OR ONE OFOUR

SUBSIDIARIESSUBSIDIARIE ON THE ISSUEDATEOFTHENOTESNOTE
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LIMITATION UPON MERGERSMERGERCONSOLIDATIONSCONSOLIDATIONAND SALESSALE OFASSETSASSET

THE INDENTUREPROVIDESPROVIDETHATWE WILLNOT CONSOLIDATEWITH OR MERGE INTOOR TRANSFERALLOR SUBSTANTIALLYALLOF OUR

ASSETSASSET TO ANOTHERCOMPANY UNLESSUNLES

THATCOMPANY IS ORGANIZEDUNDERTHELAWSLAW OFTHE UNITED STATESSTATE OR STATEOR IS ORGANIZEDUNDERTHELAWSLAW OF

FOREIGNJURISDICTIONAND CONSENTSCONSENT TO THEJURISDICTIONOFTHECOURTSCOURT OFTHEUNITED STATESSTATE OR STATE

THATCOMPANY ASSUMESASSUME BYSUPPLEMENTALINDENTUREALLOFOUR OBLIGATIONSOBLIGATIONUNDERTHEINDENTUREAND THE NOTESNOTE
AND

IMMEDIATELYPRIORTO AND AFTERGIVINGEFFECTTO THETRANSACTIONNO DEFAULTEXISTSEXIST UNDERTHEINDENTURE

THE SUCCESSOR SHALLBE SUBSTITUTEDFORUS AS IF IT HAD BEEN AN ORIGINALPARTYTO THE INDENTUREAND THENOTESNOTE

THEREAFTERTHE SUCCESSOR MAY EXERCISEOUR RIGHTSRIGHTAND POWERSPOWER UNDERTHEINDENTURETHENOTESNOTE AND ALLOF OUR OBLIGATIONSOBLIGATION
UNDERTHOSEDOCUMENTSDOCUMENT WILL TERMINATE

EVENTSEVENT OF DEFAULT

IN ADDITIONTO THEEVENTSEVENT OFDEFAULTDESCRIBEDIN THE INDENTUREAN EVENT OFDEFAULTUNDERTHE NOTESNOTE WILL INCLUDE

OUR FAILURETO PAY PRINCIPALAT MATURITYOR ACCELERATIONFOLLOWINGDEFAULTIN AN AGGREGATEAMOUNT OF 50 MILLION OR

MORE WITH RESPECTTO ANY INDEBTEDNESSINDEBTEDNES AS DEFINEDBELOWOFEXELONCORPORATIONNOTINCLUDINGINDEBTEDNESSINDEBTEDNES OFOUR

SUBSIDIARIESSUBSIDIARIE OR THE ACCELERATIONOFANY OF OUR INDEBTEDNESSINDEBTEDNES AGGREGATING50 MILLION OR MORE WHICH DEFAULTIS NOT CURED
WAIVED OR POSTPONEDPURSUANTTO AN AGREEMENTWITH THEHOLDERSHOLDER OFTHE INDEBTEDNESSINDEBTEDNES WITHIN 30 DAYSDAY AFTERWRITTENNOTICE

AS PROVIDEDIN THE INDENTUREOR THEACCELERATIONIS NOT RESCINDEDOR ANNULLEDWITHIN 30 DAYSDAY AFTERWRITTENNOTICEAS

PROVIDEDIN THE INDENTURE

AS USED IN THE IMMEDIATELYPRECEDINGPARAGRAPHINDEBTEDNESSINDEBTEDNES MEANSMEAN THEFOLLOWINGOFOUR OBLIGATIONSOBLIGATION

ALLOBLIGATIONSOBLIGATIONFORBORROWEDMONEY

ALLOBLIGATIONSOBLIGATIONEVIDENCEDBYBONDSBOND DEBENTURESDEBENTURENOTESNOTE OR SIMILAR INSTRUMENTSINSTRUMENTOR UPON WHICH INTEREST

PAYMENTSPAYMENTARE CUSTOMARILYMADE

ALLOBLIGATIONSOBLIGATIONUNDERCONDITIONALSALEOR OTHERTITLERETENTIONAGREEMENTSAGREEMENTRELATINGTO PROPERTYPURCHASEDBY
US TO THEEXTENT OFTHE VALUEOFTHEPROPERTYOTHERTHANCUSTOMARYRESERVATIONSRESERVATIONOR RETENTIONSRETENTIONOFTITLEUNDER

AGREEMENTWITH LIERSLIER ENTEREDINTOIN THEORDINARYCOURSE OF BUSINESSBUSINES AND

ALLOBLIGATIONSOBLIGATIONISSUEDOR ASSUMEDAS THE DEFERREDPURCHASEPRICEOFPROPERTYOR SERVICESSERVICE PURCHASEDBYUS

WHICH WOULD APPEAR AS LIABILITIESLIABILITIE ON OUR BALANCESHEET

RATINGSRATING

MOODYSMOODY INVESTORSINVESTOR SERVICEINC STANDARDAND POORSPOOR RATINGSRATINGSERVICESSERVICE AND FITCH RATINGSRATINGCURRENTLYRATE OUR

LONGTERMDEBTBAA2 BBB AND BBB RESPECTIVELY

RATINGREFLECTSREFLECTONLYTHEVIEWSVIEW OF RATINGAGENCYAND IS NOT RECOMMENDATIONTO BUYSELLOR HOLDTHE NOTESNOTE

ANY RATINGCAN BE REVISEDUPWARDOR DOWNWARDOR WITHDRAWNAT ANY TIME BY RATINGAGENCY IF IT DECIDESDECIDE THE

CIRCUMSTANCESCIRCUMSTANCEWARRANT THATCHANGEEACH RATINGSHOULDBE EVALUATEDINDEPENDENTLYOFANY OTHERRATING



UNDERWRITING

CITIGROUPGLOBALMARKETSMARKET INC MERRILLLYNCHPIERCEFENNER SMITH INCORPORATEDBANE OF AMERICA

SECURITIESSECURITIE LLC BARCLAYSBARCLAYCAPITALINC CREDITSUISSE FIRSTBOSTONLLC AND DEUTSCHEBANK SECURITIESSECURITIE INC ARE ACTINGAS

JOINTBOOKRUNNINGMANAGERSMANAGER AND AS REPRESENTATIVESREPRESENTATIVEOFTHEUNDERWRITERSUNDERWRITERNAMED BELOWFORCERTAINOF THESERIESSERIE OF NOTESNOTE

CITIGROUPGLOBAL MARKETSMARKET INC AND MERRILLLYNCHPIERCEFENNER SMITH INCORPORATEDARE ACTINGAS JOINTBOOKRUNNING
MANAGERSMANAGER FORALLSERIESSERIE OF NOTESNOTE BANE OF AMERICA SECURITIESSECURITIE LLC IS ACTINGAS JOINTBOOKRUNNINGMANAGERFORTHE

2035 NOTESNOTE ONLYBARCLAYSBARCLAYCAPITALINC AND CREDITSUISSE FIRSTBOSTON LLC ARE ACTINGAS JOINTBOOKRUNNERMANAGERSMANAGER FOR

THE2015 NOTESNOTE ONLYAND DEUTSCHEBANK SECURITIESSECURITIE INC IS ACTINGAS JOINTBOOKRUNNINGMANAGERFORTHE 2010 NOTESNOTE ONLY

SUBJECTTO THETERMSTERM AND CONDITIONSCONDITION STATEDIN THEUNDERWRITINGAGREEMENTDATEDTHEDATEOF THISTHI PROSPECTUSPROSPECTU
SUPPLEMENTEACHUNDERWRITERNAMED BELOWHAS AGREEDTOPURCHASEAND WE HAVEAGREEDTO SELLTO THEUNDERWRITERTHE

PRINCIPALAMOUNT OFNOTESNOTE SET FORTHOPPOSITETHATUNDERWRITERSUNDERWRITER NAME

PRINCIPALAMOUNT OF PRINCIPALAMOUNT OF PRINCIPALAMOUNT OF

445 SENIOR NOTESNOTE 490 SENIORNOTESNOTE 5625 SENIORNOTESNOTE

UH UH

CITIGROUPGLOBAL MARKETSMARKET INC 100000000 158000000 110000000
MERRILLLYNCHPIERCEFENNER SMITH

INCORPORATED 68000000 132000000 82500000
BANE OF AMERICA SECURITIESSECURITIE LLC 110000000

BARCLAYSBARCLAYCAPITALINC 158000000
CREDITSUISSE FIRSTBOSTONLLC 158000000
DEUTSCHEBANK SECURITIESSECURITIE INC 100000000
UBS SECURITIESSECURITIE LLC 62500000
WACHOVIA CAPITALMARKETSMARKET LLC 62500000
ABN AMRO INCORPORATED 36800000 15000000
BNP PARIBASPARIBA SECURITIESSECURITIE CORP 36800000 10000000
BNY CAPITALMARKETSMARKET INC 32000000
CAPITALMANAGEMENTGROUPSECURITIESSECURITIE LLC 9000000
DRESDNERKLEINWORTWASSERSTEINSECURITIESSECURITIE

LLC 36800000 15000000
KEYBANCCAPITALMARKETSMARKET 36800000 10000000
LOOPCAPITALMARKETSMARKET LLC 9000000 10000000

PIPERJAFFRAYCO 32000000
SAMUEL RAMIREZ COMPANYINC 9000000
SCOTIACAPITALUSA INC 36800000 10000000
THE WILLIAMSWILLIAM CAPITALGROUPLP 9000000 12500000
WELLSWELL FARGOSECURITIESSECURITIELLC

TOTAL UH UH

THE UNDERWRITINGAGREEMENTPROVIDESPROVIDETHATTHEOBLIGATIONSOBLIGATIONOFTHEUNDERWRITERSUNDERWRITERTO PURCHASETHE NOTESNOTE INCLUDEDIN

THISTHI OFFERINGARE SUBJECTTO THEAPPROVALOF LEGALMATTERSMATTER BYCOUNSELAND TO OTHERCONDITIONSCONDITION THE UNDERWRITERSUNDERWRITERARE

OBLIGATEDTOPURCHASEALLOFTHE NOTESNOTE IF THEYPURCHASEANY OFTHE NOTESNOTE

THE UNDERWRITERSUNDERWRITERPROPOSETO OFFERSOME OFTHE NOTESNOTE DIRECTLYTOTHEPUBLICAT THEPUBLICOFFERINGPRICESET FORTH

ON THE COVER PAGE OFTHISTHI PROSPECTUSPROSPECTUSUPPLEMENTAND SOME OFTHE NOTESNOTE TO DEALERSDEALER AT THEPUBLICOFFERINGPRICELESSLES

CONCESSIONNOT TO EXCEEDTHEAMOUNTSAMOUNT LISTEDIN THETABLEBELOW THE UNDERWRITERSUNDERWRITERMAY ALLOWAND DEALERSDEALER MAY REALLOW
CONCESSIONNOT TO EXCEEDTHE AMOUNTSAMOUNT LISTEDIN THETABLEBELOWON SALESSALE TO OTHERDEALERSDEALER AFTERTHE INITIAL OFFERINGOF THE

NOTESNOTE TO THEPUBLICTHEREPRESENTATIVESREPRESENTATIVEMAY CHANGETHEPUBLICOFFERINGPRICEAND CONCESSIONSCONCESSION
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445 SENIOR 490 SENIOR 5625 SENIOR

DUE UH NOTESNOTE DUE UH NOTESNOTE DUE

SELLINGCONCESSION 0350 0400 0500

DEALERREALLOWANCE 0250 0250 0250

THE FOLLOWINGTABLESHOWSSHOW THEUNDERWRITINGDISCOUNTSDISCOUNT AND COMMISSIONSCOMMISSION THATWE ARE TO PAY TO THEUNDERWRITERSUNDERWRITER

IN CONNECTIONWITH THISTHI OFFERINGEXPRESSEDAS PERCENTAGEOFTHEPRINCIPALAMOUNT OFTHENOTESNOTE

PAID BY
EXELON

PER445 SENIORNOTE DUE 2010 600

PER 490 SENIORNOTE DUE 2015 0650

PER 5625 SENIORNOTE DUE 2035 0875

IN CONNECTIONWITH THEOFFERINGTHEREPRESENTATIVESREPRESENTATIVEMAY PURCHASEAND SELLNOTESNOTE IN THE OPEN MARKET THESE

TRANSACTIONSTRANSACTIONMAY INCLUDEOVERALLOTMENTSYNDICATECOVERINGTRANSACTIONSTRANSACTIONAND STABILIZINGTRANSACTIONSTRANSACTION OVERALLOTMENT

INVOLVESINVOLVE SYNDICATESALESSALE OF NOTESNOTE IN EXCESSEXCES OFTHEPRINCIPALAMOUNT OFNOTESNOTE TO BE PURCHASEDBYTHEUNDERWRITERSUNDERWRITERIN THE

OFFERINGWHICH CREATESCREATE SYNDICATESHORTPOSITIONSYNDICATECOVERINGTRANSACTIONSTRANSACTIONINVOLVEPURCHASESPURCHASEOFTHENOTESNOTE IN THE

OPEN MARKETAFTERTHEDISTRIBUTIONHASBEEN COMPLETEDIN ORDERTO COVER SYNDICATESHORTPOSITIONSPOSITIONSTABILIZING
TRANSACTIONSTRANSACTIONCONSISTOF CERTAINBIDSBID OR PURCHASESPURCHASEOFNOTESNOTE MADE FORTHEPURPOSEOFPREVENTINGOR RETARDINGDECLINEIN THE

MARKETPRICEOFTHENOTESNOTE WHILETHEOFFERINGIS IN PROGRESSPROGRES

THE UNDERWRITERSUNDERWRITERALSOMAY IMPOSEPENALTYBID PENALTYBIDSBID PERMITTHE UNDERWRITERSUNDERWRITERTO RECLAIM SELLING
CONCESSIONFROM SYNDICATEMEMBER WHEN THEREPRESENTATIVESREPRESENTATIVEIN COVERINGSYNDICATESHORTPOSITIONSPOSITIONOR MAKING
STABILIZINGPURCHASESPURCHASEREPURCHASENOTESNOTE ORIGINALLYSOLDBYTHATSYNDICATEMEMBER

ANY OFTHESEACTIVITIESACTIVITIE MAY HAVETHE EFFECTOFPREVENTINGOR RETARDINGDECLINEIN THEMARKETPRICEOFTHENOTESNOTE

THEYMAY ALSOCAUSE THEPRICEOFTHENOTESNOTE TO BE HIGHERTHANTHEPRICETHATOTHERWISEWOULDEXISTIN THEOPEN MARKETIN

THEABSENCEOFTHESETRANSACTIONSTRANSACTIONTHE UNDERWRITERSUNDERWRITERMAY CONDUCTTHESETRANSACTIONSTRANSACTIONIN THE OVERTHECOUNTERMARKETOR

OTHERWISEIF THEUNDERWRITERSUNDERWRITERCOMMENCE ANY OFTHESETRANSACTIONSTRANSACTIONTHEYMAY DISCONTINUETHEM AT ANY TIME

WE ESTIMATETHATOUR TOTALEXPENSESEXPENSE FORTHISTHI OFFERINGEXCLUDINGUNDERWRITINGCOMMISSIONSCOMMISSION AND DISCOUNTSDISCOUNTWILL

BE 850000

THE UNDERWRITERSUNDERWRITERHAVEPERFORMEDINVESTMENTBANKINGAND ADVISORYSERVICESSERVICE FORUS AND OUR AFFILIATESAFFILIATE FROM TIME

TO TIME FORWHICH THEYHAVE RECEIVEDCUSTOMARYFEESFEE AND EXPENSESEXPENSE THE UNDERWRITERSUNDERWRITERMAY FROM TIME TO TIME ENGAGEIN

TRANSACTIONSTRANSACTIONWITH AND PERFORMSERVICESSERVICE FORUS AND OUR AFFILIATESAFFILIATE IN THEORDINARYCOURSE OFTHEIRBUSINESSBUSINES AFFILIATESAFFILIATE OF

CITIGROUPGLOBAL MARKETSMARKET INC SERVE AS THEADMINISTRATIVEAGENTAND LEADARRANGER AND SOLEBOOK RUNNER UNDEROUR 20
BILLIONTERM LOANAGREEMENT IN ADDITIONAFFILIATESAFFILIATE OFCITIGROUPGLOBALMARKETSMARKET INC MERRILLLYNCHPIERCEFENNER
SMITH INCORPORATEDBANC OFAMERICA SECURITIESSECURITIE LLC BARCLAYSBARCLAYCAPITALINC CREDITSUISSE FIRSTBOSTON LLC DEUTSCHE

BANK SECURITIESSECURITIE INC ABN AMRO INCORPORATEDBNP PARIBASPARIBA SECURITIESSECURITIE CORPBNY CAPITALMARKETSMARKET INC KEYBANC
CAPITALMARKETSMARKET SCOTIACAPITALUSA INC WACHOVIA CAPITALMARKETSMARKET LLC AND WELLSWELL FARGOSECURITIESSECURITIELLC ARE

AMONG THE LENDERSLENDER THEREUNDERWE WILLUSE THEPROCEEDSPROCEEDFROMTHISTHI OFFERINGTO REPAY APPROXIMATELY15 BILLION IN

REMAININGPRINCIPALOUTSTANDINGUNDERTHISTHI TERM LOAN SEE USE OFPROCEEDSPROCEED ABOVE

WE HAVEAGREEDTO INDEMNIFYTHEUNDERWRITERSUNDERWRITERAGAINSTCERTAINLIABILITIESLIABILITIE INCLUDINGLIABILITIESLIABILITIE UNDERTHE

SECURITIESSECURITIE ACT OF 1933 OR TO CONTRIBUTETO PAYMENTSPAYMENTTHEUNDERWRITERSUNDERWRITERMAY BE REQUIREDTOMAKE BECAUSE OFANY OFTHOSE

LIABILITIESLIABILITIE
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LEGAL MATTERSMATTER

BALLARDSPAHRANDREWSANDREW INGERSOLLLLP PHILADELPHIAPENNSYLVANIAWILLPROVIDEAN OPINIONAS TOLEGAL
MATTERSMATTER IN CONNECTIONWITH THENOTESNOTE WINSTON STRAWNLLP CHICAGOILLINOISILLINOI WILLPASSPAS ON CERTAINLEGALMATTERSMATTER FOR

THEUNDERWRITERSUNDERWRITER WINSTON STRAWNLLP PROVIDESPROVIDELEGALSERVICESSERVICE TO EXELON AND CERTAINOFITS SUBSIDIARIESSUBSIDIARIE FROMTIME TO

TIME

EXPERTSEXPERT

THE CONSOLIDATEDFINANCIALSTATEMENTSSTATEMENT OFEXELON CORPORATIONANDMANAGEMENTSMANAGEMENTASSESSMENT OFTHE

EFFECTIVENESSEFFECTIVENESOF INTERNALCONTROLOVER FINANCIALREPORTINGWHICHIS INCLUDEDIN MANAGEMENTSMANAGEMENTREPORTON INTERNALCONTROL

OVER FINANCIAL REPORTINGINCORPORATEDIN THISTHI PROSPECTUSPROSPECTUSUPPLEMENTBYREFERENCETO THEEXELON CORPORATIONCURRENT

REPORTON FORM 8K FILEDBYEXELON CORPORATIONON MAY 13 2005 HAVEBEEN SO INCORPORATEDIN RELIANCEON THEREPORT
OFPRICEWATERHOUSECOOPERSPRICEWATERHOUSECOOPERLLP AN INDEPENDENTREGISTEREDPUBLICACCOUNTINGFIRM GIVENON THEAUTHORITYOFSAID FIRM

AS EXPERTSEXPERTIN AUDITINGAND ACCOUNTING
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2000000000

EXELON CORPORATION

DEBT SECURITIESSECURITIE

COMMON STOCK

STOCKPURCHASECONTRACTSCONTRACT

STOCKPURCHASEUNITSUNIT

PREFERREDSTOCK

SUBORDINATEDDEBT SECURITIESSECURITIE

GUARANTEEOFTRUSTPREFERREDSECURITIESSECURITIE

EXELON CAPITAL TRUST

EXELON CAPITAL TRUST II

EXELON CAPITAL TRUST III

TRUST PREFERREDSECURITIESSECURITIE

GUARANTEEDBYEXELON CORPORATIONAS DESCRIBEDIN THISTHI PROSPECTUSPROSPECTU

EXELONCORPORATIONMAY USE THISTHI PROSPECTUSPROSPECTUTO OFFERANDSELLFROMTIME TO TIME

UNSECUREDSENIORDEBTSECURITIESSECURITIE

COMMON STOCK
STOCKPURCHASECONTRACTSCONTRACT
STOCKPURCHASEUNITSUNIT

PREFERREDSTOCKIN ONE OR MORE SERIESSERIE

SUBORDINATEDDEBTSECURITIESSECURITIETO BE PURCHASEDBYEXELONCAPITALTRUST EXELON CAPITALTRUST

ANDOREXELON CAPITALTRUST

GUARANTEESGUARANTEEOF TRUSTPREFERREDSECURITIESSECURITIESOLDBYEXELONCAPITALTRUST EXELON CAPITALTRUST

AND EXELONCAPITALTRUST

EXELON CAPITALTRUST EXELONCAPITALTRUST AND EXELONCAPITALTRUST MAY USE THISTHI PROSPECTUSPROSPECTUTO OFFERAND SELL

FROMTIME TO TIME TRUSTPREFERREDSECURITIESSECURITIETHATWILLBE GUARANTEEDBYEXELON CORPORATION

WE WILLPROVIDETHESPECIFICTERMSTERM OFTHESESECURITIESSECURITIE IN SUPPLEMENTSSUPPLEMENTTO THISTHI PROSPECTUSPROSPECTUPREPAREDIN CONNECTIONWITH

EACHOFFERINGTHE SECURITIESSECURITIE OFFEREDWILLCONTAINOTHERSIGNIFICANTTERMSTERM AND CONDITIONSCONDITION PLEASEREADTHISTHI PROSPECTUSPROSPECTUAND THE

APPLICABLEPROSPECTUSPROSPECTUSUPPLEMENTCAREFULLYBEFOREYOU INVEST THISTHI PROSPECTUSPROSPECTUMAY NOT BE USEDTO CONSUMMATE SALESSALE OFTHE

OFFEREDSECURITIESSECURITIEUNLESSUNLES ACCOMPANIEDBY PROSPECTUSPROSPECTUSUPPLEMENT

OUR COMMON SHARESSHARE ARE LISTEDON THENEW YORK CHICAGOAND PHILADELPHIASTOCKEXCHANGESEXCHANGE UNDERTHESYMBOL
EXC

PLEASESEE RISK FACTORSFACTOR BEGINNINGON PAGE FOR DISCUSSIONOFFACTORSFACTOR YOU SHOULD CONSIDERIN CONNECTION

WITH PURCHASEOFTHE SECURITIESSECURITIE OFFEREDIN THISTHI PROSPECTUSPROSPECTU

NEITHERTHE SECURITIESSECURITIE AND EXCHANGECOMMISSION NOR ANY STATESECURITIESSECURITIECOMMISSION HASAPPROVEDOR DISAPPROVEDOF

THE SECURITIESSECURITIE OR DETERMINEDIF THISTHI PROSPECTUSPROSPECTUIS TRUTHFULOR COMPLETEANYREPRESENTATIONTOTHECONTRARYIS CRIMINAL OFFENSE

THE DATE OFTHISTHI PROSPECTUSPROSPECTUIS FEBRUARY10 2004
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ABOUT THISTHI PROSPECTUSPROSPECTU

THISTHI PROSPECTUSPROSPECTUIS PARTOF REGISTRATIONSTATEMENT THATWE FILEDWITHTHESECURITIESSECURITIE ANDEXCHANGE
COMMISSION SEC USING SHELF REGISTRATIONPROCESSPROCES UNDERTHISTHI SHELFREGISTRATIONPROCESSPROCES WE MAY

FROM TIME TO TIME SELLTHE SECURITIESSECURITIEDESCRIBEDIN THISTHI PROSPECTUSPROSPECTUOR COMBINATIONSCOMBINATION THEREOFIN ONE OR MORE

OFFERINGSOFFERINGWITH MAXIMUM AGGREGATEINITIALOFFERINGPRICEOFUP TO 2000000000 WHICH INCLUDESINCLUDE

1000000000 OF DEBT SECURITIESSECURITIETHATWERE REGISTEREDON PRIORREGISTRATIONSTATEMENT THISTHI PROSPECTUSPROSPECTU
PROVIDESPROVIDEGENERALDESCRIPTIONOFTHESECURITIESSECURITIE WE MAY OFFEREACH TIME WE SELLSECURITIESSECURITIEWE WILL

PROVIDEPROSPECTUSPROSPECTUSUPPLEMENTTHATWILLCONTAINSPECIFICINFORMATIONABOUTTHETERMSTERM OFTHATOFFERING
THE PROSPECTUSPROSPECTUSUPPLEMENTMAY ALSOADDUPDATEOR CHANGEINFORMATIONCONTAINEDIN THISTHI PROSPECTUSPROSPECTU
YOU SHOULDREADBOTHTHISTHI PROSPECTUSPROSPECTUAND ANY PROSPECTUSPROSPECTUSUPPLEMENTTOGETHERWITH ADDITIONAL INFORMATION

DESCRIBEDUNDER WHERE YOU CAN FIND MORE INFORMATION

UNLESSUNLES OTHERWISEINDICATEDALLREFERENCESREFERENCEIN THISTHI PROSPECTUSPROSPECTUOR PROSPECTUSPROSPECTUSUPPLEMENTTO

EXELON CORPORATIONEXELON WE OUR US OR SIMILARTERMSTERM MEAN EXELONCORPORATIONANDALL

REFERENCESREFERENCETO THE TRUSTSTRUST MEAN EXELONCAPITALTRUST EXELONCAPITALTRUST II ANDEXELONCAPITALTRUST

WE ARE NOT OFFERINGTHESECURITIESSECURITIEIN ANY STATE WHERE THEOFFERIS NOT PERMITTED

YOU SHOULDNOT ASSUME THATTHE INFORMATIONIN THISTHI PROSPECTUSPROSPECTUIS ACCURATE AS OFANY DATE OTHER

THAN THE DATE ON THEFRONTCOVER OF THISTHI DOCUMENT

YOU SHOULD RELYONLYON INFORMATION CONTAINED IN THISTHI PROSPECTUSPROSPECTUOR THE DOCUMENTSDOCUMENT TO WHICH

WE HAVE REFERRED YOU WE HAVE NOT AUTHORIZEDANYONE TO PROVIDEYOU WITH INFORMATION THAT IS

DIFFERENT THISTHI PROSPECTUSPROSPECTUAND RELATED PROSPECTUSPROSPECTUSUPPLEMENTMAY BE USED ONLYWHERE IT IS LEGALTO

SELLTHESE SECURITIESSECURITIE THE INFORMATION IN THISTHI PROSPECTUSPROSPECTUAND ANY PROSPECTUSPROSPECTUSUPPLEMENTMAY ONLY
BE ACCURATE ON THE DATE OF THISTHI DOCUMENT OUR BUSINESSBUSINES FINANCIAL CONDITIONRESULTSRESULT OF OPERATIONSOPERATION
AND PROSPECTSPROSPECTMAY HAVE CHANGEDSINCE THAT DATE

PLEASE SEE RISK FACTORSFACTOR BEGINNINGON PAGE FOR DISCUSSIONOF FACTORSFACTOR YOU SHOULD

CONSIDER IN CONNECTION WITH PURCHASEOF THE SECURITIESSECURITIE OFFEREDIN THISTHI PROSPECTUSPROSPECTU



WHERE YOU CAN FIND MORE INFORMATION

WE ARE REPORTINGCOMPANYAND FILEANNUALQUARTERLYAND CURRENT REPORTSREPORTPROXY STATEMENTSSTATEMENT AND

OTHERINFORMATIONWITH THE SEC THE PUBLICMAY READ AND COPY ANY REPORTSREPORTOR OTHERINFORMATIONTHATWE

FILEWITH THESEC AT THESECSSEC PUBLICREFERENCEROOM ROOM 1024 AT JUDICIARYPLAZA450 FIFTHSTREETNW

WASHINGTONDC 20549 THE PUBLICMAY OBTAININFORMATION ON THEOPERATIONOFTHEPUBLICREFERENCEROOM

BYCALLINGTHESEC AT 800SEC0330 THESEDOCUMENTSDOCUMENTARE ALSOAVAILABLETO THEPUBLICFROMCOMMERCIAL

DOCUMENTRETRIEVALSERVICESSERVICE AND AT THE WEB SITEMAINTAINED BYTHESEC AT HTTPWWWSECGOVREPORTSREPORT
PROXY STATEMENTSSTATEMENT AND OTHERINFORMATIONCONCERNINGUS MAY ALSOBE INSPECTEDAT THEOFFICESOFFICE OF THENEW

YORK STOCKEXCHANGEWHICH IS LOCATEDAT 20 BROADSTREETNEW YORK NEW YORK 10005 YOU MAY ALSO

OBTAIN COPY OF THEREGISTRATIONSTATEMENT AT NO COST BYWRITINGUS AT THEFOLLOWINGADDRESSADDRES

EXELONCORPORATION
ATTN INVESTOR RELATIONSRELATION

10 SOUTHDEARBORNSTREET FLOOR

PO BOX 805379

CHICAGOIL 606805379

THISTHI PROSPECTUSPROSPECTUIS ONE PARTOF REGISTRATIONSTATEMENT FILEDON FORM S3 WITH THE SEC UNDERTHE

SECURITIESSECURITIE ACT OF 1933 AS AMENDEDKNOWN AS THESECURITIESSECURITIE ACT THISTHI PROSPECTUSPROSPECTUDOESDOE NOT CONTAINALLOF

THE INFORMATION SET FORTHIN THEREGISTRATIONSTATEMENTAND THE EXHIBITSEXHIBIT AND SCHEDULESSCHEDULETO THEREGISTRATION
STATEMENT FOR FURTHERINFORMATIONCONCERNINGUS AND THE SECURITIESSECURITIEYOU SHOULDREADTHE ENTIRE

REGISTRATIONSTATEMENTINCLUDINGTHISTHI PROSPECTUSPROSPECTUANDANY RELATEDPROSPECTUSPROSPECTUSUPPLEMENTSSUPPLEMENTANDTHE
ADDITIONALINFORMATIONDESCRIBEDUNDERTHESUBHEADINGDOCUMENTSDOCUMENT INCORPORATEDBY REFERENCEBELOW

THE REGISTRATIONSTATEMENTHAS BEEN FILEDELECTRONICALLYAND MAY BE OBTAINEDIN ANY MANNER LISTEDABOVE

ANY STATEMENTSSTATEMENT CONTAINED HEREIN CONCERNINGTHE PROVISIONSPROVISIONOF ANY DOCUMENT ARE NOT NECESSARILYCOMPLETE
AND IN EACH INSTANCEREFERENCEIS MADE TO THE COPYOF SUCH DOCUMENTFILEDAS AN EXHIBITTO THE

REGISTRATIONSTATEMENT OR OTHERWISEFILED WITH THESEC EACH SUCH STATEMENT IS QUALIFIEDIN ITSENTIRETYBY
SUCHREFERENCE

INFORMATIONABOUT US IS ALSO AVAILABLEON OUR WEB SITE AT HTTPWWWEXELONCORPCOMTHISTHI URL

AND THE SECSSEC URL ABOVE ARE INTENDEDTO BE INACTIVETEXTUALREFERENCESREFERENCE ONLYSUCHINFORMATIONON OUR OR

THE SECSSEC WEB SITEIS NOT PARTOF THISTHI PROSPECTUSPROSPECTU

DOCUMENTSDOCUMENT INCORPORATED BY REFERENCE

THE SEC ALLOWSALLOW US TO INCORPORATEBYREFERENCEINFORMATIONTHATWE FILE WITHTHEM WHICH

MEANSMEAN THATWE CAN DISCLOSEIMPORTANTINFORMATIONTO YOU BYREFERRINGYOU TO THOSEOTHERDOCUMENTSDOCUMENT THE

INFORMATIONINCORPORATEDBYREFERENCEIS AN IMPORTANTPARTOFTHISTHI PROSPECTUSPROSPECTUAND INFORMATIONTHATWE FILE

LATERWITH THE SEC WILL AUTOMATICALLYUPDATEAND SUPERSEDETHISTHI INFORMATION THISTHI INCORPORATIONBY
REFERENCEDOESDOE NOT INCLUDE DOCUMENTSDOCUMENT THATARE FURNISHEDBUT NOT FILEDWITH THE SEC WE INCORPORATEBY
REFERENCETHE DOCUMENTSDOCUMENT LISTED BELOWAND ANY FUTUREDOCUMENTSDOCUMENT THATWE FILE WITH THE SEC UNDER SECTION

13A 13C 14 OR 15D OFTHEEXCHANGEACT BUTPRIORTO THE TERMINATIONOF ANY OFFERINGOFSECURITIESSECURITIE

MADE BYTHISTHI PROSPECTUSPROSPECTU

OUR ANNUAL REPORTON FORM 10K FORTHE YEAR ENDEDDECEMBER31 2002 AS AMENDEDBY
THEFORM 10KIA FILED ON DECEMBER 15 2003

OUR QUARTERLYREPORTSREPORTON FORM 10Q FORTHE FISCALQUARTERSQUARTERENDED MARCH 31 2003 JUNE

30 2003 AND SEPTEMBER30 2003 IN EACH CASE AS AMENDED BYTHE FORM L0QA FILED ON

DECEMBER 15 2003



OUR CURRENTREPORTSREPORTON FORM 8K FILEDJANUARY15 2003 JANUARY30 2003 FEBRUARY21
2003 MARCH 2003 MARCH 2003 MARCH31 2003 MAY 2003 MAY 2003 MAY
30 2003 JUNE 2003 JUNE 13 2003 JUNE 17 2003 JUNE 18 2003 JUNE 18 2003 JUNE

26 2003 JULY11 2003 JULY29 2003 JULY30 2003 AUGUST 2003 AUGUST13 2003

SEPTEMBER2003 SEPTEMBER12 2003 SEPTEMBER25 2003 SEPTEMBER29 2003
OCTOBER 12003 OCTOBER 2003 OCTOBER 31 2003 NOVEMBER 32003 NOVEMBER 10
2003 NOVEMBER 24 2003 DECEMBER 2003 DECEMBER 18 2003 DECEMBER22 2003
JANUARY28 2004 AND FEBRUARY10 2004 AND

THEDESCRIPTIONOFOUR CONUNON STOCKCONTAINEDIN THEREGISTRATIONSTATEMENT ON FORM 8A

FILEDUNDERTHESECURITIESSECURITIE EXCHANGEACT OF 1934 AS AMENDEDINCLUDINGANY AMENDMENT

THERETOOR REPORTFILED FORTHE PURPOSEOFUPDATINGSUCHDESCRIPTION

UPONWRITTENOR ORALREQUESTWE WILL PROVIDEWITHOUTCHARGETO EACH PERSON INCLUDINGANY

BENEFICIALOWNER TO WHOM THISTHI PROSPECTUSPROSPECTUIS DELIVEREDCOPY OFANY OR ALLOFSUCHDOCUMENTSDOCUMENT WHICH ARE

INCORPORATEDHEREINBYREFERENCEOTHERTHAN EXHIBITSEXHIBIT TO SUCH DOCUMENTSDOCUMENT UNLESSUNLES SUCHEXHIBITSEXHIBIT ARE

SPECIFICALLYINCORPORATEDBYREFERENCEINTOTHE DOCUMENTSDOCUMENT THATTHISTHI PROSPECTUSPROSPECTUINCORPORATESINCORPORATEWRITTENOR

ORALREQUESTSREQUESTFORCOPIESCOPIESHOULD BE DIRECTEDTO EXELON CORPORATIONATTN INVESTOR RELATIONSRELATION 10 SOUTH

DEARBORN STREET FLOORPO BOX 805379 CHICAGO 6068053 79

ANY STATEMENTCONTAINED IN THISTHI PROSPECTUSPROSPECTU OR IN DOCUMENTALLOR PORTIONOFWHICH IS

INCORPORATEDBYREFERENCESHALLBE MODIFIED OR SUPERSEDEDFORPURPOSESPURPOSE OFTHISTHI PROSPECTUSPROSPECTUTO THE EXTENT

THAT STATEMENT CONTAINEDIN THISTHI PROSPECTUSPROSPECTUANY SUPPLEMENTOR ANY DOCUMENT INCORPORATEDBYREFERENCE

MODIFIESMODIFIE OR SUPERSEDESSUPERSEDESUCHSTATEMENT ANYSUCH STATEMENT SO MODIFIED OR SUPERSEDEDSHALLNOTEXCEPT
AS SO MODIFIED OR SUPERSEDEDCONSTITUTEPARTOF THISTHI PROSPECTUSPROSPECTU

ALL REPORTSREPORTAND OTHERDOCUMENTSDOCUMENT SUBSEQUENTLYFILEDBYUS PURSUANTTO SECTIONSSECTION 13A 13C 14

AND 15D OF THE EXCHANGEACT PRIORTO THEFILINGOF POSTEFFECTIVEAMENDMENTWHICH INDICATESINDICATE THATALL

OF CLASSCLAS OF SECURITIESSECURITIE OFFEREDHEREBYHAVE BEEN SOLD OR WHICH DEREGISTERSDEREGISTERALLOF CLASSCLAS OFSECURITIESSECURITIE THEN

REMAININGUNSOLDSHALLBE DEEMED INCORPORATEDBYREFERENCEHEREINANDTO BE PARTHEREOFFROMTHE DATE

OFFILINGOF SUCH DOCUMENTSDOCUMENT

WE HAVE NOT INCLUDEDOR INCORPORATEDBYREFERENCEANY SEPARATEFINANCIALSTATEMENTSSTATEMENT OFTHE TRUSTSTRUST

WE DO NOT CONSIDERTHEFINANCIAL STATEMENTSSTATEMENT OFTHE TRUSTSTRUST TO BE MATERIALTO HOLDERSHOLDER OF THE TRUSTPREFERRED
SECURITIESSECURITIE BECAUSEEACHTRUST IS NEWLYFORMEDSPECIALPURPOSE ENTITYTHATHAS NO OPERATINGHISTORYOR

INDEPENDENTOPERATIONSOPERATIONAND IS NOT ENGAGEDIN AND DOESDOE NOT PROPOSE TO ENGAGEIN ANY ACTIVITYOTHERTHAN

HOLDINGOUR SUBORDINATEDDEBT SECURITIESSECURITIE AND ISSUINGTHE TRUSTPREFERREDSECURITIESSECURITIE WE DO NOT EXPECTTHE

TRUSTSTRUST TO FILEPERIODICREPORTSREPORTUNDERSECTIONSSECTION 13 AND 15D OFTHEEXCHANGEACT



RISK FACTORSFACTOR

OUR BUSINESSBUSINES IS AFFECTEDBYTHEVARIOUSVARIOU FACTORSFACTORDISCUSSED IN MANAGEMENTSMANAGEMENTDISCUSSIONAND

ANALYSISANALYSIOFFINANCIALCONDITIONAND RESULTSRESULT OFOPERATIONSOPERATIONINCORPORATEDINTO THISTHI PROSPECTUSPROSPECTUBYREFERENCE

TO OUR ANNUAL REPORTON FORM 10K IN ADDITIONTHE VARIOUSVARIOU OTHERFACTORSFACTOR DESCRIBEDIN THISTHI SECTIONCOULD

AFFECTOUR BUSINESSBUSINES RESULTSRESULT OFOPERATIONSOPERATIONOR THE PRICEOFOUR SECURITIESSECURITIE WE BELIEVETHERISKSRISK AND

UNCERTAINTIESUNCERTAINTIEDESCRIBEDBELOWAND IN OUR ANNUAL REPORTON FORM 10K ARE THEMATERIALRISKSRISK AND

UNCERTAINTIESUNCERTAINTIEKNOWNOR CURRENTLYANTICIPATEDBYUS THATEFFECTOUR BUSINESSBUSINES ADDITIONALRISKSRISK RELATINGTO

ANY OFFEREDSECURITIESSECURITIEWILL BE INCLUDEDIN THEPROSPECTUSPROSPECTUSUPPLEMENTFORTHOSESECURITIESSECURITIE

OUR HOLDINGCOMPANY STRUCTURE COULD LIMIT OUR ABILITYTO PAY DEBT SERVICEOR

DIVIDENDSDIVIDEND

WE ARE HOLDINGCOMPANY WITH NO MATERIALASSETSASSET OTHERTHANTHE STOCKOFOUR SUBSIDIARIESSUBSIDIARIE

ACCORDINGLYALLOFOUR OPERATIONSOPERATIONARE CONDUCTEDBYOUR SUBSIDIARIESSUBSIDIARIE OURABILITYTO PAY PRINCIPALAND

INTERESTON OUR DEBTAND DIVIDENDSDIVIDEND ON OUR COMMON AND PREFERREDSTOCKDEPENDSDEPENDON THE PAYMENTTO US OF

DIVIDENDSDIVIDEND BYOUR OPERATINGSUBSIDIARIESSUBSIDIARIENAMELYCOMMONWEALTHEDISON COMPANYCORNED PECO

ENERGYCOMPANYPECO AND EXELON GENERATIONCOMPANYLLC GENERATIONTHESE SUBSIDIARIESSUBSIDIARIE

PAYMENTSPAYMENTOFDIVIDENDSDIVIDEND TO US IN TURN DEPENDON THEIRRESULTSRESULTOFOPERATIONSOPERATIONANDCASHFLOWSFLOW PECO AND

CORNED ALSOARE SUBJECTTO REGULATORYRESTRICTIONSRESTRICTIONTHATGENERALLYPERMITTHEPAYMENTOFDIVIDENDSDIVIDEND SOLELY
FROM THE AMOUNT OF RETAINED OR CURRENT EARNINGSEARNINGANDPRECLUDEANY PAYMENTIF THE SUBSIDIARYSSUBSIDIARYEQUITYIS
LESSLES THAN 30 OF ITSCAPITALIZATION

FLUCTUATIONSFLUCTUATION IN OUR OPERATINGRESULTSRESULT MAY AFFECTTHE MARKET PRICESPRICEOF OUR SECURITIESSECURITIE

THE MARKETPRICEOF OUR COMMON STOCKAND OTHERSECURITIESSECURITIEMAY FLUCTUATEBECAUSEOUR OPERATING
RESULTSRESULT MAY VARY VARIATIONSVARIATION IN OUR OPERATINGRESULTSRESULT CAN RESULTFROM MANY FACTORSFACTORINCLUDINGFACTORSFACTOR

BEYONDOUR CONTROLSUCH AS WEATHERAND ECONOMIC CONDITIONSCONDITION OUR RESULTSRESULTOFOPERATIONSOPERATIONMAY ALSOVARY

SIGNIFICANTLYFROM QUARTERTO QUARTERBECAUSE OF THE TIMINGOFCERTAIN EVENTSEVENT AND OTHERFACTORSFACTORINCLUDING
THE OTHERRISKSRISK FACTORSFACTORSET FORTHIN THISTHI PROSPECTUSPROSPECTUTHEREFOREYOU SHOULDNOT RELYON OUR RESULTSRESULT OF

OPERATIONSOPERATIONDURINGANY PARTICULARQUARTERAS AN INDICATIONOFOUR RESULTSRESULT FOR FULLYEAR OR ANY OTHERQUARTER

OUR FINANCIAL PERFORMANCEWILL BE AFFECTEDBYOUR ABILITYTO ACHIEVE THE TARGETED
CASH SAVINGSSAVINGUNDER OUR NEW EXELON WAY BUSINESSBUSINES MODEL

WE HAVE BEGUNTO IMPLEMENTOUR NEW BUSINESSBUSINES MODELREFERREDTO AS THE EXELON WAY WHICH IS

FOCUSEDON IMPROVINGOPERATINGCASH FLOWSFLOW WHILEMEETINGSERVICE AND FINANCIALCOMMITMENTSCOMMITMENT THROUGH
IMPROVEDINTEGRATIONOFOPERATIONSOPERATIONANDCONSOLIDATIONOFSUPPORTFUNCTIONSFUNCTION WE MAY HOWEVERNOT BE ABLE

TO ATTAINTHE IMPROVEMENTSIMPROVEMENTIN OPERATINGCASH FLOWPRESENTLYTARGETEDBYTHE EXELON WAY BUSINESSBUSINES MODEL

WE ANTICIPATEINCURRINGEXPENSESEXPENSE ASSOCIATEDWITHREACHINGTHESEANNUALCASHSAVINGSSAVINGLEVELSLEVEL IN THENEAR

FUTUREOUR INABILITYTO ACHIEVE TARGETEDANNUALCASH SAVINGSSAVINGLEVELSLEVEL IN THE TARGETEDTIMEFRAMESTIMEFRAME COULD

ADVERSELYAFFECTOUR FUTUREFINANCIALPERFORMANCE

THE PRICEOF OUR SECURITIESSECURITIE MAY BE AFFECTEDBYTHE GENERALPERCEPTIONOF THE ENERGY
AND UTILITYSECTORSSECTOR OF THE ECONOMY

EVENTSEVENT SUCH AS THEAUGUST14 2003 BLACKOUTTHOSE INVOLVINGENRON CORPORATIONPOLITICALUNREST

IN OILPRODUCINGCOUNTRIESCOUNTRIE AND THE CALIFORNIA ENERGY CRISISCRISI IN ADDITION TO THE FACTTHATTHE ENERGY INDUSTRY
IS CHANGINGAND SUBJECTTO GREATERRISKCOULD ADVERSELYAFFECTINVESTORSINVESTOR PERCEPTIONOF THE ENERGY AND

UTILITYSECTORSSECTOR AND COULD ADVERSELYAFFECTTHE EQUITYPRICESPRICEOF COMPANIESCOMPANIEIN THOSESECTORSSECTOR WE CANNOT

PREDICTWHAT NEWSNEW OR EVENT WILL AFFECTTHE PUBLICOR HOW ANY NEWSNEW OR EVENT AFFECTSAFFECTTHEMARKETPRICEOF OUR



SECURITIESSECURITIEBUT FLUCTUATIONSFLUCTUATIONDUE TO SUCHNEWSNEW AND EVENTSEVENT COULDBE SEVERE AND ANY NEGATIVEEFFECTSEFFECTCOULDBE

LONGLASTING

OUR BUSINESSESBUSINESSE ARE SUBJECTTO EXTENSIVEREGULATIONTHAT AFFECTSAFFECTOUR OPERATIONSOPERATIONAND

OUR COSTSCOST

OUR BUSINESSESBUSINESSE ARE EXTENSIVELYREGULATEDWE ARE SUBJECTTO REGULATIONBYTHESEC UNDERTHE

PUBLICUTILITYHOLDINGCOMPANYACT PUHCA BYTHE FEDERALENERGYREGULATORYCOMMISSION FERC
AND THE NUCLEAR REGULATORYCOMMISSION NRC UNDERENERGY LEGISLATIONBYFEDERALSTATEANDLOCAL

AUTHORITIESAUTHORITIEUNDERENVIRONMENTALLAWSLAW AND BYSTATEPUBLICUTILITYCOMMISSIONSCOMMISSION UNDERLAWSLAW REGULATINGOUR

DISTRIBUTIONANDTRANSMISSIONBUSINESSESBUSINESSE REGULATIONAFFECTSAFFECTALMOSTEVERY ASPECTOFOUR BUSINESSESBUSINESSEFROM

OUR FUNDAMENTAL BUSINESSBUSINES MANAGEMENTACTIONSACTION TO OUR ABILITYTO

DETERMINETHE TERMSTERM AND RATESRATE OFOUR ENERGYDELIVERYBUSINESSESBUSINESSE SERVICESSERVICE

MAKE ACQUISITIONSACQUISITION

ISSUE EQUITYOR DEBT SECURITIESSECURITIE

ENGAGE IN TRANSACTIONSTRANSACTION AMONG OUR AFFILIATESAFFILIATEAND

PAY DIVIDENDSDIVIDEND

CHANGESCHANGEIN REGULATIONCAN CAUSE DELAYSDELAYIN OR AFFECTBUSINESSBUSINES PLANNINGAND TRANSACTIONSTRANSACTION AND CAN INCREASE

OUR COSTSCOST

AS PARTOFRETAILDEREGULATIONINITIATIVESINITIATIVE IN ILLINOISILLINOI ANDPENNSYLVANIAAND OTHERREGULATORY
PROCEEDINGSPROCEEDINGCORNEDSCORNED AND PECOSPECO RATESRATE ARE CURRENTLYSUBJECTTO LIMITATIONSLIMITATIONINCLUDING

FREEZEON COMEDSCOMED RATESRATE THROUGH2006

LIMITATIONON COMEDSCOMED RETURN ON EQUITYTHROUGH2006

CAP ON PECOSPECO ELECTRICTRANSMISSIONAND DISTRIBUTIONRATESRATE THROUGH2006

CAP ON PECOSPECO OVERALLRATESRATE THROUGH2010 AND

SCHEDULEDRECOVERYOF PECOSPECO ELECTRICSTRANDEDCOSTSCOST THATWILL INCREASE

AMORTIZATIONEXPENSESEXPENSE THROUGH2010

THESE RATE PROVISIONSPROVISIONSUBSTANTIALLYLIMIT THEABILITYOF CORNEDAND PECO TO RECOVER COST INCREASESINCREASE

OR THE COSTSCOST OF NEW INVESTMENTSINVESTMENT AS RESULTCORNEDANDPECO MUST EFFECTIVELYMANAGE THEIRCOSTSCOST TO

MAINTAIN THEIR CURRENT PROFITABILITY

OUR FINANCIAL PERFORMANCEWILL BE AFFECTEDBYTHE AMORTIZATION AND EVENTUAL

TERMINATION OF STRANDED COST RECOVERY FOR CORNED AND FECO

BOTH COMEDSCOMED AND SH CURRENT RETAILELECTRICRATESRATE INCLUDE CHARGESCHARGETO RECOVER STRANDEDCOSTSCOST

THATMIGHTNOT OTHERWISEBE RECOVERABLEIN FULLYCOMPETITIVEMARKET THE AMOUNT OF STRANDEDCOST

RECOVERYBYCOMED VARIESVARIE ANNUALLYDEPENDINGON WHOLESALE MARKET PRICESPRICEAND OTHERFACTORSFACTORWITH

STRANDEDCOST RECOVERYENDINGAT THE END OF2006 STRANDED COST RECOVERYBYPECO CONTINUESCONTINUETHROUGH
2010 ALTHOUGHTHE ANNUAL AMOUNT OF STRANDEDCOST RECOVERY IS SCHEDULEDTO INCREASE DURINGTHATPERIOD


