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parties in mid-January that the Merger Agreement had been restated to accelerate the stock 
repurchase and amend certain cash buyout and shareholder compensation elements of the 
merger. The testimony also provides copies of affiliate contracts that W' 
after PECO Energy's Application was filed with the Commission. 
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SUPPLEMENTAL DIRECT TESTIMONY OF RICHARD G. WHITE 

INTRODUCTION AND QUALIFICATIONS 

Q. Please state your name and business address. 

Richard G. White, PECO Energy Company, 2301 Market Street, Philadelphia, 

PA 19103. 

Have you previously provided testimony in this proceeding? 

Yes, I submitted PECO Statement No. 2, Direct Testimony of Richard G. White, 

as an attachment to PECO Energy's Application in this proceeding. 

What is the purpose of your supplemental direct testimony? 

In my direct testimony, I sponsored several exhibits related to the PECO 

Energy/Unicom merger. After PECO Energy filed its Application, the Merger 

Agreement between the two companies was restated, which necessitates an 

update of the Merger Agreement and associated exhibits. In addition, I present 

a correction to the exhibit that describes the assets to be transferred to the 

GENCO and submit two additional affiliated interest contracts. 

RESTATEMENT OF THE MERGER AGREEMENT 

In your direct testimony, you provided a description of the merger betweer 

PECO Energy and Unicom. Do you have any updates to that description? 
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1 A. Yes. First, in my direct testimony I stated that the parent, umbrella holding 

2 company of the merged companies had not yet been named. Since my 

3 testimony was filed, PECO Energy and Unicom have announced that the parent 

4 holding company will be known as "Exelon." 

5 

6 Second, the companies have restated the Merger Agreement (the "Restated 

7 Merger Agreement") in a manner that (a) accelerates approximately $1.5 billion 

8 of common stock repurchases that will be undertaken by the companies as part 

9 of the merger, (b) amends the consideration Unicom common shareholders will 

10 receive in the merger, and (c) eliminates certain cash buyout and proration 

11 options for the shareholders of the two companies. The original Merger 

12 Agreement was attached to PECO Energy's Application as Exhibit "D". The 

13 Restated Merger Agreement is attached to this Supplemental Testimony as 

14 Exhibit "D Supplemental" (Tab 1). 

15 

16 Q. Have you prepared any revised pro forma financial documents that 

17 describe the merged corporation? 

18 A. Yes. When the companies announced the Restated Merger Agreement, they 

19 prepared a revised consolidated income statement and revised consolidated 

20 balance sheet for the merged companies. Those financial documents were 

21 provided to the SEC and the investment community via a Form 8K filed by the 

22 companies on January 13, 2000. The Form 8K is attached to this Supplemental 

23 Testimony as Exhibit"J/K Supplemental" (Tab 2). Exhibit "J/K Supplemental" 



1 updates and replaces Exhibit "J-1" and Exhibit "K-1" from the original 

2 application. 

3 

UPDATES TO AFFILIATED INTEREST AGREEMENTS 

6 Q. Do you have any updates to your testimony regarding the affiliated interest 

7 agreements for which PECO Energy is seeking Commission approval? 

8 A. Yes. PECO Energy and its Maryland subsidiaries hold two FERC licenses to 

9 operate hydroelectric facilities - the Muddy Run project, which PECO Energy 

10 owns and operates, and the Conowingo project, which the Maryland subsidiaries 

11 own and operate. PECO Energy has determined that it is appropriate to keep 

12 the assets of the licensed hydroelectric projects intact, rather than to separate 

13 out portions of those licensed projects to separate companies. To implement 

14 this, the entire licensed project assets will be transferred to the GENCO. As a 

15 result, some transmission facilities that are covered by the FERC licenses will be 

16 transferred to the GENCO and leased back by PECO Energy. 

17 

18 Since the Conowingo project transmission facilities are already owned by a 

19 corporate affiliate, PECO Energy has in place a FERC-approved leaseback 

20 arrangement for the Conowingo project. PECO Energy has requested that the 

21 FERC expand that leaseback approval to include the Muddy Run transmission 

22 facilities. The Form of Amendment Agreement for the leaseback is attached to 

23 my testimony as Exhibit "P" (Tab 3). To the extent that the Commission 



1 determines that this FERC-regulated transmission leaseback arrangement also 

2 requires state approval as a contract between affiliated interests, PECO Energy 

3 seeks that approval in this proceeding. 

4 

5 In addition, since a small amount of the transmission assets will now be 

6 transferred to the GENCO, rather than remain as assets of PECO Energy, I have 

7 updated data on two exhibits from PECO Energy's Application to show the 

8 transfer of the transmission assets to GENCO: Exhibit "F" (Description of 

9 Generating Assets Transferred) which is updated by Exhibit "F Supplemental" 

10 (Tab 4); and Exhibit "J-2" (Proforma Balance Sheet - Post Merger and 

11 Restructuring), which is updated by Exhibit "J2 Supplemental" (Tab 5). Both of 

12 these Exhibits have been updated to reflect the transfer of approximately $1.2 

13 million of Muddy Run transmission assets to the GENCO. Because PECO 

14 Energy is transferring its investment in the Maryland subsidiaries to the GENCO, 

15 these Exhibits already reflected the Conowingo transmission assets. 

16 

17 Q. Are there any other updates regarding affiliated interest agreements? 

18 A. Yes. PECO Energy anticipates that there may be occasions when it needs to 

19 call on the GENCO to operate Delaware Generating Station to support 

20 distribution system reliability. PECO Energy has prepared a "call contract" to 

21 maintain that right. A copy of the Call Contract is attached to my testimony as 

22 Exhibit "Q" (Tab 6). PECO Energy has submitted this contract to the FERC for 

23 approval of both its terms and pricing. To the extent that the Commission 



1 determines that this FERC-regulated call contract arrangement also requires 

2 state approval as a contract between affiliated interests, PECO Energy seeks 

3 that approval in this proceeding. 

4 

5 Q. Does this complete your supplemental testimony? 

6 A. Yes. 
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EXECUTION COPY 

AMENDED AND RESTATED AGREEMENT 
AND PLAN OF EXCHANGE AND MERGER 

Dated as of September 22, 1999, 

Amended and Restated as of January 7, 2000, 
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PECO ENERGY COMPANY, 

NEWHOLDCO CORPORATION 
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UNICOM CORPORATION 
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"Company B e n e f i t Plans" 
"Company Board" 
"Company By-laws" 
"Company Cash Consideration" 
"Company C e r t i f i c a t e s " 
"Company Chairman" 
"Company Charter" 
"Company Common Stock" 
"Company Competing Transaction" 
"Company Conversion Number" 
"Company Disclosure L e t t e r " 
"Company Dissent Shares" 
"Company Employee Stock Option" 
"Company Employment Arrangements" 
"Company Exchange Ratio" 
"Company M a t e r i a l Adverse E f f e c t " 
"Company Nuclear F a c i l i t i e s " 
"Company Permits" 
"Company Reorganization" 
"Company Required S t a t u t o r y Approvals" 
"Company Rights" 
"Company Rights Agreement" 
"Company SEC Documents" 
"Company Shareholder Approval" 
"Company Shareholders Meeting" 
"Company Stock Plans" 
"Company S u b s i d i a r i e s " 
" C o n f i d e n t i a l i t y Agreement" 
"Consent" 
"Contract" 
"ERISA" 

Section 9 .03 
R e c i t a l s 
S ection 5 .01(b) 
S e c t i o n 4 .19(b) 
S e c t i o n 3 .05 (a) 
Section 1 .03(a) 
Section 3 .05(b) 
Section 2 .02(b) 
Section 1 .02 
S e c t i o n 1 .02 
R e c i t a l s 
S e c t i o n 1 .08 (a) 
S e c t i o n 2 .02(e) 
R e c i t a l s 
S ection 5 .02(b) 
S e c t i o n 3 .10 
Section 3 .04(b) 
Section 3 . 01 
Section 2 .01(b) 
Section 2 .02(b) 
S e c t i o n 6 .16 
Section 3 .01 
R e c i t a l s 
S ection 5 .02(a) 
Section 2 .01(b) 
S e c t i o n 3 .02(a) 
Section 2 .01(b) 
S e c t i o n 6 .04(f) 
S ection 3 .10 
Section 2 .01(b) 
S e c t i o n 3 .01 
Section 3 .19 
Section 3 .13(b) 
Section 5 .01(g) 
Section 3 .05(b) 
Section 3 .03(a) 
S e c t i o n 3 .03(a) 
S e c t i o n 3 .06 
Section 3 .04(c) 
Section 6 .01(d) 
Section 6 .04(f) 
S ection 3 .01 
Section 6 . 02 
Section 3 .05(b) 
S e c t i o n 3 .05(a) 
Section 3 .11(b) 
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" E l e c t i o n Deadline" Section 2 .02(b) 
( i ) "Environmental Claims" S e c t i o n 3 .17 ( f ) ( i ) 

"Environmental Laws" Section 3 .17 ( f ) ( i i ) 
"Environmental Permits" Section 3 .17(f) ( i i i ) 
"Excess Shares" Section 2 .02 (e) ( i i ) 
"Exchange Act" Section 3 .05(b) 
"Exchange Agent" S e c t i o n 2 .02(a) 

( i i ) "Exchange Consideration" S e c t i o n 2 .01(a) ( i i ) 
"Exchange E f f e c t i v e Time" Section 1 . 03(a) 
"Exchange Fund" Se c t i o n 2 .02(a) 
"FERC" Sect i o n 3 .05(b) 
" F i l e d Company SEC Documents" Section 3 .08 
" F i l e d Parent SEC Documents" Se c t i o n 4 .08 
" F i n a l Order" S e c t i o n 7 .01(c) 
" F i r s t Step Exchange" R e c i t a l s 
"•Form S-4" Section 3 .07 
"Form of E l e c t i o n " S e c t i o n 2 .02 (b) 
"GAAP" Section 3 . 06 
"Governmental E n t i t y " S e c t i o n 3 .05(b) 
"Hazardous M a t e r i a l s " S e ction 3 .17(f) ( i v ) 
"HSR Act" Section 3 .05(b) 
"IBCA" Sec t i o n 1 .01(b) 
"ICC" Section 3 .05(b) 
" I l l i n o i s A r t i c l e s of Merger" Section 1 .03(b) 
"Indemnified Party" S e c t i o n 6 .06 (c) 
" I n t e l l e c t u a l Property Rights" Section 3 .24 
"Judgment" Section 3 05(a) 
"Liens" S e c t i o n 3 02 (a) 
"Losses" Section 6 .06 (c) 
" M a t e r i a l Adverse E f f e c t " S e c t i o n 9 03 
"Merger" R e c i t a l s 

.01(b) ( i i ) "Merger Consideration" Section 2 .01(b) ( i i ) 
"Merger E f f e c t i v e Time" Section 1 03 (b) 
"NRC " S e ction 3 05 (b) 
"NYSE" Section 2 02 (e) ( i i ) 
"Newco" R e c i t a l s 
"Newco A r t i c l e s " S e ction 1 05 (a) 
"Newco Board" Section 1 06(b) 
"Newco By-laws" Section 1 05(b) 
"Newco Common Stock" R e c i t a l s 
" O r i g i n a l Merger Agreement" R e c i t a l s 
"Outside Date" Section 8 01(b) 
" PBCL11 Section 1 01 (a) 
"PCBs" Sec t i o n 3 .17(f) ( i v ) 
"PPUC" Section 4 .05(b) 
"PUHCA" Sect i o n 3 02 (a) 
"PURPA" Section 3 02 (a) 
11 Parent" R e c i t a l s 
"Parent A c q u i s i t i o n Agreement" Section 5 03 (b) 
"Parent B e n e f i t Plans" Section 4 10 
"Parent Board" Section 4 04 (b) 
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"parent By-laws" 
"parent C a p i t a l Stock" 
"Parent C e r t i f i c a t e " 
"parent Chairman" 
"Parent Charter" 
"Parent Common Stock" 
"Parent Competing Transaction" 
"Parent D i s c l o s u r e L e t t e r " 
"Parent Employee Stock Option" 
"Parent Employment Arrangements" 
"Parent Exchange Ra t i o " 
"Parent M a t e r i a l Adverse E f f e c t " 
"Parent Nuclear F a c i l i t i e s " 
"parent Permits" 
"Parent P r e f e r r e d Stock" 
"Parent Reorganization" 
"Parent Required S t a t u t o r y Approvals" 
"parent SAR" 
"Parent SEC Documents" 
"Parent Shareholder Approval" 
"Parent Shareholders Meeting" 
"Parent Stock Plans" 
"parent S u b s i d i a r i e s " 
"power Purchase Agreement" 
"Pennsylvania A r t i c l e s of Merger" 
"Pennsylvania Competition Act" 
11 person " 
"Power Act" 
"proxy Statement" 
" Q u a l i f i e d Plans" 
" Q u a l i f y i n g Company Proposal" 
" Q u a l i f y i n g Parent Proposal" 
"Release" 
"Representatives" 
"SEC" 
"Second Step Merger" 
"Sections 11.65 and 11.70" 
" S e c u r i t i e s Act" 
"Share Issuance" 
"Stock Plan 1' 
"Subsidiary" 
" S u r v i v i n g Corporation" 
"Taxes" 
"Tax Return" 
"Transact i o n s " 
" T r a n s i t i o n Period" 
"Transfer Taxes" 
"Voting Company Debt" 
"Voting Parent Debt" 

Section 4 
Section 4 
Sec t i o n 2 
Sec t i o n 6 
Section 4 
R e c i t a l s 
S ection 5 
Sec t i o n 
Section 
S e c t i o n 
Section 
Section 
Section 
Section 
Section 
Section 
Section 
Section 
Section 
Section 
Section 
Section 
Section 
Section 
Section 
Section 
Section 
Section 
Section 
S e c t i o n 
Section 
Section 
Section 
Section 
Section 
R e c i t a l s 
S ection 2 
Section 
Section 
Section 
S e c t i o n 
S e c t i o n 
S e c t i o n 
S e c t i o n 
Section 
Section 
S e c t i o n 
Section 
Section 

. 01 

.03 (a 

. 02 (b 

. 16 

. 01 

. 03 (a 

. 02 (a 

.04 ( f 

.10 

. 01 (a 

.01 

.19 (a 
13 (b 
.03 (a 
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05{b 
.04 ( f 
06 
04 (c 
01 (e 
04 ( f 
01 
. 01 (a 
03 (b 
.13 (b 
03 
02 (a 
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02 (d 
03 (d 
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01 (b 
06 
01 (c 
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03 
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16 
09 
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Iv) 

( i i ) 

( x i i ) 

<v) 
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AMENDED AND RESTATED AGREEMENT AND PLAN 
OF EXCHANGE AND MERGER dated as of 
September 22, 1999, as amended and r e s t a t e d 
as o f January 7, 2000 ( t h i s "Agreement"), 
among PECO ENERGY COMPANY, a Pennsylvania 
c o r p o r a t i o n ("Parent"), NEWHOLDCO 
CORPORATION, a Pennsylvania c o r p o r a t i o n and a 
wh o l l y owned s u b s i d i a r y of Parent ("Newco"), 
and UNICOM CORPORATION, an I l l i n o i s 
c o r p o r a t i o n (the "Company"). 

WHEREAS Parent, Newco and the Company entered i n t o 
an Agreement and Plan o f Exchange and Merger dated as of 
September 22, 1999 (the " O r i g i n a l Merger Agreement"). and 
they now d e s i r e t o amend and r e s t a t e the O r i g i n a l Merger 
Agreement ( i t being understood t h a t a l l references h e r e i n t o 
t h i s "Agreement" r e f e r t o the O r i g i n a l Merger Agreement as 
amended and r e s t a t e d hereby and t h a t a l l references h e r e i n 
t o the "date hereof" o r the "date o f t h i s Agreement" r e f e r 
t o September 22, 1999); 

WHEREAS the r e s p e c t i v e Boards of D i r e c t o r s o f 
Parent, Newco and the Company have approved the consummation 
of the business combination p r o v i d e d f o r i n t h i s Agreement, 
pursuant t o which (a) Parent and Newco w i l l , on the terms 
and subjec t t o the c o n d i t i o n s set f o r t h i n t h i s Agreement, 
e f f e c t a mandatory share exchange (the " F i r s t Step 
Exchange") whereby each o u t s t a n d i n g share o f common stock, 
no par value, of Parent (the "Parent Common Stock") s h a l l be 
acquired by Newco i n exchange f o r common stock, no par 
value, of Newco (the "Newco Common Stock"), as h e r e i n 
provided, (b) immediately t h e r e a f t e r , the Company w i l l , on 
the terms and s u b j e c t t o the c o n d i t i o n s set f o r t h i n t h i s 
Agreement, merge w i t h and i n t o Newco (the "Second Step 
Merger" and, t o g e t h e r w i t h the F i r s t Step Exchange, the 
"Merger"), whereby each share o f common stock, no par value, 
of t h e Company (the "Company Common Stock") w i l l be 
converted i n t o the r i g h t t o re c e i v e Newco Common Stock and 
cash, as h e r e i n p r o v i d e d , (c) the holders o f Parent Common 
Stock and Company Common Stock w i l l t ogether own a l l o f the 
out s t a n d i n g shares o f Newco Common Stock and (d) each share 
of each o t h e r c l a s s of c a p i t a l stock of Parent and the 
Company s h a l l be u n a f f e c t e d and remain o u t s t a n d i n g ; 

WHEREAS f o r Federal income t a x purposes i t i s 
intended t h a t the Merger c o n s t i t u t e s t r a n s a c t i o n s described 
i n Section 351 of the I n t e r n a l Revenue Code of 1986, as 
amended (the "Code"). and the Second Step Merger c o n s t i t u t e s 
a t r a n s a c t i o n described i n Section 368(a) o f the Code; and 
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WHEREAS Parent, Newco and the Company de s i r e t o 
make c e r t a i n r e p r e s e n t a t i o n s , w a r r a n t i e s , covenants and 
agreements i n connection w i t h the Merger and a l s o t o 
pr e s c r i b e v a r i o u s c o n d i t i o n s t o the Merger. 

NOW, THEREFORE, the p a r t i e s hereto, i n t e n d i n g t o 
be l e g a l l y bound hereby, agree as f o l l o w s : 

ARTICLE I 

The Exchange and Merger 

SECTION 1.01. The Exchange and Merger. (a) On 
the terms and subject t o the c o n d i t i o n s set f o r t h i n t h i s 
Agreement, i n accordance w i t h the Business Corporation Law 
of the Commonwealth o f Pennsylvania ("EBCk"), Parent and 
Newco s h a l l e f f e c t the F i r s t Step Exchange a t the Exchange 
E f f e c t i v e Time (as d e f i n e d i n Section 1.03). As a r e s u l t of 
the F i r s t Step Exchange, Parent s h a l l become a w h o l l y owned 
s u b s i d i a r y o f Newco. The e f f e c t s and the consequences of 
the F i r s t Step Exchange and the Second Step Merger s h a l l be 
as s et f o r t h i n Section 1.04. 

(b) On the terms and subject t o the c o n d i t i o n s 
set f o r t h i n t h i s Agreement, i n accordance w i t h the I l l i n o i s 
Business Corporation Act (the "IBCA") and the PBCL, the 
Company s h a l l be merged w i t h and i n t o Newco a t the Merger 
E f f e c t i v e Time (as d e f i n e d i n Section 1.03). At the Merger 
E f f e c t i v e Time, the separate corporate existence of the 
Company s h a l l cease and Newco s h a l l continue as the 
s u r v i v i n g c o r p o r a t i o n (the " S u r v i v i n g C o r p o r a t i o n " ) . 

(c) The F i r s t Step Exchange, the Second Step 
Merger, the issuance by Newco o f Newco Common Stock i n 
connection w i t h the Merger (the "Share Issuance") and the 
other t r a n s a c t i o n s contemplated by t h i s Agreement are 
r e f e r r e d t o i n t h i s Agreement c o l l e c t i v e l y as the 
"Transactions". 

SECTION 1.02. Closing. The c l o s i n g (the 
"Closing") o f the Merger s h a l l take place a t such l o c a t i o n 
as s h a l l be determined by the p a r t i e s a t 10:00 a.m. on the 
second business day f o l l o w i n g t he s a t i s f a c t i o n ( or, t o the 
ex t e n t p e r m i t t e d by A p p l i c a b l e Law (as d e f i n e d i n 
Section 3.05), waiver by a l l p a r t i e s ) o f the c o n d i t i o n s set 
f o r t h i n Section 7.01, or, i f on such day any c o n d i t i o n set 
f o r t h i n Section 7.02 or 7.03 has not been s a t i s f i e d (or, t o 
the e x t e n t p e r m i t t e d by A p p l i c a b l e Law, waived by the p a r t y 
or p a r t i e s e n t i t l e d t o the b e n e f i t s t h e r e o f ) , as soon as 
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p r a c t i c a b l e a f t e r a l l the c o n d i t i o n s set f o r t h i n 
A r t i c l e V I I have been s a t i s f i e d (or, t o the e x t e n t p e r m i t t e d 
by A p p l i c a b l e Law, waived by the p a r t i e s e n t i t l e d t o the 
b e n e f i t s t h e r e o f ) , o r a t such o t h e r place, time and date as 
s h a l l be agreed i n w r i t i n g between Parent and the Company. 
The date on which the Closing occurs i s r e f e r r e d t o i n t h i s 
Agreement as the "Closing Date". 

SECTION 1.03. Merger E f f e c t i v e Time. (a) P r i o r 
t o the Closing, Parent s h a l l prepare, and on the Closing 
Date Parent s h a l l f i l e w i t h the Department o f State of the 
Commonwealth o f Pennsylvania, a r t i c l e s o f exchange o r other 
a p p r o p r i a t e documents ( i n any such case, t he " A r t i c l e s of 
Exchange") executed i n accordance w i t h t he r e l e v a n t 
p r o v i s i o n s of the PBCL and s h a l l make a l l o t h e r f i l i n g s or 
recordings r e q u i r e d under the PBCL t o e f f e c t t h e F i r s t Step 
Exchamge. The F i r s t Step Exchange s h a l l become e f f e c t i v e a t 
such time as the A r t i c l e s of Exchange are d u l y f i l e d w i t h 
such Department of State, o r at such o t h e r time as Newco and 
Parent s h a l l agree and s p e c i f y i n the A r t i c l e s o f Exchange 
(the time the F i r s t Step Exchange becomes e f f e c t i v e being 
the "Exchange E f f e c t i v e Time"). 

(b) P r i o r t o the Closing and a f t e r the Exchange 
E f f e c t i v e Time, Newco and the Company s h a l l prepare, and on 
the Closing Date and a f t e r the Exchange E f f e c t i v e Time Newco 
and the Company s h a l l ( i ) f i l e w i t h t he Department o f State 
of the Commonwealth of Pennsylvania, t he a r t i c l e s o f merger 
o r o t h e r a p p r o p r i a t e documents ( i n any such case, t he 
"Pennsylvania A r t i c l e s of Merger") executed i n accordance 
w i t h the r e l e v a n t p r o v i s i o n s of the PBCL and s h a l l make a l l 
o t h e r f i l i n g s o r recordings r e q u i r e d under t he PBCL t o 
e f f e c t the Second Step Merger and ( i i ) t h e r e a f t e r f i l e w i t h 
the Secretary of State of the State o f I l l i n o i s , a r t i c l e s of 
merger or o t h e r a p p r o p r i a t e documents ( i n any such case, the 
" I l l i n o i s A r t i c l e s of Merger") executed i n accordance w i t h 
the r e l e v a n t p r o v i s i o n s of the IBCA and s h a l l make a l l other 
f i l i n g s o r recordings r e q u i r e d under the IBCA t o e f f e c t the 
Second Step Merger. The Second Step Merger s h a l l become 
e f f e c t i v e a t such time as the I l l i n o i s A r t i c l e s of Merger 
are d u l y f i l e d as provided by A p p l i c a b l e Law and the 
Secretary o f State of the State o f I l l i n o i s has issued a 
c e r t i f i c a t e o f merger i n respect of the Second Step Merger, 
or a t such o t h e r time as Newco and the Company s h a l l agree 
and s p e c i f y as provided by A p p l i c a b l e Law (the time the 
Second Step Merger becomes e f f e c t i v e being t he "Merger 
E f f e c t i v e Time"). 

SECTION 1.04. E f f e c t s . The F i r s t Step Exchange 
s h a l l have the e f f e c t s set f o r t h i n Section 1931 of the 
PBCL. The Second Step Merger s h a l l have the e f f e c t s set 
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f o r t h i n Section 1929 of the PBCL and Section 11.50 of the 
IBCA. 

SECTION 1.05. A r t i c l e s o f I n c o r p o r a t i o n and By­
laws . £a) At the Merger E f f e c t i v e Time, the A r t i c l e s o f 
I n c o r p o r a t i o n of Newco (the "Newco A r t i c l e s " ) s h a l l , u n t i l 
t h e r e a f t e r changed or amended as p r o v i d e d t h e r e i n o r by 
Appl i c a b l e Law and as Parent and the Company s h a l l have 
agreed p r i o r t o the Merger E f f e c t i v e Time, be the A r t i c l e s 
of I n c o r p o r a t i o n o f the S u r v i v i n g Corporation and s h a l l i n 
any case be amended t o provide t h a t the name o f Newco be 
changed t o "Exelon Corporation". 

(b) At the Merger E f f e c t i v e Time, the By-laws of 
Newco (the "Newco By-laws") s h a l l , u n t i l t h e r e a f t e r changed 
or amended as provided t h e r e i n or by A p p l i c a b l e Law and as 
Parent and the Company s h a l l have agreed p r i o r t o the Merger 
E f f e c t i v e Time, be the By-laws o f the S u r v i v i n g Corporation, 
and s h a l l i n any case be amended by i n s e r t i n g the p r o v i s i o n s 
set f o r t h i n E x h i b i t A as A r t i c l e X t h e r e o f . 

SECTION 1.06. Newco Board o f D i r e c t o r s . (a) The 
d i r e c t o r s o f Parent immediately p r i o r t o the Exchange 
E f f e c t i v e Time s h a l l be the d i r e c t o r s of Newco as o f the 
Exchange E f f e c t i v e Time, u n t i l the e a r l i e r of the Merger 
E f f e c t i v e Time or t h e i r r e s i g n a t i o n o r removal or the due 
e l e c t i o n and q u a l i f i c a t i o n o f t h e i r r e s p e c t i v e successors, 
as the case may be. 

(b) I n accordance w i t h the Newco By-laws, as 
amended pursuant t o Section 1.05(b), as of the Merger 
E f f e c t i v e Time, the Board o f D i r e c t o r s o f the S u r v i v i n g 
Corporation (the "Newco Board") s h a l l c o n s i s t o f 16 members, 
e i g h t o f whom s h a l l be s e r v i n g as members o f the Board o f 
D i r e c t o r s o f Parent immediately p r i o r t o the Merger 
E f f e c t i v e Time who are recommended by the Board of D i r e c t o r s 
of Parent immediately p r i o r t o the Merger E f f e c t i v e Time, 
and e i g h t o f whom o f whom s h a l l be members of the Board o f 
D i r e c t o r s o f the Company immediately p r i o r t o the Merger 
E f f e c t i v e Time who are recommended by the Board of D i r e c t o r s 
of the Company immediately p r i o r t o the Merger E f f e c t i v e 
Time. 

SECTION 1.07. Newco Senior O f f i c e r s . As of the 
Merger E f f e c t i v e Time the senior o f f i c e r s o f Newco s h a l l be 
as set f o r t h i n E x h i b i t B and s h a l l h o l d o f f i c e u n t i l t h e i r 
r e s p e c t i v e successors are d u l y e l e c t e d and q u a l i f i e d , o r 
u n t i l t h e i r e a r l i e r death, r e s i g n a t i o n o r removal i n 
accordance w i t h the Newco By-Laws. 
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SECTION 1.08. Operations. (a) Corporate 
O f f i c e s . The S u r v i v i n g Corporation s h a l l m a i n t a i n ( i ) i n 
Chicago, I l l i n o i s o f f i c e s s e r v i n g as i t s corporate 
headquarters, ( i i ) i n southeastern Pennsylvania o f f i c e s 
s e r v i n g as the headquarters o f the gen e r a t i o n and power 
marketing businesses of the S u r v i v i n g Corporation and i t s 
s u b s i d i a r i e s , and ( i i i ) o f f i c e s i n Chicago, I l l i n o i s and 
southeastern Pennsylvania as the headquarters o f 
Commonwealth Edison Company, an I l l i n o i s c o r p o r a t i o n 
("ComEd"), and Parent, r e s p e c t i v e l y . The c h i e f nuclear 
o f f i c e r of the S u r v i v i n g Corporation s h a l l m a i n t a i n o f f i c e s 
i n b o t h Chicago, I l l i n o i s and southeastern Pennsylvania. 

(b) C h a r i t i e s . The p a r t i e s agree t h a t p r o v i s i o n 
of c h a r i t a b l e c o n t r i b u t i o n and community support i n the 
r e s p e c t i v e s e r v i c e areas o f Parent and the Company and t h e i r 
r e s p e c t i v e s u b s i d i a r i e s serves a number of important goals. 
During the two-year p e r i o d immediately f o l l o w i n g the Merger 
E f f e c t i v e Time, the S u r v i v i n g Corporation s h a l l p r o v i d e , 
d i r e c t l y or i n d i r e c t l y , c h a r i t a b l e c o n t r i b u t i o n s and 
t r a d i t i o n a l l o c a l community support w i t h i n t h e r e s p e c t i v e 
s e r v i c e areas of Parent and the Company and each of t h e i r 
s u b s i d i a r i e s t h a t are u t i l i t i e s a t l e v e l s s u b s t a n t i a l l y 
comparable t o and no less than the l e v e l s o f c h a r i t a b l e 
c o n t r i b u t i o n s and community support p r o v i d e d by Parent and 
the Company and such s u b s i d i a r i e s w i t h i n t h e i r s e r v i c e areas 
w i t h i n the two-year p e r i o d immediately p r i o r t o the Merger 
E f f e c t i v e Time. 

ARTICLE I I 

E f f e c t on the C a p i t a l Stock o f the 
Constituent Corporations: Exchange of C e r t i f i c a t e s 

SECTION 2.01. E f f e c t on C a p i t a l Stock. 
(a) g i r s t Step Exchange. At the Exchange E f f e c t i v e Time, 
by v i r t u e of the F i r s t Step Exchange and w i t h o u t any a c t i o n 
on the p a r t of the holder of any shares of Parent Common 
Stock o r Newco Common Stock: 

( i ) Cancelation o f Treasury Stock. Each share of 
Parent Common Stock t h a t i s owned by Parent s h a l l 
a u t o m a t i c a l l y be canceled and r e t i r e d and s h a l l cease 
t o e x i s t , and no Newco Common Stock o r other 
c o n s i d e r a t i o n s h a l l be d e l i v e r e d o r d e l i v e r a b l e i n 
exchange t h e r e f o r . 

( i i ) Exchange o f Parent Common Stock. 
(A) Subject t o Section 2.01(a) ( i ) , each issued share 
of Parent Common Stock s h a l l be exchanged f o r one f u l l y 
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p a i d and nonassessable share of Newco Common Stock (the 
"Parent Exchange R a t i o " ) . 

(B) The shares of Newco Common Stock t o be 
issued by Newco upon the exchange o f shares o f 
Parent Common Stock pursuant t o t h i s 
Section 2 . 0 1 ( a ) ( i i ) are r e f e r r e d t o c o l l e c t i v e l y 
as "Exchange Consideration". As o f the Exchange 
E f f e c t i v e Time, a l l such shares of Parent Common 
Stock s h a l l be exchanged f o r Exchange 
Consideration and such shares o f Parent Common 
Stock s h a l l remain outstanding and s h a l l be owned 
and h e l d by Newco, and each holder o f a 
c e r t i f i c a t e r e p r e s e n t i n g any such shares o f Parent 
Common Stock s h a l l cease t o have any r i g h t s w i t h 
respect t h e r e t o , except the r i g h t t o receive 
Exchange Consideration upon surrender of such 
c e r t i f i c a t e i n accordance w i t h S e c t i o n 2.02, 
wi t h o u t i n t e r e s t . 

( i i i ) Parent P r e f e r r e d Stock. The Parent 
P r e f e r r e d Stock (as d e f i n e d i n Section 4.03(a)) 
o u t s t a n d i n g immediately p r i o r t o the Exchange E f f e c t i v e 
Time s h a l l remain outstanding, w i t h o u t change, a f t e r 
the Exchange E f f e c t i v e Time, and no c o n s i d e r a t i o n s h a l l 
be d e l i v e r e d o r d e l i v e r a b l e i n exchange t h e r e f o r . 

(b) Second Step Merger. At the Merger E f f e c t i v e 
Time, by v i r t u e of the Second Step Merger and w i t h o u t any 
a c t i o n on the p a r t of the holder of any shares o f Company 
Common Stock o r Newco Common Stock: 

( i ) Cancelation of Treasury Stock and Newco-
Owned Stock. Each share of Company Common Stock t h a t 
i s owned by the Company or Newco s h a l l no longer be 
ou t s t a n d i n g and s h a l l a u t o m a t i c a l l y be canceled and 
r e t i r e d and s h a l l cease t o e x i s t , and no Newco Common 
Stock o r ot h e r c o n s i d e r a t i o n s h a l l be d e l i v e r e d o r 
d e l i v e r a b l e i n exchange t h e r e f o r . 

( i i ) Conversion o f Company Common Stock. 
(A) Subject t o Sections 2 . 0 1 ( b ) ( i ) and 2.02(e), each 
issued share of Company Common Stock s h a l l be converted 
i n t o the r i g h t t o receive (1) $3.00 i n cash (the 
"Company Cash Consideration" ) and (2) 0.875 (the 
"Company Conversion NumberM f u l l y p a i d and 
nonassessable shares of Newco Common Stock (the 
"Company Exchange R a t i o " ! . 

(B) The Company Cash Consideration, shares 
of Newco Common Stock t o be issued upon the 
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conversion of shares of Company Common Stock 
pursuant t o t h i s Section 2 . 0 1 ( b ) ( i i ) and cash i n 
l i e u of f r a c t i o n a l shares o f Newco Common Stock t o 
the e x t e n t contemplated by Section 2.02(e) are 
r e f e r r e d t o c o l l e c t i v e l y as "Merger 
Consideration". As of the Merger E f f e c t i v e Time, 
a l l such shares of Company Common Stock s h a l l no 
longer be outstanding and s h a l l a u t o m a t i c a l l y be 
canceled and r e t i r e d and s h a l l cease t o e x i s t , and 
each holder of a c e r t i f i c a t e r e p r e s e n t i n g any such 
shares o f Company Common Stock s h a l l cease t o have 
any r i g h t s w i t h respect t h e r e t o , except the r i g h t 
t o r e c e i v e Merger Consideration upon surrender of 
such c e r t i f i c a t e i n accordance w i t h S ection 2.02, 
wi t h o u t i n t e r e s t . 

( i i i ) Newco Common Stock. The Newco Common Stock 
o u t s t a n d i n g immediately p r i o r t o the Merger E f f e c t i v e 
Time issued as contemplated by Section 2.01(a) ( i i ) 
s h a l l remain outstanding, w i t h o u t change, a f t e r the 
Merger E f f e c t i v e Time, and no Merger Consideration 
s h a l l be d e l i v e r e d o r d e l i v e r a b l e i n exchange t h e r e f o r . 

( i v ) Dissent Rights. Notwithstanding a n y t h i n g i n 
t h i s Agreement t o the c o n t r a r y , shares ("Company 
Dissent Shares") of Company Common Stock t h a t are 
ou t s t a n d i n g immediately p r i o r t o the Merger E f f e c t i v e 
Time and t h a t are h e l d by any person who i s e n t i t l e d t o 
demand and p r o p e r l y demands payment of the f a i r value 
of such Company Dissent Shares pursuant t o , and who 
complies i n a l l respects w i t h , Sections 11.65 arid 11.70 
of t he IBCA ("Sections 11.65 and 11.70") s h a l l be 
converted i n t o the r i g h t t o receive Merger 
Consideration as provided i n Section 2 . 0 1 ( b ) ( i i ) , and 
s h a l l t h e r e a f t e r be subject t o sale and purchase r i g h t s 
i n accordance w i t h Sections 11.65 and 11.70. 

SECTION 2 . 02. Exchange of C e r t i f i c a t e s . 
(a) Exchange Agent. Promptly f o l l o w i n g the Merger 
E f f e c t i v e Time, Newco s h a l l d eposit w i t h such bank or t r u s t 
company as may be designated by Newco and reasonably 
acceptable t o Parent and the Company (the "Exchange Agent"), 
f o r t h e b e n e f i t of the holders o f shares of Parent Common 
Stock and Company Common Stock, f o r exchange i n accordance 
w i t h t h i s A r t i c l e I I , through t he Exchange Agent, cash equal 
t o the t o t a l aggregate Company Cash Consideration and 
c e r t i f i c a t e s r e p r e s e n t i n g the shares of Newco Common Stock 
i s s u a b l e pursuant t o Section 2.01 i n exchange f o r 
o u t s t a n d i n g Company C e r t i f i c a t e s o r Parent C e r t i f i c a t e s . 
Newco s h a l l p rovide t o the Exchange Agent on a t i m e l y b a s i s , 
as and when needed a f t e r the Merger E f f e c t i v e Time, cash 
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equal t o the t o t a l aggregate Company Cash Consideration 
(such shares of Newco Common Stock and cash, to g e t h e r w i t h 
any dividends or d i s t r i b u t i o n s w i t h respect t h e r e t o , being 
h e r e i n a f t e r r e f e r r e d t o as the "Exchange Fund"). For the 
purposes of such d e p o s i t , Newco s h a l l assume t h a t t h e r e w i l l 
not be any f r a c t i o n a l shares of Newco Common Stock. Newco 
s h a l l make a v a i l a b l e t o the Exchange Agent, f o r a d d i t i o n t o 
the Exchange Fund, from time t o time as needed, cash 
s u f f i c i e n t t o pay cash i n l i e u o f f r a c t i o n a l shares t o the 
extent provided i n Section 2.02(e). 

(b) Exchange Procedures. As soon as reasonably 
p r a c t i c a b l e a f t e r the Merger E f f e c t i v e Time, the Exchange 
Agent s h a l l m a i l t o each h o l d e r of recor d o f a c e r t i f i c a t e 
or c e r t i f i c a t e s t h a t immediately p r i o r t o the Exchange 

• E f f e c t i v e Time represented o u t s t a n d i n g shares of Parent 
Common Stock t h a t were converted i n t o the r i g h t t o receive 
Exchange Consideration (the "Parent C e r t i f i c a t e s " ) o r t h a t 
immediately p r i o r t o the Merger E f f e c t i v e Time represented 
outstanding shares o f Company Common Stock t h a t were 
converted i n t o the r i g h t t o r e c e i v e Merger Consideration 
(the "Company C e r t i f i c a t e s " and, t o g e t h e r w i t h the Parent 
C e r t i f i c a t e s , the " C e r t i f i c a t e s " ^ r- i n each case, pursuant t o 
Section 2.01, ( i ) a l e t t e r of t r a n s m i t t a l (which s h a l l 
s p e c i f y t h a t d e l i v e r y s h a l l be e f f e c t e d , and r i s k o f los s 
and t i t l e t o the C e r t i f i c a t e s s h a l l pass, o n l y upon d e l i v e r y 
of the C e r t i f i c a t e s t o the Exchange Agent and s h a l l be i n 
such form and have such o t h e r p r o v i s i o n s as Parent and the 
Company may reasonably s p e c i f y ) and ( i i ) i n s t r u c t i o n s f o r 
use i n e f f e c t i n g t h e surrender o f the C e r t i f i c a t e s i n 
exchange f o r Exchange Consideration o r Merger Consideration, 
as the case may be. Upon surrender o f a Parent C e r t i f i c a t e 
or a Company C e r t i f i c a t e f o r c a n c e l a t i o n t o the Exchange 
Agent, together w i t h such l e t t e r o f t r a n s m i t t a l , d u l y 
executed, and such o t h e r documents as may reasonably be 
r e q u i r e d by the Exchange Agent, the holder of such 
C e r t i f i c a t e s h a l l be e n t i t l e d t o re c e i v e i n exchange 
t h e r e f o r Company Cash Consideration and a c e r t i f i c a t e 
r e p r e s e n t i n g t h a t number of whole shares of Newco Common 
Stock (together w i t h cash i n l i e u o f f r a c t i o n a l shares), i n 
each case, t h a t such h o l d e r has the r i g h t t o receive 
pursuant t o the p r o v i s i o n s o f t h i s A r t i c l e I I , and the 
C e r t i f i c a t e so surrendered s h a l l f o r t h w i t h be canceled. 
U n t i l such time as a c e r t i f i c a t e r e p r e s e n t i n g Newco Common 
Stock i s issued t o or a t the d i r e c t i o n of the holder of a 
surrendered Company C e r t i f i c a t e o r Parent C e r t i f i c a t e , such 
Newco Common Stock s h a l l be deemed not outstanding and s h a l l 
not be e n t i t l e d t o vote on any matter. i n the event o f a 
t r a n s f e r of ownership of Parent Common Stock o r Company 
Common Stock t h a t i s not r e g i s t e r e d i n the t r a n s f e r records 
of Parent o r the Company, as the case may be, payment may be 
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made and a c e r t i f i c a t e r e p r e s e n t i n g the a p p r o p r i a t e number 
of shares of Newco Common Stock may be issued t o a person 
other than the person i n whose name the C e r t i f i c a t e so 
surrendered i s r e g i s t e r e d , i f such C e r t i f i c a t e s h a l l be 
p r o p e r l y endorsed o r otherwise be i n proper form f o r 
t r a n s f e r and the person r e q u e s t i n g such payment s h a l l pay 
any t r a n s f e r o r other taxes r e q u i r e d by reason of such 
payment or the issuance of shares of Newco Common Stock t o a 
person other than the r e g i s t e r e d holder o f such C e r t i f i c a t e 1 

or e s t a b l i s h t o the s a t i s f a c t i o n of Newco t h a t such t a x has 
been p a i d o r i s not a p p l i c a b l e . Subject t o Sections 11.65 
and 11.70 o f the IBCA ( i n the case of a Company 

- C e r t i f i c a t e ) , u n t i l surrendered as contemplated by t h i s 
Section 2.02, each Company C e r t i f i c a t e o r Parent C e r t i f i c a t e 
s h a l l be deemed at any time a f t e r the Merger E f f e c t i v e Time 
or Exchange E f f e c t i v e Time, as a p p l i c a b l e , t o represent o n l y 
the r i g h t t o receive upon such surrender Merger 
Consideration o r Exchange Consideration, as a p p l i c a b l e , as 
contemplated by t h i s Section 2.02. No i n t e r e s t s h a l l be 
pa i d or accrue on any cash payable, whether i n respect of 
Exchange Consideration, Merger Consideration, dividends or 
otherwise, upon surrender of any C e r t i f i c a t e . Any d i v i d e n d 
reinvestment p l a n , employee stock ownership p l a n o r s i m i l a r 
p l a n of the Company may be t r e a t e d as a s i n g l e holder of 
Company Common Stock f o r the purposes of Sec t i o n 2.02(e). 

(c) D i s t r i b u t i o n s w i t h Respect t o Unexchanged 
Shares. No dividends o r ot h e r d i s t r i b u t i o n s w i t h respect t o 
Newco Common Stock w i t h a r e c o r d date a f t e r t h e Merger 
E f f e c t i v e Time s h a l l be p a i d t o the holder of any 
unsurrendered Company C e r t i f i c a t e o r Parent C e r t i f i c a t e w i t h 
respect t o the shares o f Newco Common Stock i s s u a b l e upon 
surrender t h e r e o f , and no cash payment i n l i e u o f f r a c t i o n a l 
shares s h a l l be p a i d t o any such holder pursuant t o 
Section 2.02(e), u n t i l the surrender of such c e r t i f i c a t e i n 
accordance w i t h t h i s A r t i c l e I I . Subject t o A p p l i c a b l e Law, 
f o l l o w i n g surrender of any such C e r t i f i c a t e , t h e r e s h a l l be 
p a i d t o the holder of the c e r t i f i c a t e r e p r e s e n t i n g whole 
shares of Newco Common Stock issued i n exchange t h e r e f o r , 
w i t h o u t i n t e r e s t , ( i ) a t the time of such surrender, the 
amount of any cash payable i n l i e u of a f r a c t i o n a l share of 
Newco Common Stock t o which such holder i s e n t i t l e d pursuant 
t o Section 2.02(e) and the amount o f dividen d s or other 
d i s t r i b u t i o n s w i t h a recor d date a f t e r t h e Merger E f f e c t i v e 
Time t h e r e t o f o r e p a i d w i t h respect t o such whole shares of 
Newco Common Stock, and ( i i ) a t the a p p r o p r i a t e payment 
date, the amount of dividends o r ot h e r d i s t r i b u t i o n s w i t h a 
record date a f t e r the Merger E f f e c t i v e Time but p r i o r t o 
such surrender and a payment date subsequent t o such 
surrender payable w i t h respect t o such whole shares of Newco 
Common Stock. 
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(d) No Further Ownership Rights i n Parent Common 
Stock or Company Common Stock. The Exchange Cons i d e r a t i o n 
and Merger Consideration issued (and paid) i n accordance 
w i t h the terms of t h i s A r t i c l e I I upon conversion and 
exchange of any shares of Parent Common Stock o r Company 
Common Stock, as the case may be, s h a l l be deemed t o have 
been issued (and paid) i n f u l l s a t i s f a c t i o n of a l l r i g h t s 
p e r t a i n i n g t o such shares of Parent Common Stock o r Company 
Common Stock, s u b j e c t , however. t o ( i ) the S u r v i v i n g 
Corporation's o b l i g a t i o n s t o pay or p r o v i d e f o r the r i g h t s 
of d i s s e n t e r s and ( i i ) the S u r v i v i n g Corporation's 
o b l i g a t i o n t o pay any dividends o r make any o t h e r 
d i s t r i b u t i o n s w i t h a record date p r i o r t o the Merger 
E f f e c t i v e Time t h a t may have been declared o r made by the 
Parent on such shares o f Parent Common Stock o r the Company 
on such shares of Company Common Stock, r e s p e c t i v e l y , i n 
accordance w i t h t h e terms o f t h i s Agreement or p r i o r t o the 
date of t h i s Agreement and which remain unpaid a t the Merger 
E f f e c t i v e Time, and a f t e r the Merger E f f e c t i v e Time t h e r e 
s h a l l be no f u r t h e r r e g i s t r a t i o n o f t r a n s f e r s on the stock 
t r a n s f e r books o f the S u r v i v i n g C orporation of shares of 
Parent Common Stock o r Company Common Stock t h a t were 
outstanding immediately p r i o r t o the Merger E f f e c t i v e Time. 
I f , a f t e r the Merger E f f e c t i v e Time, any c e r t i f i c a t e s 
f o r m e r l y r e p r e s e n t i n g shares of Parent Common Stock o r 
Company Common Stock, as the case may be, are presented t o 
the S u r v i v i n g Corporation o r the Exchange Agent f o r any 
reason, they s h a l l be canceled and exchanged as p r o v i d e d i n 
t h i s A r t i c l e I I . 

(e) No F r a c t i o n a l Shares. (d) Except as 
otherwise agreed t o by the Company and Parent as pro v i d e d i n 
Section 2 . 0 2 ( e ) ( v ) , no c e r t i f i c a t e s o r s c r i p r e p r e s e n t i n g 
f r a c t i o n a l shares o f Newco Common Stock s h a l l be issued upon 
the conversion of Company Common Stock pursuant t o 
Section 2.01, and such f r a c t i o n a l share i n t e r e s t s s h a l l not 
e n t i t l e the owner th e r e o f t o vote o r t o any r i g h t s o f a 
holder of Newco Common Stock. For purposes of t h i s Section 
2.02(e), a l l f r a c t i o n a l shares t o which a s i n g l e r e c o r d 
holder would be e n t i t l e d s h a l l be aggregated and 
c a l c u l a t i o n s s h a l l be rounded t o thr e e decimal places. 

( i i ) As promptly as p r a c t i c a b l e f o l l o w i n g the 
Merger E f f e c t i v e Time, the Exchange Agent s h a l l determine 
the excess of (A) the number of shares of Newco Common Stock 
d e l i v e r e d t o the Exchange Agent by Newco pursuant t o 
Section 2.02(a) over (B) the aggregate number o f whole 
shares of Newco Common Stock t o be issued t o holders of 
Company Common Stock pursuant t o Section 2.02(b) (such 
excess being h e r e i n c a l l e d the "Excess Share?M. As soon 
a f t e r the Merger E f f e c t i v e Time as p r a c t i c a b l e , the Exchange 
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Agent, as agent f o r the holders of Company Common Stock, 
s h a l l s e l l the Excess Shares at then p r e v a i l i n g p r i c e s on 
the New York Stock Exchange (the "NYSE"), a l l i n the manner 
prov i d e d i n Section 2.02(e) ( i i i ) . 

( i i i ) The sale of the Excess Shares by the 
Exchange Agent s h a l l be executed on the NYSE through one or 
more member f i r m s of the NYSE and s h a l l be executed i n round 
l o t s t o the extent p r a c t i c a b l e . The proceeds from such sa l e 
or sales a v a i l a b l e f o r d i s t r i b u t i o n t o the holders o f 
Company Common Stock s h a l l be reduced by t r a n s f e r taxes i n 
connection w i t h such sale o r sales of the Excess Shares. 
U n t i l the net proceeds of such sale o r sales have been 
d i s t r i b u t e d t o the holders of Company Common Stock e n t i t l e d 
t h e r e t o , the Exchange Agent s h a l l h o l d such proceeds i n 
t r u s t f o r such holders of Company Common Stock (the "Common 
Shares T r u s t " ) . The Exchange Agent s h a l l determine the 
p o r t i o n of the Common Shares Trust t o which each h o l d e r of a 
C e r t i f i c a t e s h a l l be e n t i t l e d , i f any, by m u l t i p l y i n g the 
amount of the aggregate net proceeds comprising the Common 
Shares Trust by a f r a c t i o n , t h e numerator o f which i s the 
amount o f the f r a c t i o n a l share i n t e r e s t i n a share o f Newco 
Common Stock t o which such holder i s e n t i t l e d under 
Section 2 . 0 1 ( b ) ( i i ) (or would be e n t i t l e d but f o r t h i s 
Section 2.02(e)) and the denominator o f which i s the aggre­
gate amount of f r a c t i o n a l i n t e r e s t s i n a share of Newco 
Common Stock t o which a l l holders o f Company Common Stock 
are e n t i t l e d . 

( i v ) As soon as p r a c t i c a b l e a f t e r the determina­
t i o n o f the amount of cash, i f any, t o be p a i d t o holders o f 
Company Common Stock i n l i e u o f any f r a c t i o n a l share 
i n t e r e s t s i n Newco Common Stock, the Exchange Agent s h a l l 
make a v a i l a b l e such amounts, w i t h o u t i n t e r e s t , t o such 
holders e n t i t l e d t o receive such cash. 

(v) Notwithstanding a n y t h i n g h e r e i n t o the 
c o n t r a r y , i f the Company and Parent so agree p r i o r t o the 
Closing, Newco may e s t a b l i s h a common stock d i r e c t share 
r e g i s t r a t i o n program pursuant t o which shareholders would 
r e c e i v e a book e n t r y c r e d i t f o r f r a c t i o n a l shares o f Newco 
Common Stock i n l i e u of cash as otherwise p r o v i d e d i n t h i s 
S e ction 2.02(e). I f the Company and Parent agree t o have 
Newco e s t a b l i s h such a program, any reference h e r e i n t o 
f r a c t i o n a l shares s h a l l r e f e r t o such book e n t r y f r a c t i o n a l 
shares and no cash w i l l be issued f o r such shares except as 
may be prov i d e d by such program. I n no event w i l l Newco 
issue c e r t i f i c a t e s or s c r i p t r e p r e s e n t i n g f r a c t i o n a l shares. 

( f ) Termination o f Exchange Fund. Any p o r t i o n o f 
the Exchange Fund t h a t remains u n d i s t r i b u t e d t o the holders 
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of Parent Common Stock or Company Common Stock f o r s i x 
months a f t e r the Merger E f f e c t i v e Time s h a l l be d e l i v e r e d t o 
Newco, upon demand, and any holder of Parent Common Stock or 
Company Common Stock who has not t h e r e t o f o r e complied w i t h 
t h i s A r t i c l e I I s h a l l t h e r e a f t e r look o n l y t o Newco f o r 
payment o f i t s c l a i m f o r Exchange Consideration or Merger 
Consideration, as the case may be, and any dividen d s o r 
d i s t r i b u t i o n s w i t h respect t o Newco Common Stock as 
contemplated by Section 2.02(c). 

(g) No L i a b i l i t y . None o f Parent, Newco, the 
Company or the Exchange Agent s h a l l be l i a b l e t o any person 
i n respect o f any shares of Newco Common Stock (or dividends 
or d i s t r i b u t i o n s w i t h respect t h e r e t o ) o r cash from the 
Exchange Fund d e l i v e r e d t o a p u b l i c o f f i c i a l pursuant t o any 
a p p l i c a b l e abandoned p r o p e r t y , escheat o r s i m i l a r A p p l i c a b l e 
Law. I f any Company C e r t i f i c a t e o r Parent C e r t i f i c a t e has 
not been surrendered p r i o r t o f i v e years a f t e r the Merger 
E f f e c t i v e Time (or immediately p r i o r t o such e a r l i e r date on 
which Merger Consideration or Exchange Consi d e r a t i o n o r any 
dividends o r d i s t r i b u t i o n s w i t h respect t o Newco Common 
Stock as contemplated by Section 2.02(c) ( i ) i n respect of 
such Company C e r t i f i c a t e or Parent C e r t i f i c a t e would 
otherwise escheat t o or become the p r o p e r t y o f any 
Governmental E n t i t y (as def i n e d i n Section 3.05)), any such 
shares, cash, dividends or d i s t r i b u t i o n s i n respect of such 
Company C e r t i f i c a t e s h a l l , t o the e x t e n t p e r m i t t e d by 
Ap p l i c a b l e Law, become the p r o p e r t y of the S u r v i v i n g 
Corporation, f r e e and c l e a r of a l l claims o r i n t e r e s t of any 
person p r e v i o u s l y e n t i t l e d t h e r e t o . 

(h) Investment of Exchange Fund. The Exchange 
Agent s h a l l i n v e s t any cash i n c l u d e d i n the Exchange Fund, 
as d i r e c t e d by Newco, on a d a i l y b a s i s . Any i n t e r e s t and 
other income r e s u l t i n g from such investments s h a l l be p a i d 
t o Newco. 

( i ) W ithholding Rights. Newco s h a l l be e n t i t l e d 
t o deduct and w i t h h o l d from the c o n s i d e r a t i o n otherwise 
payable t o any holder o f Parent Common Stock o r Company 
Common Stock pursuant t o t h i s Agreement such amounts as may 
be r e q u i r e d t o be deducted and w i t h h e l d w i t h respect t o the 
making of such payment under the Code, or under any 
p r o v i s i o n o f s t a t e , l o c a l or f o r e i g n t a x law'. To the extent 
t h a t amounts are so w i t h h e l d and p a i d over t o the 
ap p r o p r i a t e t a x i n g a u t h o r i t y , Newco w i l l be t r e a t e d as 
though i t w i t h h e l d an approp r i a t e amount of the type of 
c o n s i d e r a t i o n otherwise payable pursuant t o t h i s Agreement 
t o any ho l d e r of Parent Common Stock or Company Common 
Stock, s o l d such c o n s i d e r a t i o n f o r an amount of cash equal 
t o the f a i r market value of such c o n s i d e r a t i o n a t the time 

t i n ' C o j r p i 9 8 2 8 5 1 . 6 : 3 8 1 5 : 0 1 / 1 0 / 2 0 0 0 - - 7 : 3 4 p ] 



13 

of such deemed sale and p a i d such cash proceeds t o the 
appr o p r i a t e t a x i n g a u t h o r i t y . 

S e ction 2.03. C e r t a i n Adjustments. I f a f t e r the 
date hereof and on or p r i o r t o the Closing Date, the 
outstanding shares of Parent Common Stock or Company Common 
Stock s h a l l be changed i n t o a d i f f e r e n t number of shares by 
reason of any r e c l a s s i f i c a t i o n , r e c a p i t a l i z a t i o n , s p l i t - u p , 
combination o r exchange of shares, o r any d i v i d e n d payable 
i n stock o r o t h e r s e c u r i t i e s i s declared thereon w i t h a 
record date w i t h i n such p e r i o d , or any s i m i l a r event s h a l l 
occur, the Exchange Consideration and the Merger 
Consideration w i l l be adj u s t e d a c c o r d i n g l y t o provide t o the 
holders of Parent Common Stock and Company Common Stock, 
r e s p e c t i v e l y , the same economic e f f e c t as contemplated by 
t h i s Agreement p r i o r t o such r e c l a s s i f i c a t i o n , 
r e c a p i t a l i z a t i o n , s p l i t - u p , combination, exchange or 
div i d e n d o r s i m i l a r event. This p r o v i s i o n i s not intended 
t o a f f e c t t h e need f o r e i t h e r p a r t y t o o b t a i n the ot h e r 
p a r t y ' s consent t o take such an a c t i o n under any ot h e r 
p r o v i s i o n o f t h i s Agreement. 

ARTICLE I I I 

Repr-esentations and Warranties of the Company 

The Company represents and warrants t o Parent and 
Newco as f o l l o w s : 

SECTION 3.01. Organization. Standing and Power. 
Each of the Company and each of i t s s u b s i d i a r i e s (the 
"Company S u b s i d i a r i e s " ) i s d u l y organized, v a l i d l y e x i s t i n g 
and i n good s t a n d i n g ( w i t h respect t o j u r i s d i c t i o n s which 
recognize the concept of good standing) under the laws of 
the j u r i s d i c t i o n i n which i t i s organized and has f u l l 
c orporate power and a u t h o r i t y and possesses a l l governmental 
f r a n c h i s e s , l i c e n s e s , p e r m i t s , a u t h o r i z a t i o n s and approvals 
necessary t o enable i t t o own, lease o r otherwise h o l d i t s 
p r o p e r t i e s and assets and t o conduct i t s businesses as 
conducted as o f the date o f t h i s Agreement, o t h e r than such 
f r a n c h i s e s , l i c e n s e s , p e r m i t s , a u t h o r i z a t i o n s and approvals 
the l a c k o f which, i n d i v i d u a l l y or i n the aggregate, has not 
had and could not reasonably be expected t o have a M a t e r i a l 
Adverse E f f e c t on the Company (a "Company M a t e r i a l Adverse 
E f f e c t " ) . The Company and each Company Subsidiary i s d u l y 
q u a l i f i e d t o do business i n each j u r i s d i c t i o n where the 
nature o f i t s business o r t h e i r ownership o r l e a s i n g of i t s 
p r o p e r t i e s make such q u a l i f i c a t i o n necessary, o t h e r than 
such q u a l i f i c a t i o n s the la c k of which, i n d i v i d u a l l y o r i n 
the aggregate, has not had and could not reasonably be 
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expected t o have a Company M a t e r i a l Adverse E f f e c t . The 
Company has made a v a i l a b l e t o Parent t r u e and complete 
copies of the a r t i c l e s of i n c o r p o r a t i o n of the Company, as 
amended t o the date of t h i s Agreement (as so amended, the 
"Company C h a r t e r " ) , and the By-laws o f the Company, as 
amended t o the date of t h i s Agreement (as so amended, the 
"Company By-laws"), and the comparable c h a r t e r o r 
o r g a n i z a t i o n a l documents o f each Company Subsidiary, i n each 
case as amended through the date of t h i s Agreement. 

SECTION 3.02. Company S u b s i d i a r i e s : E q u i t y 
I n t e r e s t s . (a) The l e t t e r , dated as of the date o f t h i s 
Agreement, from the Company t o Parent and Newco (the 
"Company Disclosure L e t t e r " ) l i s t s each Company Subsidiary 
and i t s j u r i s d i c t i o n of o r g a n i z a t i o n and s p e c i f i e s each of 
the Company S u b s i d i a r i e s t h a t i s ( i ) a " p u b l i c - u t i l i t y 
company", a "holding company", a " s u b s i d i a r y company", an 
" a f f i l i a t e " of any p u b l i c - u t i l i t y company, an "exempt 
wholesale generator" o r a " f o r e i g n u t i l i t y company" w i t h i n 
the meaning o f Section 2(a) ( 5 ) , 2 ( a ) ( 7 ) , 2 ( a ) ( 8 ) , 2(a) (11) , 
32(a)(1) o r 33(a)(3) o f the Pu b l i c U t i l i t y Holding Company 
Act of 1935, as amended f"PUHCA"). r e s p e c t i v e l y , ( i i ) a 
" p u b l i c u t i l i t y " w i t h i n the meaning o f Section 201(e) of the 
Federal Power Act (the "Power Act") o r ( i i i ) a " q u a l i f y i n g 
f a c i l i t y " w i t h i n the meaning o f the Public U t i l i t y 
Regulatory P o l i c i e s Act of 1978, as amended ("PURPA"). or 
t h a t owns such a q u a l i f y i n g f a c i l i t y . A l l the outstanding 
shares o f c a p i t a l stock of each Company Subsidiary have been 
v a l i d l y issued and are f u l l y p a i d and nonassessable and, 
except as set f o r t h i n the Company Disclosure L e t t e r , are 
owned by the Company, by another Company Subsidiary o r by 
the Company and another Company Subsidiary, f r e e and c l e a r 
of a l l pledges, l i e n s , charges, mortgages, encumbrances and 
s e c u r i t y i n t e r e s t s of any k i n d o r nature whatsoever 
( c o l l e c t i v e l y , " L i e n s " ) . 

(b) Except f o r i t s i n t e r e s t s i n the Company 
S u b s i d i a r i e s and except f o r the ownership i n t e r e s t s set 
f o r t h i n the Company Di s c l o s u r e L e t t e r or i n t e r e s t s acquired 
a f t e r the date of t h i s Agreement w i t h o u t v i o l a t i n g any 
covenant o f t h i s Agreement, the Company does not own, 
d i r e c t l y o r i n d i r e c t l y , any c a p i t a l stock, membership 
i n t e r e s t , p a r t n e r s h i p i n t e r e s t , j o i n t venture i n t e r e s t or 
oth e r e q u i t y i n t e r e s t w i t h a f a i r market value as o f the 
date o f t h i s Agreement i n excess of $500,000 i n any person, 
as reasonably determined by the Company. 

SECTION 3.03. C a p i t a l - S t r u c t u r e . (a) The 
au t h o r i z e d c a p i t a l stock o f the Company c o n s i s t s of 
400,000,000 shares of Company Common Stock. At the close of 
business on August 31, 1999, ( i ) 217,411,003 shares of 
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Company Common Stockwere issued and o u t s t a n d i n g , ( i i ) 
264,406 shares of Company Common Stock were h e l d by the 
Company i n i t s t r e a s u r y , ( i i i ) 4,625,691 shares of Company 
Common Stock were subject t o out s t a n d i n g Company Employee 
Stock Options (as d e f i n e d i n Section 6,04) and 
4,700,637 a d d i t i o n a l shares of Company Common Stock were 
reserved f o r issuance pursuant t o the Company Stock Plans 
(as d e f i n e d i n Section 6.04), ( i v ) 368,171 shares o f Company 
Common Stock were reserved f o r issuance pursuant t o the 
Company's Employee Stock Purchase Plan, (v) 164,845 shares 
of Company Common Stock were reserved f o r issuance pursuant 
t o the Company's 1996 D i r e c t o r s ' Fee Plan, ( v i ) 88,526 
shares of Company Common Stock were s u b j e c t t o exchange f o r 
the common stock, $12.50 par value o f ComEd, and 
( v i i ) 400,000 shares o f Company Common Stock were reserved 
f o r issuance i n connection w i t h the r i g h t s (the "Company 
Rights") issued pursuant t o the Rights Agreement dated as of 
February 2, 1998 (as amended from time t o time, the "Company 
Rights Agreement"), between the Company and F i r s t Chicago 
Trust Company of New York, as Rights Agent. 

(b) Except as set f o r t h i n clause (a) of t h i s 
Section 3.03 o r i n the Company Disclosure L e t t e r , a t the 
close of business on August 31, 1999, no shares of c a p i t a l 
stock or ot h e r v o t i n g s e c u r i t i e s of the Company were issued, 
reserved f o r issuance or ou t s t a n d i n g . 

(c) A l l o u t s t a n d i n g shares of Company Common 
Stock are, and a l l such shares t h a t may be issued p r i o r t o 
the Merger E f f e c t i v e Time w i l l be when issued, d u l y 
a u t h o r i z e d , v a l i d l y issued, f u l l y p a i d and nonassessable and 
not s u b j e c t t o or issued i n v i o l a t i o n o f any purchase 
o p t i o n , c a l l o p t i o n , r i g h t of f i r s t r e f u s a l , preemptive 
r i g h t , s u b s c r i p t i o n r i g h t o r any s i m i l a r r i g h t under any 
p r o v i s i o n o f the IBCA, the Company Charter, the Company By­
laws or any Contract (as d e f i n e d i n Section 3.05) t o which 
the Company i s a p a r t y or otherwise bound. 

(d) There are not any bonds, debentures, notes or 
oth e r indebtedness of the Company having the r i g h t t o vote 
(or c o n v e r t i b l e i n t o , o r exchangeable f o r , s e c u r i t i e s having 
the r i g h t t o vote) on any matters on which h o l d e r s o f 
Company.Common Stock may vote ("Voting Company Debt"). 

(e) Except as set f o r t h i n clause (a) of t h i s 
S e ction 3.03 or i n the Company Dis c l o s u r e L e t t e r , as of the 
date of t h i s Agreement, t h e r e are not any o p t i o n s , warrants, 
r i g h t s , c o n v e r t i b l e or exchangeable s e c u r i t i e s , "phantom" 
stock r i g h t s , stock a p p r e c i a t i o n r i g h t s , stock-based 
performance u n i t s , commitments, Contracts, arrangements o r 
undertakings of any k i n d t o which the Company or any Company 
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Subsidiary i s a p a r t y or by which any of them i s bound 
( i ) o b l i g a t i n g the Company or any Company S u b s i d i a r y t o 
issue, d e l i v e r or s e l l , or cause t o be issued, d e l i v e r e d or 
sold, a d d i t i o n a l shares of c a p i t a l stock o r ot h e r e q u i t y 
i n t e r e s t s i n , o r any s e c u r i t y c o n v e r t i b l e o r e x e r c i s a b l e f o r 
or exchangeable i n t o any c a p i t a l stock o f o r ot h e r e q u i t y 
i n t e r e s t i n , the Company or o f any Company S u b s i d i a r y or any 
Voting Company Debt or ( i i ) o b l i g a t i n g the Company or any 
Company Sub s i d i a r y t o issue, g r a n t , extend o r en t e r i n t o any 
such o p t i o n , warrant, c a l 1 , r i g h t , s e c u r i t y , commitment, 
Contract, arrangement or undertaking. 

( f ) As of the date o f t h i s Agreement, except as 
described i n the Company Disclosure L e t t e r , t h e r e are not 
any outstanding c o n t r a c t u a l o b l i g a t i o n s of the Company or 
any Company Subsidiary t o repurchase, redeem o r otherwise 
acquire any shares 1 of c a p i t a l stock o f the Company or any 
Company Subsidiary. 

(g) The Company has d e l i v e r e d t o Parent a 
complete and c o r r e c t copy of the Company Rights Agreement, 
as amended t o the date of t h i s Agreement. 

SECTION 3 . 04. A u t h o r i t y ; Execution and D e l i v e r y ; 
E n f o r c e a b i l i t y . (a) The Company has a l l r e q u i s i t e 
corporate power and a u t h o r i t y t o execute and d e l i v e r t h i s 
Agreement and t o consummate the Transactions. The execution 
and d e l i v e r y by the Company o f t h i s Agreement and the 
consummation by the Company o f the Transactions have been 
dul y a u t h o r i z e d by a l l necessary corporate a c t i o n on the 
p a r t of the Company, sub j e c t , i n the case of the Second Step 
Merger, t o r e c e i p t of the Company Shareholder Approval (as 
defined i n Section 3.04(c)). The Company has dul y executed 
and d e l i v e r e d t h i s Agreement, and t h i s Agreement c o n s t i t u t e s . 
i t s l e g a l , v a l i d and b i n d i n g o b l i g a t i o n , enforceable against 
i t i n accordance w i t h i t s terms. 

(b) The Board of D i r e c t o r s of the Company (the 
"Company Board"). a t a meeting d u l y c a l l e d and h e l d , d u l y 
and unanimously adopted r e s o l u t i o n s ( i ) approving t h i s 
Agreement, the Merger and the o t h e r Transactions, 
( i i ) d etermining t h a t the terms o f t h e Second Step Merger 
and the other Transactions are f a i r t o and i n the best 
i n t e r e s t s o f the Company and i t s shareholders and 
( i i i ) d i r e c t i n g t h a t t h i s Agreement be submitted t o a vote 
of the Company's shareholders and recommending t h a t they 
approve- t h i s Agreement. Such r e s o l u t i o n s are s u f f i c i e n t t o 
render i n a p p l i c a b l e t o Parent and Newco and t h i s Agreement, 
t o the ex t e n t otherwise a p p l i c a b l e , t he Merger and the ot h e r 
Transactions the p r o v i s i o n s of Sections 7.85 and 11.75 of 
the IBCA. To the Company's knowledge, no ot h e r s t a t e 
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takeover s t a t u t e o r s i m i l a r s t a t u t e o r r e g u l a t i o n a p p l i e s o r 
pur p o r t s t o apply t o the Company w i t h respect t o t h i s 
Agreement, the Second Step Merger or any oth e r Transaction. 

(c) The onl y vote of holders of any class o r 
se r i e s of Company s e c u r i t i e s necessary t o approve and adopt 
t h i s Agreement and the Second Step Merger i s the approval of 
t h i s Agreement by the holders o f at l e a s t t w o - t h i r d s of the 
shares of outstanding Company' Common Stock e n t i t l e d t o vote 
{the "Company Shareholder A p p r o v a l " ) . The a f f i r m a t i v e vote 
of the holders of Company Common Stock, o r any of them, i s 
not necessary t o consummate any Transaction o t h e r than the 
Second Step Merger. 

SECTION 3.05. No C o n f l i c t s : Consents, 
(a) Except as set f o r t h i n the Company Disclosure L e t t e r , 
the execution and d e l i v e r y by the Company of t h i s Agreement 
does not, and the consummation of the Merger and the o t h e r 
Transactions and compliance w i t h the terms hereof and 
the r e o f w i l l not, c o n f l i c t w i t h , o r r e s u l t i n any v i o l a t i o n 
of or d e f a u l t ( w i t h or wi t h o u t n o t i c e o r lapse of time, o r 
both) under, o r give r i s e t o a r i g h t o f t e r m i n a t i o n , 
consent, approval, c a n c e l a t i o n or a c c e l e r a t i o n of any 
o b l i g a t i o n o r t o loss of a m a t e r i a l b e n e f i t under, o r t o 
increased, a d d i t i o n a l , accelerated o r guaranteed r i g h t s o r 
e n t i t l e m e n t s of any person under, o r r e s u l t i n the c r e a t i o n 
of any Lien upon any of the p r o p e r t i e s o r assets of the 
Company or any Company Subsidiary under, any p r o v i s i o n of 
( i ) the Company Charter, the Company By-laws or the 
comparable c h a r t e r o r o r g a n i z a t i o n a l documents of any 
Company Subsidiary, ( i i ) any loan o r c r e d i t agreement, 
c o n t r a c t , lease, l i c e n s e , i n d e n t u r e , note, bond, agreement, 
p e r m i t , concession, f r a n c h i s e o r o t h e r instrument (a 
"Contract") t o which the Company or any Company Sub s i d i a r y 
i s a p a r t y o r by which any of t h e i r r e s p e c t i v e p r o p e r t i e s o r 
assets i s bound or ( i i i ) s u b j e c t t o the f i l i n g s and ot h e r 
matters r e f e r r e d t o i n Section 3.05(b), any judgment, order 
or decree ("Judgment") or s t a t u t e , law, ordinance, r u l e o r 
r e g u l a t i o n ("Applicable Law") or w r i t , p ermit o r l i c e n s e 
a p p l i c a b l e t o the Company or any Company Subsidiary o r t h e i r 
r e s p e c t i v e p r o p e r t i e s or assets (other than i m m a t e r i a l 
consents, approvals, l i c e n s e s , p e r m i t s , orders, 
a u t h o r i z a t i o n s , r e g i s t r a t i o n s , d e c l a r a t i o n s o r f i l i n g s , 
i n c l u d i n g w i t h respect t o communications systems, zoning, 
name changes, occupancy and s i m i l a r r o u t i n e r e g u l a t o r y 
a p p r o v a l s ) , other than, i n the case of clauses ( i i ) and 
( i i i ) above, any such items t h a t , i n d i v i d u a l l y or i n the 
aggregate, have not had and could not reasonably be expected 
t o have a Company M a t e r i a l Adverse E f f e c t . 
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i n a p p l i c a b l e t o t h i s Agreement, the Merger and the o t h e r 
Transactions and ( i i ) ensure t h a t (A) n e i t h e r Parent nor any 
of i t s a f f i l i a t e s o r associates i s or w i l l become an 
"Acq u i r i n g Person" (as d e f i n e d i n the Company Rights 
Agreement) by reason o f t h i s Agreement, the Merger or any 
oth e r Transaction, (B) a " D i s t r i b u t i o n Date" (as d e f i n e d i n 
the Company Rights Agreement) s h a l l not occur by : reason of 
t h i s Agreement, the Merger or any other Transaction and 
(C) t he Company Rights s h a l l e x pire immediately p r i o r t o the 
Merger E f f e c t i v e Time. 

SECTION 3.06. SEC Documents: Undisclosed 
L i a b i l i t i e s . The Company and the Company S u b s i d i a r i e s have 
f i l e d a l l r e p o r t s , schedules, forms, statements and ot h e r 
documents r e q u i r e d t o be f i l e d by the Company or any Company 
Subs i d i a r y w i t h the SEC since January 1, 1998 (the "Company 
SEC Documents"). Each Company SEC Document complied i n a l l 
m a t e r i a l respects as o f i t s r e s p e c t i v e date w i t h t he 
requirements o f the Exchange Act or the S e c u r i t i e s Act o f 
1933, as amended (the " S e c u r i t i e s A c t " ) , as the case may be, 
and t he r u l e s and r e g u l a t i o n s of the SEC promulgated 
thereunder a p p l i c a b l e t o such Company SEC Document, and 
except t o the ex t e n t t h a t i n f o r m a t i o n contained i n any 
Company SEC Document has been r e v i s e d o r superseded by a 
l a t e r f i l e d Company SEC Document, does not c o n t a i n any 
untrue statement of a m a t e r i a l f a c t o r omit t o s t a t e a 
m a t e r i a l f a c t r e q u i r e d t o be s t a t e d t h e r e i n o r necessary i n 
order t o make the statements t h e r e i n , i n l i g h t o f the 
circumstances under which they were made, not misleading. 
The c o n s o l i d a t e d f i n a n c i a l statements of the Company 
in c l u d e d i n the Company SEC Documents comply as t o form i n 
a l l m a t e r i a l respects w i t h a p p l i c a b l e accounting 
requirements and the pub l i s h e d r u l e s and r e g u l a t i o n s of the 
SEC w i t h respect t h e r e t o , have been prepared i n accordance 
w i t h g e n e r a l l y accepted accounting p r i n c i p l e s ("GAAP") 
(except, i n the case o f unaudited statements, as p e r m i t t e d 
by Form 10-Q o f the SEC) a p p l i e d on a c o n s i s t e n t b a s i s 
d u r i n g the periods i n v o l v e d (except as may be i n d i c a t e d i n 
the notes t h e r e t o ) and f a i r l y present the c o n s o l i d a t e d 
f i n a n c i a l p o s i t i o n o f the Company and i t s c o n s o l i d a t e d 
s u b s i d i a r i e s as o f the dates t h e r e o f and the c o n s o l i d a t e d 
r e s u l t s o f t h e i r o p e r a t i o n s and cash flows f o r the periods 
then ended ( s u b j e c t , i n the case o f unaudited statements, t o 
normal year-end a u d i t adjustments). Except as set f o r t h i n 
the F i l e d Company SEC Documents (as d e f i n e d i n Section 3.08) 
or the Company Dis c l o s u r e L e t t e r o r i n c u r r e d a f t e r the date 
hereof i n the usual, r e g u l a r and o r d i n a r y course of business 
i n s u b s t a n t i a l l y t h e same manner as p r e v i o u s l y conducted and 
not p r o h i b i t e d by t h i s Agreement, n e i t h e r the Company nor 
any Company Subsidiary has any l i a b i l i t i e s o r o b l i g a t i o n s of 
any nature (whether accrued, absolute, contingent o r 
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otherwise) r e q u i r e d by GAAP t o be set f o r t h on a 
con s o l i d a t e d balance sheet of the Company and i t s 
c o n s o l i d a t e d s u b s i d i a r i e s o r i n the notes t h e r e t o and t h a t , 
i n d i v i d u a l l y o r i n the aggregate, could reasonably be 
expected t o have a Company M a t e r i a l Adverse E f f e c t . 

SECTION 3.07. I n f o r m a t i o n Supplied. None of the 
i n f o r m a t i o n s u p p l i e d or t o be s u p p l i e d by the Company f o r 
i n c l u s i o n o r i n c o r p o r a t i o n by reference i n ( i ) the 
r e g i s t r a t i o n statement on Form S-4 t o be f i l e d w i t h the SEC 
by Newco i n connection w i t h t h e Share Issuance (the "Form S-
4;") w i l l , a t the time the Form S-4 i s f i l e d w i t h the SEC, at 
any time i t i s amended or supplemented o r at the time i t 
becomes e f f e c t i v e under the S e c u r i t i e s Act, c o n t a i n any 
untrue statement o f a m a t e r i a l f a c t o r omit t o s t a t e any 
m a t e r i a l f a c t r e q u i r e d t o be s t a t e d t h e r e i n o r necessary t o 
make the statements t h e r e i n not misleading, o r ( i i ) the 
Proxy Statement w i l l , a t the date i t i s f i r s t mailed t o the 
Company's shareholders o r Parent's shareholders or at the 
time o f the Company Shareholders Meeting (as d e f i n e d i n 
Section 6.01) or the Parent Shareholders Meeting (as def i n e d 
i n Section 6.01), c o n t a i n any untrue statement of a m a t e r i a l 
f a c t o r omit t o s t a t e any m a t e r i a l f a c t r e q u i r e d t o be 
s t a t e d t h e r e i n or necessary i n order t o make the statements 
t h e r e i n , i n l i g h t o f the circumstances under which they are 
made, not misleading. The Proxy Statement w i l l comply as t o 
form i n a l l m a t e r i a l respects w i t h the requirements of the 
Exchange Act and the r u l e s and r e g u l a t i o n s thereunder, 
except t h a t no r e p r e s e n t a t i o n i s made by the Company w i t h 
respect t o statements made o r i n c o r p o r a t e d by reference 
t h e r e i n based on i n f o r m a t i o n s u p p l i e d by or on behal f of 
Parent or Newco f o r i n c l u s i o n o r i n c o r p o r a t i o n by reference 
i n the Proxy Statement. 

SECTION 3.08. Absence of C e r t a i n Changes or 
Events. Except as d i s c l o s e d i n the Company SEC Documents 
f i l e d and p u b l i c l y a v a i l a b l e p r i o r t o the date of t h i s 
Agreement (the " F i l e d Company SEC Documents") or i n the 
Company Disclosure L e t t e r : 

(a) since December 31, 1998, there has not been 
any event, change, e f f e c t o r development t h a t , i n d i v i d u a l l y 
or i n the aggregate, has had or could reasonably be expected 
t o have a Company M a t e r i a l Adverse E f f e c t , other than 
events, changes, e f f e c t s and developments r e l a t i n g t o the 
economy i n general o r t o the Company's i n d u s t r y i n general 
and not s p e c i f i c a l l y r e l a t i n g t o the Company or any Company 
Subsidiary; and 

(b) from December 31, 1998 t o the date o f t h i s 
Agreement, the Company has'conducted i t s business o n l y i n 
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the o r d i n a r y course, and d u r i n g such p e r i o d t h e r e has not 
been: 

<i) any d e c l a r a t i o n , s e t t i n g aside o r payment of 
any d i v i d e n d or ot h e r d i s t r i b u t i o n (whether i n cash, 
stock o r prop e r t y ) w i t h respect t o any Company Common 
Stock o r any repurchase f o r value by the Company of any 
Company Common Stock; 

( i i ) any s p l i t , combination o r r e c l a s s i f i c a t i o n of 
any Company Common Stock o r any issuance o r the 
a u t h o r i z a t i o n of any issuance o f any o t h e r s e c u r i t i e s 
i n respect o f , i n l i e u o f or i n s u b s t i t u t i o n f o r shares 
of Company Common Stock; o r 

( i i i ) any change i n accounting methods, p r i n c i p l e s 
or p r a c t i c e s by the Company or any Company Subsidiary 
m a t e r i a l l y a f f e c t i n g the c o n s o l i d a t e d assets, 
l i a b i l i t i e s o r r e s u l t s o f oper a t i o n s o f the Company, 
except i n s o f a r as may have been r e q u i r e d by a change i n 
GAAP. 

SECTION 3.09. Taxes. (a) Each of the Company 
and each Company Subsidiary has t i m e l y f i l e d , or has caused 
t o be t i m e l y f i l e d on i t s b e h a l f , a l l Tax Returns r e q u i r e d 
t o be f i l e d by i t (or requests f o r extensions t o f i l e such 
Tax Returns have been t i m e l y f i l e d and granted and have not 
ex p i r e d ) , and a l l such Tax Returns are t r u e , complete and 
accurate, except t o the ex t e n t any f a i l u r e t o f i l e o r any 
inaccuracies i n any f i l e d Tax Returns would not, 
i n d i v i d u a l l y o r i n the aggregate, have a Company M a t e r i a l 
Adverse E f f e c t . A l l Taxes shown t o be due on such Tax 
Returns, or otherwise owed by the Company o r any Company 
Subsidiary, have been t i m e l y p a i d , except t o the extent t h a t 
any f a i l u r e t o pay, i n d i v i d u a l l y or i n the aggregate, has 
not had and could not reasonably be expected t o have a 
Company M a t e r i a l Adverse E f f e c t . 

(b) Except as set f o r t h i n the Company Dis c l o s u r e 
L e t t e r , the most recent f i n a n c i a l statements contained i n 
the F i l e d Company SEC Documents r e f l e c t an adequate reserve 
f o r a l l c u r r e n t Taxes payable by the Company and the Company 
S u b s i d i a r i e s ( i n a d d i t i o n t o any reserve f o r d e f e r r e d Taxes 
e s t a b l i s h e d t o r e f l e c t t i m i n g d i f f e r e n c e s between book and 
Tax income) f o r a l l Taxable p e r i o d s and p o r t i o n s t h e r e o f 
through the date of such f i n a n c i a l statements. Except as 
set f o r t h i n the Company D i s c l o s u r e L e t t e r , no d e f i c i e n c y 
w i t h respect t o any Taxes has, t o the best knowledge of the 
Company, been proposed, asserted o r assessed against the 
Company or any Company Subs i d i a r y , and no requests f o r 
waivers of the time t o assess any such Taxes are pending. 
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except t o the e x t e n t any such d e f i c i e n c y o r request f o r 
waiver, i n d i v i d u a l l y o r i n the aggregate, has not had and 
could not reasonably be expected t o have a Company M a t e r i a l 
Adverse E f f e c t . 

(c) The Federal income Tax Returns o f the Company 
and each Company Subsidiary c o n s o l i d a t e d i n such Returns 
have been examined by and s e t t l e d w i t h the U n i t e d States 
I n t e r n a l Revenue Service f o r a l l years through 1995. Except 
as set f o r t h i n the Company Disclosure L e t t e r , a l l m a t e r i a l 
assessments f o r Taxes due w i t h respect t o such completed and 
s e t t l e d examinations or any concluded l i t i g a t i o n have been 
f u l l y paid. 

(d) There are no m a t e r i a l Liens f o r Taxes (other 
than f o r c u r r e n t Taxes not y e t due and payable) on the 
assets of the Company o r any Company S u b s i d i a r y . Except as 
set f o r t h i n the Company Disclosure L e t t e r , n e i t h e r the 
Company nor any Company Subsidiary i s bound by any agreement 
w i t h respect t o Taxes. 

(e) The Company and each Company S u b s i d i a r y have 
complied w i t h a l l a p p l i c a b l e s t a t u t e s , laws, ordinances, 
r u l e s and r e g u l a t i o n s r e l a t i n g t o the payment and 
w i t h h o l d i n g of taxes ( i n c l u d i n g w i t h h o l d i n g o f taxes 
pursuant t o Sections 1441, 1442, 3121 and 3402 o f the Code 
or s i m i l a r p r o v i s i o n s under any Federal, s t a t e o r l o c a l 
laws, domestic and f o r e i g n ) and have, w i t h i n t h e time and i n 
the manner p r e s c r i b e d by law, w i t h h e l d from and p a i d over t o 
the proper governmental a u t h o r i t i e s a l l amounts r e q u i r e d t o 
be so w i t h h e l d and p a i d over under a p p l i c a b l e laws, except 
t o the extent t h a t any f a i l u r e t o w i t h h o l d o r t o pay, 
i n d i v i d u a l l y or i n the aggregate, has not had and could not 
reasonably be expected t o have a Company M a t e r i a l Adverse 
E f f e c t . 

( f ) The Company knows of no f a c t and n e i t h e r the 
Company nor any Company Subsidiary has taken o r agreed t o 
take any a c t i o n t h a t c ould reasonably be expected t o prevent 
( i ) the Merger from c o n s t i t u t i n g t r a n s a c t i o n s described i n -
Section 351 of the Code or ( i i ) the Second Step Merger from 
c o n s t i t u t i n g a t r a n s a c t i o n described i n Se c t i o n 368(a) of 
the Code. 

(g) For purposes o f t h i s Agreement: 

"Taxes" includes a l l forms o f t a x a t i o n , whenever 
created or imposed, and whether of the U n i t e d States or 
elsewhere, and whether imposed by a l o c a l , m u n i c i p a l , s t a t e , 
f o r e i g n . Federal or ot h e r Governmental E n t i t y , or i n 
connection w i t h any agreement w i t h respect t o Taxes, 
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i n c l u d i n g a l l i n t e r e s t , p e n a l t i e s and a d d i t i o n s imposed w i t h 
respect t o such amounts. 

"Tax Return" means a l l Federal, s t a t e , l o c a l , 
p r o v i n c i a l and f o r e i g n Tax r e t u r n s , d e c l a r a t i o n s , 
statements, r e p o r t s , schedules, forms and i n f o r m a t i o n 
r e t u r n s and any amended Tax r e t u r n r e q u i r e d t o be f i l e d w i t h 
any t a x i n g a u t h o r i t y w i t h respect t o Taxes. 

SECTION 3.10. Absence of Changes i n B e n e f i t 
Plans. Except as d i s c l o s e d i n the Company D i s c l o s u r e 
L e t t e r , from December 31, 1998 t o the date of t h i s 
Agreement, there has not been any adoption or amendment i n 
any m a t e r i a l respect by the Company or any Company 
Subs i d i a r y of (a) any c o l l e c t i v e b a r g a i n i n g agreements, 
(b) any bonus, pension, p r o f i t s h a r i n g , d e f e r r e d 
compensation, i n c e n t i v e compensation, stock ownership, stock 
purchase, stock o p t i o n , phantom stock, r e t i r e m e n t , v a c a t i o n , 
severance, d i s a b i l i t y , death b e n e f i t , h o s p i t a l i z a t i o n , 
medical o r other p l a n , program, p o l i c y , arrangement or 
understanding (whether or not l e g a l l y b i n d i n g ) p r o v i d i n g 
b e n e f i t s t o any c u r r e n t or former employee, o f f i c e r or 
d i r e c t o r of the Company or any Company Su b s i d i a r y o r any 
b e n e f i c i a r y o r dependent t h e r e o f , t h a t i s sponsored o r 
maintained by the Company or any Company Su b s i d i a r y o r t o 
which the Company or any Company Su b s i d i a r y c o n t r i b u t e s or 
i s o b l i g a t e d t o c o n t r i b u t e ( c o l l e c t i v e l y , "Company B e n e f i t 
Plans") o r (c) any Company Employment Arrangements (as 
de f i n e d h e r e i n ) . Except as d i s c l o s e d i n the Company 
Disc l o s u r e L e t t e r , as o f the date o f t h i s Agreement th e r e 
are not any employment, c o n s u l t i n g , i n d e m n i f i c a t i o n , change-
o f - c o n t r o l , severance o r t e r m i n a t i o n agreements or 
arrangements between the Company or any Company SuJosidiary 
and any c u r r e n t o r former employee, o f f i c e r o r d i r e c t o r of 
the Company or any Company Subsidiary ( c o l l e c t i v e l y , the 
"Company Employment Arrangements"). 

SECTION 3.11. ERISA Compliance: Excess Parachute 
Payments. (a) The Company Dis c l o s u r e L e t t e r i n c l u d e s a 
complete l i s t of a l l m a t e r i a l Company B e n e f i t Plans and 
Company Employment Arrangements as o f the date of t h i s 
Agreement. With respect t o each Company B e n e f i t Plan (other 
than a multiemployer p l a n w i t h i n the meaning of 
Section 4001(a)(3) of ERISA) and Company Employment 
Arrangement, the Company has d e l i v e r e d t o Parent t r u e , 
complete and c o r r e c t copies o f ( i ) each such Company B e n e f i t 
Plan o r Company Employment Arrangement (or, i n the case of 
any u n w r i t t e n p l a n o r arrangement, a d e s c r i p t i o n t h e r e o f ) , 
( i i ) the most recent annual r e p o r t on the a p p l i c a b l e 
Form 5500 s e r i e s f i l e d w i t h the I n t e r n a l Revenue Service ( i f 
any such r e p o r t was r e q u i r e d ) , i n c l u d i n g a l l schedules and 
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attachments t h e r e t o , ( i i i ) t h e most recent summary p l a n 
d e s c r i p t i o n ( i f a summary p l a n d e s c r i p t i o n i s re q u i r e d ) and 
a l l summaries of m a t e r i a l m o d i f i c a t i o n s t h e r e t o , ( i v ) each 
t r u s t agreement, group a n n u i t y c o n t r a c t o r ot h e r f u n d i n g 
v e h i c l e r e l a t i n g t o any such Company B e n e f i t Plan o r Company 
Employment Arrangement, (v) the most recent a c t u a r i a l r e p o r t 
or v a l u a t i o n r e l a t i n g t h e r e t o and ( v i ) the most recent 
d e t e r m i n a t i o n l e t t e r s issued by the I n t e r n a l Revenue Service 
w i t h respect t o Company B e n e f i t Plans t h a t are intended t o 
be q u a l i f i e d and exempt from Federal income taxes under 
Sections 401(a) and 501(a), r e s p e c t i v e l y , of the Code 
( " Q u a l i f i e d Plans") and l e t t e r s o f r e c o g n i t i o n of exemption 
w i t h respect t o any Company B e n e f i t Plan o r r e l a t e d t r u s t 
t h a t i s intended to.meet the requirements of Se c t i o n 
501(c)(9) of the Code. 

(b) With respect t o the Company B e n e f i t Plans and 
Company Employment Arrangements, i n d i v i d u a l l y and i n the 
aggregate, no event has occurred and, t o the knowledge of 
the Company, there e x i s t s no c o n d i t i o n o r set of 
circumstances, i n connection w i t h which the Company or any 
Company Subsidiary could be su b j e c t t o any l i a b i l i t y t h a t 
has had or could reasonably be expected t o have a Company 
M a t e r i a l Adverse E f f e c t (except l i a b i l i t y f o r b e n e f i t s 
claims and funding o b l i g a t i o n s payable i n the o r d i n a r y 
course) under the Employee Retirement Income S e c u r i t y Act of 
1974, as amended ("ERISA"), the Code o r any o t h e r a p p l i c a b l e 
law. For purposes of t h i s Section 3.11(b), t h e term 
"Company B e n e f i t Plan" s h a l l a l s o i n c l u d e any employee 
b e n e f i t p l a n w i t h i n the meaning of Section 3(3) of ERISA 
t h a t , w i t h i n the l a s t s i x years, was sponsored o r maintained 
by any e n t i t y which would be t r e a t e d under Section 414 of 
the Code as a s i n g l e employer w i t h the Company or any 
Company Subsidiary or t o which' any such e n t i t y c o n t r i b u t e d 
or was o b l i g a t e d t o c o n t r i b u t e . 

(c) Each Company B e n e f i t Plan and each Company 
Employment Arrangement has been administered i n accordance 
w i t h i t s terms except f o r any f a i l u r e s so t o ad m i n i s t e r any 
Company B e n e f i t Plan o r Company Employment Arrangement as 
have not had and could not reasonably be expected t o have, 
i n d i v i d u a l l y o r i n the aggregate, a Company M a t e r i a l Adverse 
E f f e c t . The Company, a l l Company S u b s i d i a r i e s and a l l the 
Company B e n e f i t Plans and Company Employment Arrangements 
are i n compliance w i t h the a p p l i c a b l e p r o v i s i o n s of ERISA, 
the Code and a l l other a p p l i c a b l e laws and the r u l e s and 
r e g u l a t i o n s thereunder and the terms o f a l l a p p l i c a b l e 
c o l l e c t i v e b a r g a i n i n g agreements, except f o r any f a i l u r e s t o 
be i n such compliance as have not had and could not 
reasonably be expected t o have, i n d i v i d u a l l y o r i n the 
aggregate, a Company M a t e r i a l Adverse E f f e c t . Except as 
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d i s c l o s e d i n the Company Disclosure L e t t e r , t h e r e are no 
pending or, t o the knowledge of the Company, threatened or 
a n t i c i p a t e d claims under or w i t h respect t o any Company 
Be n e f i t Plan or Company Employment Arrangement by or on 
behalf of any c u r r e n t o r former employee, o f f i c e r o r 
d i r e c t o r , o r dependent or b e n e f i c i a r y t h e r e o f , or otherwise 
(other than r o u t i n e claims f o r b e n e f i t s ) . 

(d) Except as d i s c l o s e d i n the Company Dis c l o s u r e 
L e t t e r , ( i ) no c u r r e n t or former employee, o f f i c e r o r 
d i r e c t o r o f the Company or any Company Subsidiary w i l l be 
e n t i t l e d t o any a d d i t i o n a l r i g h t s o r b e n e f i t s o r any 
a c c e l e r a t i o n of the time of payment or v e s t i n g of any 
b e n e f i t s under any Company B e n e f i t Plan or Company 
Employment Arrangement, and no t r u s t e e under any " r a b b i 
t r u s t " , o r s i m i l a r arrangement maintained i n connection w i t h 
any Company B e n e f i t Plan or Company Employment Arrangement 
w i l l be e n t i t l e d t o any payment, as a r e s u l t ( e i t h e r alone 
or upon the occurrence of any a d d i t i o n a l or f u r t h e r acts or 
events) of the execu t i o n of t h i s Agreement or the 
consummation, announcement or ot h e r a c t i o n s r e l a t i n g t o the 
Transactions and ( i i ) no amount payable t o any c u r r e n t or 
former employee, o f f i c e r or d i r e c t o r o f the Company or any 
Company Su b s i d i a r y w i l l f a i l t o be d e d u c t i b l e by reason of 
Section 2BOG o f the Code. 

(e) Each Company B e n e f i t Plan intended t o be a 
Q u a l i f i e d Plan has received a f a v o r a b l e d e t e r m i n a t i o n l e t t e r 
from the I n t e r n a l Revenue Service t h a t i t i s so q u a l i f i e d 
and n o t h i n g has occurred since the date of such l e t t e r t h a t 
could reasonably be expected t o a f f e c t the q u a l i f i e d s t a t u s 
of such Company B e n e f i t Plan. 

( f ) The aggregate accumulated b e n e f i t o b l i g a t i o n s 
of each Company B e n e f i t Plan subjec t t o T i t l e IV of ERISA 
(as of the date of the most recent a c t u a r i a l v a l u a t i o n 
prepared f o r such Company B e n e f i t Plan) do not exceed the 
f a i r market value of the assets of such pla n (as of the date 
of such v a l u a t i o n ) . 

(g) A l l c o n t r i b u t i o n s and other payments r e q u i r e d 
t o have been made f o r any completed h i s t o r i c a l p e r i o d by the 
Company or any Company Subsidiary t o any Company B e n e f i t 
Plan or Company Employment Arrangement (or t o any person 
pursuant t o the terms t h e r e o f ) have been t i m e l y made or p a i d 
i n f u l l , o r , t o the extent not r e q u i r e d t o be made o r p a i d 
f o r such p e r i o d , have been r e f l e c t e d i n the co n s o l i d a t e d 
f i n a n c i a l statements of the Company. 

(h) Except as d i s c l o s e d i n the Company Disclosure 
L e t t e r , no Company B e n e f i t Plan i s a multiemployer p l a n 
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w i t h i n the meaning o f Section 4001 (a) (3) of ERISA, and none 
of the Company or any Company Subsidiary has, at any time 
d u r i n g the l a s t s i x years, c o n t r i b u t e d t o or been o b l i g a t e d 
t o c o n t r i b u t e t o any such multiemployer p l a n . For purposes 
of the r e p r e s e n t a t i o n s and w a r r a n t i e s made i n the l a s t 
sentence of Section 3.11(c) and i n Sections 3.11(e) and ( f ) , 
the term "Company B e n e f i t Plan" s h a l l be deemed t o exclude 
any such multiemployer p l a n . 

SECTION 3.12. L i t i g a t i o n . Except as d i s c l o s e d i n 
the F i l e d Company SEC Documents or i n the Company Disclosure 
L e t t e r , t h e r e i s no s u i t , a c t i o n o r proceeding pending or, 
t o the knowledge of the Company, threatened against the 
Company or any Company Subsidiary t h a t , i n d i v i d u a l l y or i n 
the aggregate, has had or could reasonably be expected t o 
have a Company M a t e r i a l Adverse E f f e c t , nor i s there any 
Judgment ou t s t a n d i n g against the Company o r any Company 
Subs i d i a r y t h a t has had or could reasonably be expected t o 
have a Company M a t e r i a l Adverse E f f e c t . 

SECTION 3 .13. Compliance w i t h A p p l i c a b l e Laws: 
Permits. (a) Except as d i s c l o s e d i n the F i l e d Company SEC 
Documents or i n t h e Company D i s c l o s u r e L e t t e r , the Company 
and the Company S u b s i d i a r i e s are i n compliance w i t h the 
terms of a l l Company Permits (as d e f i n e d i n Section 3.13(b)) 
and a l l A p p l i c a b l e Laws, except f o r instances of 
noncompliance t h a t , i n d i v i d u a l l y and i n the aggregate, have 
not had and could not reasonably be expected t o have a 
Company M a t e r i a l Adverse E f f e c t . This Section 3.13 does not 
r e l a t e t o matters w i t h respect t o Taxes, which are the 
sub j e c t of Section 3.09, Environmental Laws, which are the 
sub j e c t o f Section 3.17, b e n e f i t s p l a n s , which are the 
sub j e c t o f Section 3.11 and the o p e r a t i o n o f nuclear power 
p l a n t s , which are the subject of Section 3.19. 

(b) Except as d i s c l o s e d i n the F i l e d Company SEC 
Documents or i n the Company Dis c l o s u r e L e t t e r , the Company 
and t he Company S u b s i d i a r i e s own or have s u f f i c i e n t r i g h t s 
and consents t o use under e x i s t i n g f r a n c h i s e s , permits, 
easements, leases, and l i c e n s e agreements (the "Company 
Permits") a l l p r o p e r t i e s , r i g h t s and assets necessary f o r 
the conduct of t h e i r business and oper a t i o n s as c u r r e n t l y 
conducted, except where the f a i l u r e t o own or have 
s u f f i c i e n t r i g h t s t o such p r o p e r t i e s , r i g h t s and assets, 
i n d i v i d u a l l y o r i n the aggregate, have not had and could not 
reasonably be expected t o have a Company M a t e r i a l Adverse 
E f f e c t . Except as pro v i d e d i n the I l l i n o i s E l e c t r i c 
Customer Choice and Rate R e l i e f Law o f 1997, t o the 
knowledge o f the Company, no other p r i v a t e c o r p o r a t i o n can 
commence e l e c t r i c p u b l i c u t i l i t y o p e r a t i o n s i n any p a r t of 
the r e s p e c t i v e t e r r i t o r i e s now served by the Company or any 
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Company Subsidiary, w i t h o u t o b t a i n i n g a c e r t i f i c a t e of 
p u b l i c convenience and n e c e s s i t y from the a p p l i c a b l e s t a t e 
u t i l i t y commission. 

SECTION 3.14. Brokers •• Schedule o f Fees and 
Expenses. No broker, investment banker, f i n a n c i a l a d v i s o r 
or o t h e r person, other than Wasserstein P e r e l l a & Co. and 
Goldman Sachs & Co., the fees and expenses o f which w i l l be 
pai d by the Company, i s e n t i t l e d t o any broker's, f i n d e r ' s , 
f i n a n c i a l advisor's o r ot h e r s i m i l a r fee or commission i n 
connection w i t h the Second Step Merger and the o t h e r 
Transactions based upon arrangements made by o r on behal f of 
the Company. 

SECTION 3.15. Opinion of F i n a n c i a l Advisor. The 
Company has received the o p i n i o n of Wasserstein P e r e l l a & 
Co., dated as of January 6, 2000, t o the e f f e c t t h a t , as of 
such date, the Company Merger Cons i d e r a t i o n i s f a i r t o the -
holders of Company Common Stock from a f i n a n c i a l p o i n t of 
view, a signed copy of which o p i n i o n has been d e l i v e r e d t o 
Parent. 

SECTION 3.16. Year 2000. The Company SEC 
Documents f a i r l y summarize the s t a t u s o f the Company's 
computer a p p l i c a t i o n s and components, m o d i f i c a t i o n o r 
readiness p l a n , communications w i t h s u p p l i e r s and vendors, 
contingency plans and estimated cost of remediation as they 
r e l a t e t o the Year 2000 issue. The Company has made 
a v a i l a b l e t o Parent copies of a l l correspondence between the 
Company and i t s t h i r d p a r t y s u p p l i e r s and vendors concerning 
t h e i r Year 2000 compliance. 

SECTION 3.17. Environmental Matters. 
(a) Compliance. Except as set f o r t h i n the F i l e d Company 
SEC Documents or i n the Company Dis c l o s u r e L e t t e r , the 
Company and each of the Company S u b s i d i a r i e s i s and has been 
i n compliance w i t h a l l a p p l i c a b l e Environmental Laws (as 
defin e d below), except where the f a i l u r e t o so comply, 
i n d i v i d u a l l y or i n the aggregate, has not had and could not 
reasonably be expected t o have a Company M a t e r i a l Adverse 
E f f e c t . 

(b) Environmental Permits. Except as set f o r t h 
i n the F i l e d Company SEC Documents or i n the Company 
Disclosure L e t t e r , ( i ) the Company and each o f the Company 
S u b s i d i a r i e s has obtained o r has a p p l i e d f o r a l l 
Environmental Permits (as d e f i n e d below) necessary f o r the 
c o n s t r u c t i o n of t h e i r f a c i l i t i e s o r the conduct o f t h e i r 
o p erations, except where the f a i l u r e t o so o b t a i n , 
i n d i v i d u a l l y o r i n the aggregate, has not had and could not 
reasonably be expected t o have a Company M a t e r i a l Adverse 
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E f f e c t and ( i i ) a l l such Environmental Permits are i n good 
standing or, where a p p l i c a b l e , a renewal a p p l i c a t i o n has 
been t i m e l y f i l e d and i s pending agency approval, except 
where the f a i l u r e of such Environmental Permits t o be i n 
good standing or t o have f i l e d a renewal a p p l i c a t i o n on a 
t i m e l y basis has not had and could not reasonably be 
expected t o have, i n d i v i d u a l l y o r i n the aggregate, a 
Company M a t e r i a l Adverse E f f e c t . 

(c) Environmental Claims. Except as set f o r t h i n 
the F i l e d Company SEC Documents or i n the Company Disclosure 
L e t t e r , there are no Environmental Claims (as d e f i n e d below) 
t h a t have had or could reasonably be expected t o have, 
i n d i v i d u a l l y or i n the aggregate, a Company M a t e r i a l Adverse 
E f f e c t , pending or, t o the knowledge of the Company, 
threatened against the Company or any o f the Company 
Su b s i d i a r i e s . 

(d) Releases. Except as set f o r t h i n the F i l e d 
Company SEC Documents or i n the Company D i s c l o s u r e L e t t e r , 
t h e r e have been no Releases (as d e f i n e d below) o f any 
Hazardous M a t e r i a l s (as d e f i n e d below) t h a t c ould be 
reasonably l i k e l y t o form the basis of any Environmental 
Claim against the Company or any of the Company 
Su b s i d i a r i e s , except f o r any Environmental Claim which, 
i n d i v i d u a l l y o r i n the aggregate, has not had and could not 
reasonably be expected t o have a Company M a t e r i a l Adverse 
E f f e c t . 

(e) Assumed and Retained L i a b i l i t i e s . Except as 
di s c l o s e d i n the F i l e d Company SEC Documents or i n the 
Company Disclosure L e t t e r , none of the Company or the 
Company Subs i d i a r i e s has r e t a i n e d or assumed e i t h e r 
c o n t r a c t u a l l y o r by o p e r a t i o n o f law any l i a b i l i t i e s o r 
o b l i g a t i o n s t h a t could reasonably be l i k e l y t o form the 
basis f o r any Environmental Claim, which has had and could 
reasonably be expected t o have, i n d i v i d u a l l y o r i n the 
aggregate, a Company M a t e r i a l Adverse E f f e c t . 

( f ) D e f i n i t i o n s . As used i n t h i s Agreement: 

( i ) "Environmental Claims" means, i n respect of 
any person, any and a l l a d m i n i s t r a t i v e , r e g u l a t o r y o r 
j u d i c i a l a c t i o n s , s u i t s , o rders, decrees, s u i t s , 
demands, d i r e c t i v e s , claims, l i e n s , i n v e s t i g a t i o n s , 
proceedings or n o t i c e s of noncompliance o r v i o l a t i o n by 
any person, a l l e g i n g p o t e n t i a l l i a b i l i t y ( i n c l u d i n g 
p o t e n t i a l r e s p o n s i b i l i t y or l i a b i l i t y f o r enforcement 
costs, i n v e s t i g a t o r y costs, cleanup c o s t s , governmental 
response costs, removal costs, remedial c o s t s , mining 
r e s t o r a t i o n o r r e h a b i l i t a t i o n costs, n a t u r a l resources 
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damages, p r o p e r t y damages, personal i n j u r i e s o r 
p e n a l t i e s ) a r i s i n g out o f , based on or r e s u l t i n g from 
(A) the presence or Release of any Hazardous M a t e r i a l s 
a t any l o c a t i o n , whether or not owned, operated, leased 
or managed by such person; or (B) circumstances forming 
the basis of any v i o l a t i o n or a l l e g e d v i o l a t i o n o f any 
Environmental Law or (C) any and a l l claims by any 
t h i r d p a r t y seeking damages, c o n t r i b u t i o n , indemni­
f i c a t i o n , cost recovery, compensation o r i n j u n c t i v e 
r e l i e f r e s u l t i n g from the presence. Release o f , or 
exposure t o , any Hazardous M a t e r i a l s . 

( i i ) "Environmental Laws" means a l l f e d e r a l , 
s t a t e , l o c a l and f o r e i g n laws ( i n c l u d i n g i n t e r n a t i o n a l 
conventions, p r o t o c o l s and t r e a t i e s ) , common law, 
r u l e s , r e g u l a t i o n s , orders, decrees, judgments, b i n d i n g 
agreements or Environmental Permits issued, promulgated 
o r entered i n t o by or w i t h any Governmental E n t i t y , 
r e l a t i n g t o p o l l u t i o n o r the environment ( i n c l u d i n g 
ambient a i r , surface water, groundwater, land surface 
or subsurface s t r a t a ) , i n c l u d i n g laws and r e g u l a t i o n s 
r e l a t i n g t o noise l e v e l s , n u clear operations, Releases 
of Hazardous M a t e r i a l s , o r otherwise r e l a t i n g t o the 
gener a t i o n , manufacture, processing, d i s t r i b u t i o n , use, 
treatment, storage, t r a n s p o r t or h a n d l i n g of Hazardous 
M a t e r i a l s . 

( i i i ) "Environmental Permits" means a l l p e r m i t s , 
l i c e n s e s , r e g i s t r a t i o n s and other governmental 
a u t h o r i z a t i o n s r e q u i r e d under a p p l i c a b l e Environmental 
Laws. 

( i v ) "Hazardous M a t e r i a l s " means (A) any petroleum 
or petroleum products, r a d i o a c t i v e m a t e r i a l s o r wastes, 
spent nuclear f u e l , coal ash, asbestos i n any form t h a t 
i s o r could become f r i a b l e , urea formaldehyde foam 
i n s u l a t i o n and p o l y c h l o r i n a t e d biphenyls ("PCBs"): 
(B) any chemicals, m a t e r i a l s , substances or wastes 
which are defined as or i n c l u d e d i n the d e f i n i t i o n o f 
"hazardous substances," "hazardous wastes," "hazardous 
m a t e r i a l s , " "extremely hazardous wastes," " r e s t r i c t e d 
hazardous wastes," " p o l l u t a n t , " " t o x i c substances," 
"source," " s p e c i a l nuclear," and "byproducts" o r words 
of s i m i l a r import under any Environmental Law; and 
(C) any chemical, m a t e r i a l , substance o r waste t h a t i s 
p r o h i b i t e d , l i m i t e d or r e g u l a t e d pursuant t o any 
Environmental Law. 

(v) "Release" means any a c t u a l or th r e a t e n e d 
release, s p i l l , emission, l e a k i n g , dumping, i n j e c t i o n , 
p o u r i n g , deposit, d i s p o s a l , discharge, d i s p e r s a l , 
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leaching or migration i n t o the environment (including 
ambient a i r , surface water, groundwater, land surface 
or subsurface strata) or w i t h i n any b u i l d i n g , 
structure, f a c i l i t y or f i x t u r e . 

SECTION 3.18. Labor and Employee Relations. 
(a) Except as set f o r t h i n the Company Disclosure Letter, 
( i ) neither the Company nor any of the Company Subsidiaries 
i s a party t o any c o l l e c t i v e bargaining agreement or other 
labor agreement with any union or labor organization and 
( i i ) to the knowledge of the Company, there i s no current 
union representation question involving employees of the 
Company or any of the Company Subsidiaries, nor does the 
Company have knowledge of any a c t i v i t y or proceeding of any 
labor organization (or representative thereof) or employee 
group t o organize any such employees, except t o the extent 
i t , i n d i v i d u a l l y or i n the aggregate, has not had and could 
not reasonably be expected t o have a Company Material 
Adverse Ef f e c t . 

(b) Except as set f o r t h i n the Company Disclosure 
Letter, or except t o the extent the following, i n d i v i d u a l l y 
or i n the aggregate, have not had and could not reasonably 
be expected t o have a Company Material Adverse Effect, 
(A) there i s no un f a i r labor practice, employment 
discrimination or other charge, claim, s u i t , action or 
proceeding against the Company or any of the Company 
Subsidiaries pending, or to the knowledge of the Company, 
threatened before any court, governmental department, 
commission, agency, instrumentality or a u t h o r i t y or any 
a r b i t r a t o r and (B) there i s no s t r i k e , lockout or material 
dispute, slowdown or work stoppage pending or, to the 
knowledge of the Company, threatened against or involving 
the Company. 

SECTION 3.19. Operations of Nuclear Power Plants. 
Except as set f o r t h i n the Filed Company SEC Documents or i n 
the Company Disclosure Letter, (a) the operations of the 
nuclear generation stations ( c o l l e c t i v e l y , the "Company 
Nuclear F a c i l i t i e s ' 1 ) currently or formerly owned, i n whole 
or p a r t , by the Company or any of i t s a f f i l i a t e s are and 
have been conducted i n compliance with a l l Applicable Laws 
and Company Permits, except f o r such f a i l u r e s t o comply 
that, i n d i v i d u a l l y or i n the aggregate, have not had and 
could not reasonably be expected t o have a Company Material 
Adverse Effec t , (b) each of the Company Nuclear F a c i l i t i e s 
maintains, and i s i n compliance with, ( i ) emergency plans 
designed t o respond to an unplanned Release therefrom of 
radioactive materials, ( i i ) plans f o r the decommissioning of 
each of the Company Nuclear F a c i l i t i e s , ( i i i ) plans f o r the 
storage and disposal of spent nuclear f u e l , and each such 
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plan enumerated i n ( i ) through ( i i i ) conform w i t h the 
requirements of A p p l i c a b l e Law, and (c) the Company has 
funded c o n s i s t e n t w i t h reasonable budget p r o j e c t i o n s the 
cu r r e n t or f u t u r e decommissioning of each Company Nuclear 
F a c i l i t y and the storage and disp o s a l of spent nuclear f u e l . 

SECTION 3.20. Parent Share Ownership. N e i t h e r 
the Company nor any Company Subsidiary owns any shares of 
Parent C a p i t a l Stock o r oth e r s e c u r i t i e s c o n v e r t i b l e i n t o 
Parent C a p i t a l Stock. 

SECTION 3.21. Regulation as a U t i l i t y . ComEd i s 
re g u l a t e d as a p u b l i c u t i l i t y by the State of I l l i n o i s . 
Commonwealth Edison Company of Indiana, I n c . , an Indiana 
c o r p o r a t i o n , i s r e g u l a t e d as a p u b l i c u t i l i t y by the State 
of Indiana and by no o t h e r s t a t e . Except as set f o r t h i n 
the previous sentence, n e i t h e r the Company nor any 
"s u b s i d i a r y company" o r " a f f i l i a t e " o f the Company i s 
subject t o r e g u l a t i o n as a p u b l i c u t i l i t y o r p u b l i c s e r v i c e 
company (or s i m i l a r designation) by any oth e r s t a t e i n the 
United States or any f o r e i g n country. The Company and ComEd 
are p u b l i c u t i l i t y h o l d i n g companies as d e f i n e d by PUHCA, 
but c u r r e n t l y c l a i m exemptions from r e g i s t r a t i o n under PUHCA 
under Sections 3 ( a ) ( 1 ) and 3 ( a ) ( 2 ) , r e s p e c t i v e l y , o f PUHCA 
pursuant t o orders o f the SEC issued thereunder. 

SECTION 3.22. Contracts: No D e f a u l t . Except as 
di s c l o s e d i n the F i l e d Company SEC Documents or entered i n t o 
a f t e r the date of t h i s Agreement w i t h o u t v i o l a t i n g any 
covenant of t h i s Agreement, there are no c o n t r a c t s o r 
agreements t h a t are m a t e r i a l t o the business, p r o p e r t i e s , 
assets, c o n d i t i o n ( f i n a n c i a l or ot h e r w i s e ) , r e s u l t s of 
operations o r prospects of the Company and the Company 
S u b s i d i a r i e s taken as a whole. Neit h e r the Company nor any 
of the Company S u b s i d i a r i e s i s i n v i o l a t i o n o f or i n d e f a u l t 
under (nor does th e r e e x i s t any c o n d i t i o n which upon the 
passage o f time o r the g i v i n g o f n o t i c e would cause such a 
v i o l a t i o n o f o r d e f a u l t under) any loan or c r e d i t agreement, 
note, bond, mortgage, indenture, lease, p e r m i t , concession, 
f r a n c h i s e , l i c e n s e o r any other c o n t r a c t , agreement, 
arrangement o r understanding, t o which i t i s a p a r t y o r by 
which i t o r any o f i t s p r o p e r t i e s or assets i s bound, except 
f o r v i o l a t i o n s o r d e f a u l t s t h a t have not had and co u l d not 
reasonably be expected t o have, i n d i v i d u a l l y o r i n the 
aggregate, a Company M a t e r i a l Adverse E f f e c t . 

SECTION 3.23. T i t l e t o P r o p e r t i e s . Except as set 
f o r t h i n the Company Di s c l o s u r e L e t t e r each o f the Company 
and each o f the Company S u b s i d i a r i e s has good and s u f f i c i e n t 
t i t l e to i t s physical properties and assets, or valid 
leasehold i n t e r e s t s , easements or other a p p r o p r i a t e 
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i n t e r e s t s t h e r e i n o r t h e r e t o s u f f i c i e n t t o conduct i t s 
business as p r e s e n t l y conducted or intended t o be conducted, 
except f o r such as are no longer used or u s e f u l i n the 
conduct of i t s businesses or as have been disposed of i n the 
or d i n a r y course of business and except f o r Liens, defects i n 
t i t l e , easements, r e s t r i c t i v e covenants and s i m i l a r 
encumbrances or impediments set f o r t h i n the Company 
Disclosure L e t t e r o r t h a t , i n the aggregate, do not and w i l l 
not m a t e r i a l l y i n t e r f e r e w i t h i t s a b i l i t y t o conduct i t s 
business as c u r r e n t l y conducted or intended t o be conducted. 

SECTION 3.24. I n t e l l e c t u a l Property. The Company 
and the Company S u b s i d i a r i e s own, or are v a l i d l y l i c e n s e d o r 
otherwise have the r i g h t t o use, a l l p a t e n t s , patent r i g h t s , 
trademarks, trademark r i g h t s , t r a d e names, tr a d e name 
r i g h t s , s e r v i c e marks, s e r v i c e mark r i g h t s , c o p y r i g h t s and 
oth e r p r o p r i e t a r y i n t e l l e c t u a l p r o p e r t y r i g h t s and computer 
programs ( c o l l e c t i v e l y , " I n t e l l e c t u a l Property Rights") 
which are m a t e r i a l t o the conduct of the business of the 
Company and the Company S u b s i d i a r i e s , taken as a whole. 
Except as set f o r t h i n the Company Disclosure L e t t e r , no 
claims are pending or, t o the knowledge of the Company, 
threatened t h a t the Company or any of the Company 
Su b s i d i a r i e s i s i n f r i n g i n g o r otherwise adversely a f f e c t i n g 
the r i g h t s of any person w i t h regard t o any I n t e l l e c t u a l 
Property Right. To the knowledge of the Company, except as 
set f o r t h i n the Company Dis c l o s u r e L e t t e r , no person i s 
i n f r i n g i n g the r i g h t s o f the Company or any of the Company 
Su b s i d i a r i e s w i t h respect t o any I n t e l l e c t u a l Property Right 
except as has not had and could not reasonably be expected 
t o have a Company M a t e r i a l Adverse E f f e c t . 

Section 3.25. Hedging. Except as set f o r t h i n 
the Company Disclosure L e t t e r , none of the Company or the 
Company S u b s i d i a r i e s engages i n any n a t u r a l gas, e l e c t r i c i t y 
o r o t h e r f u t u r e s or o p t i o n s t r a d i n g o r i s a p a r t y t o any 
p r i c e swaps, hedges, f u t u r e s o r s i m i l a r instruments, except 
f o r t r a n s a c t i o n s and agreements entered i n t o , or hedge 
c o n t r a c t s , f o r the purchase or sale of e l e c t r i c i t y o r 
hydrocarbons t o which the Company or any Company Subsidiary 
i s a p a r t y t h a t are i n accordance w i t h the general p r a c t i c e s 
of other s i m i l a r l y s i t u a t e d companies i n the i n d u s t r y . 

Section 3.26. Regulatory Proceedings. Except as 
set f o r t h i n the Company Dis c l o s u r e L e t t e r , and other than 
f u e l adjustment or purchase gas adjustment o r s i m i l a r 
a d j u s t i n g r a t e mechanisms, none of the Company or the 
Company S u b s i d i a r i e s a l l o r p a r t of whose r a t e s or serv i c e s 
are r e g u l a t e d by a Governmental E n t i t y (a) i s a p a r t y t o any 
r a t e proceeding before a Governmental E n t i t y t h a t would 
reasonably be expected t o r e s u l t i n orders having a Company 

[JWCorpj962853.6:3815:02/10/2000-'7:34p) 



33 

M a t e r i a l Adverse E f f e c t or (b) has r a t e s t h a t have been or 
are being c o l l e c t e d s u b j e c t t o refund, pending f i n a l 
r e s o l u t i o n of any r a t e proceeding pending before a 
Governmental E n t i t y o r on appeal t o a c o u r t . 

ARTICLE IV 

Representations and Warranties o f Parent and Newco 

Parent and Newco, j o i n t l y and s e v e r a l l y , represent 
and warrant t o the Company as f o l l o w s : 

SECTION 4.01. O r g a n i z a t i o n . Standing and Power. 
Each of Parent and each of i t s s u b s i d i a r i e s , i n c l u d i n g Newco 
(the "Parent S u b s i d i a r i e s " ) , i s d u l y organized, v a l i d l y 
e x i s t i n g and i n good sta n d i n g under the laws of the 
j u r i s d i c t i o n in.which i t i s organized and has f u l l corporate 
power and a u t h o r i t y and possesses a l l governmental 
f r a n c h i s e s , licenses, p e r m i t s , a u t h o r i z a t i o n s and approvals 
necessary t o enable i t t o own, lease o r otherwise h o l d i t s 
p r o p e r t i e s and assets and t o conduct i t s businesses as 
conducted as of the date of t h i s Agreement, o t h e r than such 
f r a n c h i s e s , licenses, p e r m i t s , a u t h o r i z a t i o n s and approvals 
the l a c k o f which, i n d i v i d u a l l y or i n the aggregate, has not 
had and could not reasonably be expected t o have a M a t e r i a l 
Adverse E f f e c t on Parent (a "Parent M a t e r i a l Adverse 
E f f e c t " ) . Parent and each Parent S u b s i d i a r y i s du l y 
q u a l i f i e d t o do business i n each j u r i s d i c t i o n where the 
nature of i t s business o r t h e i r ownership or l e a s i n g of i t s 
p r o p e r t i e s make such q u a l i f i c a t i o n necessary, o t h e r than 
such q u a l i f i c a t i o n s the lac k o f which, i n d i v i d u a l l y or. i n 
the aggregate, has not had and could not reasonably be 
expected t o have a Parent M a t e r i a l Adverse E f f e c t . Parent 
has made a v a i l a b l e t o the Company t r u e and complete copies 
of the amended and r e s t a t e d a r t i c l e s o f i n c o r p o r a t i o n of 
Parent, as amended t o the date of t h i s Agreement (as so 
amended, the "Parent C h a r t e r " ) . and the By-laws of Parent, 
as amended t o the date of t h i s Agreement (as so amended, the 
"Parent By-laws"), and the comparable c h a r t e r o r 
o r g a n i z a t i o n a l documents o f Newco and each o t h e r Parent 
Sub s i d i a r y , i n each case as amended through the date of t h i s 
Agreement. 

SECTION 4.02. Parent S u b s i d i a r i e s : E q u i t y 
I n t e r e s t s . (a) The l e t t e r , dated as of the date of t h i s 
Agreement, from Parent t o the Company (the "Parent 
D i s c l o s u r e L e t t e r " ) l i s t s each Parent S u b s i d i a r y and i t s 
j u r i s d i c t i o n of o r g a n i z a t i o n and s p e c i f i e s each of the 
Parent S u b s i d i a r i e s t h a t i s , and as o f the date of t h i s 
Agreement AmerGen (as h e r e i n a f t e r d e f i n e d i s n o t ) , ( i ) a 
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" p u b l i c - u t i l i t y company", a "holding company", a " s u b s i d i a r y 
company", an " a f f i l i a t e " of any p u b l i c - u t i l i t y company, an 
"exempt wholesale generator" or a " f o r e i g n u t i l i t y company" 
w i t h i n the meaning of Section 2 ( a ) ( 5 ) - , 2 ( a ) ( 7 ) , 2 ( a ) ( 8 ) , 
2(a) (11), 32(a)(1) o r 33(a)(3) o f PUHCA, r e s p e c t i v e l y , ( i i ) 
a " p u b l i c u t i l i t y " w i t h i n the meaning of Section 201(e) of 
the Power Act or ( i i i ) a " q u a l i f y i n g f a c i l i t y " w i t h i n the 
meaning of PURPA, or t h a t owns such a q u a l i f y i n g f a c i l i t y . 
A l l the outstanding shares of c a p i t a l stock o f each Parent 
Subsidiary have been v a l i d l y issued and are f u l l y p a i d and 
nonassessable and, except as set f o r t h i n Parent D i s c l o s u r e 
L e t t e r , are owned by Parent, by another Parent S u b s i d i a r y or 
by Parent and another Parent Subsidiary, f r e e and c l e a r o f 
a l l Liens. 

(b) Except f o r i t s i n t e r e s t s i n Parent 
S u b s i d i a r i e s and except f o r the ownership i n t e r e s t s set 
f o r t h i n Parent Disclosure L e t t e r o r i n t e r e s t s acquired 
a f t e r the date of t h i s Agreement w i t h o u t v i o l a t i n g any 
covenant of t h i s Agreement, Parent does not own, d i r e c t l y or 
i n d i r e c t l y , any c a p i t a l stock, membership i n t e r e s t , 
p a r t n e r s h i p i n t e r e s t , j o i n t venture i n t e r e s t o r o t h e r e q u i t y 
i n t e r e s t w i t h a f a i r market value as of the date o f t h i s 
Agreement i n excess of $500,000 i n any person, as reasonably 
determined by Parent. 

(c) Since the date of i t s i n c o r p o r a t i o n , Newco 
has not c a r r i e d on any business o r conducted any oper a t i o n s 
other than the execution of t h i s Agreement, the performance 
of i t s o b l i g a t i o n s hereunder and thereunder and matters 
a n c i l l a r y t h e r e t o . As of the date o f t h i s Agreement, Newco 
has no material..assets or l i a b i l i t i e s . 

SECTION 4.03. C a p i t a l S t r u c t u r e . (a) The 
auth o r i z e d c a p i t a l stock of Parent c o n s i s t s o f 
500,000,000 shares of Parent Common Stock and shares of pre­
f e r r e d stock as set f o r t h i n the Parent D i s c l o s u r e L e t t e r 
(the "Parent P r e f e r r e d Stock" and, toge t h e r w i t h t he Parent 
Common Stock, the "Parent C a p i t a l S t o c k " ) . At the close of 
business on August 31, 1999, ( i ) 203,392,956 shares of 
Parent Common Stock were issued and ou t s t a n d i n g and shares 
of Parent P r e f e r r e d Stock were issued and o u t s t a n d i n g as set 
f o r t h i n the Parent Disclosure L e t t e r , ( i i ) 38,721,900 
shares of Parent Common Stock were h e l d by Parent i n i t s 
t r e a s u r y and ( i i i ) 5,800,841 shares of Parent Common Stock 
were subject t o outstanding Parent Employee Stock Options 
(as d e f i n e d i n Section 6.04) and 5,166,533 a d d i t i o n a l shares 
of the Parent Common Stock were reserved f o r issuance 
pursuant t o Parent Stock Plans (as d e f i n e d i n Se c t i o n 6.04). 
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(b) Except as set f o r t h i n clause (a) of t h i s 
Section 4.03 or i n the Parent Disclosure L e t t e r , a t the 
close of business on August 31, 1999, no shares of c a p i t a l 
stock or other v o t i n g s e c u r i t i e s of Parent were issued, 
reserved f o r issuance or outstanding. 

(c) A l l outstanding shares of Parent C a p i t a l 
Stock are, and a l l such shares t h a t may be issued p r i o r t o 
the Merger E f f e c t i v e Time w i l l be when issued, d u l y 
a u t h o r i z e d , v a l i d l y issued, f u l l y p a i d and nonassessable and 
not subject t o or issued i n v i o l a t i o n of any purchase 
o p t i o n , c a l l o p t i o n , r i g h t of f i r s t r e f u s a l , preemptive 
r i g h t , s u b s c r i p t i o n r i g h t o r any s i m i l a r r i g h t under any 
p r o v i s i o n o f the PBCL, the Parent Charter, the Parent By­
laws or any Contract t o which Parent i s a p a r t y or otherwise 
bound. 

(d) There are not any bonds, debentures, notes o r 
oth e r indebtedness of Parent having the r i g h t t o vote (or 
c o n v e r t i b l e i n t o , or exchangeable f o r , s e c u r i t i e s having the 
r i g h t t o vote) on any matters on which holders of Parent 
Common Stock may vote f"Voting Parent Debt"). 

(e) Except as set f o r t h i n clause (a) o f t h i s 
Section 4.03 or i n the Parent Disclosure L e t t e r , as of the 
date of t h i s Agreement, there are not any o p t i o n s , warrants, 
r i g h t s , c o n v e r t i b l e o r exchangeable s e c u r i t i e s , "phantom" 
stock r i g h t s , stock a p p r e c i a t i o n r i g h t s , stock-based 
performance u n i t s , commitments. Contracts, arrangements o r 
undertakings of any k i n d t o which Parent or any Parent • 
Subs i d i a r y i s a p a r t y or by which any o f them i s bound 
( i ) o b l i g a t i n g Parent o r any Parent S u b s i d i a r y t o issue, 
d e l i v e r or s e l l , o r cause t o be issued, d e l i v e r e d o r s o l d , 
a d d i t i o n a l shares of c a p i t a l stock o r ot h e r e q u i t y i n t e r e s t s 
i n , o r any s e c u r i t y c o n v e r t i b l e or e x e r c i s a b l e f o r o r 
exchangeable i n t o any c a p i t a l stock o f or ot h e r e q u i t y 
i n t e r e s t i n , Parent o r of any Parent S u b s i d i a r y or any 
V o t i n g Parent Debt or ( i i ) o b l i g a t i n g Parent o r any Parent 
S u b s i d i a r y t o issue, grant, extend o r en t e r i n t o any such 
o p t i o n , warrant, c a l l , r i g h t , s e c u r i t y , commitment, 
Contract, arrangement o r undertaking. 

( f ) As of the date of t h i s Agreement, except as 
described i n the Parent Disclosure L e t t e r , t h e r e are not any 
outs t a n d i n g c o n t r a c t u a l o b l i g a t i o n s o f Parent o r any Parent 
S u b s i d i a r y t o repurchase, redeem or otherwise acquire any 
shares of c a p i t a l stock of Parent or any Parent S u b s i d i a r y . 

(g) The autho r i z e d c a p i t a l stock o f Newco 
c o n s i s t s of 500,000,000 shares of common stock, no par 
value, 100,000,000 shares of p r e f e r r e d stock, no par value. 
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and 100,000,000 shares of s e r i e s preference stock, no par 
value, o f which o n l y 100 shares of common stock have been 
v a l i d l y issued, are f u l l y p a i d and nonassessable and are 
owned by Parent f r e e and c l e a r of any Lien. 

SECTION 4.04. A u t h o r i t y : Execution and D e l i v e r y ; 
E n f o r c e a b i l i t y . (a) Each of Parent and Newco has a l l 
r e q u i s i t e corporate power and a u t h o r i t y t o execute and 
d e l i v e r t h i s Agreement and t o consummate the Transactions. 
The e x e c u t i o n and d e l i v e r y by each of Parent and Newco of 
t h i s Agreement and the consummation by i t o f the 
Transactions have been du l y a u t h o r i z e d by a l l necessary 
corporate a c t i o n on the p a r t of Parent and Newco, su b j e c t 
( i ) i n the case of the Merger and the Share Issuance, t o 
r e c e i p t o f the Parent Shareholder Approval {as d e f i n e d i n 
Section 4.04(c)) and ( i i ) adoption by Parent, as sole 
shareholder of Newco, of t h i s Agreement. Each of Parent and 
Newco has d u l y executed and d e l i v e r e d t h i s Agreement, and 
t h i s Agreement c o n s t i t u t e s i t s l e g a l , v a l i d and b i n d i n g 
o b l i g a t i o n , enforceable against i t i n accordance w i t h i t s 
terms. 

(b) The Board o f D i r e c t o r s of Parent (the "Parent 
Board"). a t a meeting d u l y c a l l e d and hel d , d u l y and 
unanimously adopted r e s o l u t i o n s ( i ) approving t h i s 
Agreement, the Merger, the Share Issuance and the ot h e r 
Transactions, ( i i ) determining t h a t the terms of the Merger, 
the Share Issuance and the other Transactions are f a i r t o 
and i n the best i n t e r e s t s of Parent and i t s shareholders and 
( i i i ) d i r e c t i n g t h a t t h i s Agreement be submitted t o a vote 
of Parent's shareholders and recommending t h a t they adopt 
t h i s Agreement and approve the Share Issuance. Such 
r e s o l u t i o n s are s u f f i c i e n t t o render i n a p p l i c a b l e t o t h i s 
Agreement, the Merger, the Share Issuance and the ot h e r 
Transactions, t o the extent otherwise a p p l i c a b l e , the 
p r o v i s i o n s o f Subchapters D (Section 2538), E, F, G, H, I 
and J o f Chapter 25 of the PBCL and ( i i ) the p r o v i s i o n s of 
Sections 508 and 509 of the Parent Charter. To Parent's 
knowledge, no ot h e r s t a t e takeover s t a t u t e o r s i m i l a r 
s t a t u t e o r r e g u l a t i o n a p p l i e s o r p u r p o r t s t o apply t o Parent 
or Newco w i t h respect t o t h i s Agreement, the Merger, the 
Share Issuance or any ot h e r Transaction. 

(c) The onl y vote of holders o f any class or 
s e r i e s o f Parent s e c u r i t i e s necessary t o approve and adopt 
t h i s Agreement, the Merger, the Share Issuance and the other 
Transactions i s the adoption of t h i s Agreement by the 
a f f i r m a t i v e vote of a m a j o r i t y of the votes cast by a l l 
holders o f Parent Common Stock e n t i t l e d t o vote ( c o l l e c ­
t i v e l y , the "Parent Shareholder Approval"). The a f f i r m a t i v e 
vote of the holders of Parent C a p i t a l Stock, o r any of them, 
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i s not necessary t o consummate any Transaction o t h e r than 
the Share Issuance and the Merger. 

SECTION 4.05. No C o n f l i c t s : Consents. 
(a) Except as set f o r t h i n the Parent D i s c l o s u r e L e t t e r , 
the e x e c u t i o n and d e l i v e r y by each- of Parent and Newco of 
t h i s Agreement does n o t , and the consummation of the Merger, 
the Share Issuance and the ot h e r Transactions and compliance 
w i t h the terms hereof and t h e r e o f w i l l not, c o n f l i c t w i t h , 
or r e s u l t i n any v i o l a t i o n o f or d e f a u l t ( w i t h o r w i t h o u t 
n o t i c e o r lapse of time, o r both) under, or g i v e r i s e t o a 
r i g h t of t e r m i n a t i o n , consent, approval, c a n c e l a t i o n or 
a c c e l e r a t i o n of any o b l i g a t i o n o r t o loss o f a m a t e r i a l 
b e n e f i t under, or t o increased, a d d i t i o n a l , a c c e l e r a t e d or 
guaranteed r i g h t s o r e n t i t l e m e n t s of any person under, or 
r e s u l t i n the c r e a t i o n of any Lien upon any of the 
p r o p e r t i e s o r assets o f Parent or any Parent S u b s i d i a r y 
under, any p r o v i s i o n of ( i ) Parent Charter, Parent By-laws 
or the comparable c h a r t e r o r o r g a n i z a t i o n a l documents of any 
Parent Subsidiary, ( i i ) any Contract t o which Parent o r any 
Parent Subsidiary i s a p a r t y o r by which any o f t h e i r 
r e s p e c t i v e p r o p e r t i e s o r assets i s bound or ( i i i ) s u b j e c t t o 
the f i l i n g s and ot h e r matters r e f e r r e d t o i n 
Section 4.05(b), any Judgment or App l i c a b l e Law or w r i t , 
p e rmit or l i c e n s e a p p l i c a b l e t o Parent or any Parent 
Subsidiary o r t h e i r r e s p e c t i v e p r o p e r t i e s o r assets (other 
than i m m a t e r i a l consents, approvals, l i c e n s e s , p e r m i t s , 
orders, a u t h o r i z a t i o n s , r e g i s t r a t i o n s , d e c l a r a t i o n s or 
f i l i n g s , i n c l u d i n g w i t h respect t o communications systems, 
zoning, name changes, occupancy and s i m i l a r r o u t i n e 
r e g u l a t o r y a p p r o v a l s ) , o t h e r than, i n the case o f clauses 

( i i ) and ( i i i ) above, any such items t h a t , i n d i v i d u a l l y o r 
i n the aggregate, have not had and could not reasonably be 
expected t o have a Parent M a t e r i a l Adverse E f f e c t . 

(b) No Consent o f , a c t i o n by or i n respect of, or 
r e g i s t r a t i o n , d e c l a r a t i o n or f i l i n g w i t h , o r n o t i c e t o , any 
Governmental E n t i t y i s r e q u i r e d t o be obtained o r made by or 
w i t h respect t o Parent o r any Parent Subsidiary i n 
connection w i t h the execution, d e l i v e r y and performance of 
t h i s Agreement or the consummation of the Transactions, 
o t h e r than ( i ) compliance w i t h and f i l i n g s under the HSR 
Act, ( i i ) the f i l i n g w i t h the SEC of (A) the Form S-4 and 
the Proxy Statement and (B) such r e p o r t s under the Exchange 
Act, as may be r e q u i r e d i n connection w i t h t h i s Agreement, 
the Merger and the o t h e r Transactions, ( i i i ) t h e f i l i n g o f 
the A r t i c l e s of Exchange, Pennsylvania A r t i c l e s of Merger 
and the Charter Amendment w i t h the Department of State of 
the Commonwealth o f Pennsylvania, the f i l i n g o f the I l l i n o i s 
A r t i c l e s of Merger w i t h , and issuance of a c e r t i f i c a t e of 
merger by, the Secretary of State of the State of I l l i n o i s 
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and the f i l i n g o f a p p r o p r i a t e documents w i t h the r e l e v a n t 
a u t h o r i t i e s of the other j u r i s d i c t i o n s i n which the Company 
i s q u a l i f i e d t o do business, ( i v ) n o t i c e t o , and the consent 
and approval o f , FERC under the Power Act, (v) n o t i c e t o , 
and the consent and approval o f , the NRC under the Atomic 
Energy Act, ( v i ) n o t i c e t o and the consent and approval of 
the Pennsylvania P u b l i c U t i l i t y Commission (the "PPUC"), 
( v i i ) the consents, f i l i n g s and approvals r e q u i r e d under 
PUHCA, ( v i i i ) compliance w i t h and such f i l i n g s as may be 
req u i r e d under a p p l i c a b l e Environmental Laws, ( i x ) such 
f i l i n g s as may be r e q u i r e d i n connection w i t h the taxes 
described i n Section 6.09 and (x) such other items as are 
set f o r t h i n the Parent D i s c l o s u r e L e t t e r ( c o l l e c t i v e l y , 
whether o r not l e g a l l y r e q u i r e d t o be obtained, the "Parent 
Required S t a t u t o r y Approvals"). 

SECTION 4.06. SEC Documents: Undisclosed 
L i a b i l i t i e s . Parent has f i l e d a l l r e p o r t s , schedules, 
forms, statements and ot h e r documents r e q u i r e d t o be f i l e d 
by Parent w i t h the SEC since January 1, 1998 (the "Parent 
SEC Documents"). Each Parent SEC Document complied i n a l l 
m a t e r i a l respects as of i t s r e s p e c t i v e date w i t h the 
requirements o f the Exchange Act or the S e c u r i t i e s Act, as 
the case may be, and the r u l e s and r e g u l a t i o n s of the SEC 
promulgated thereunder a p p l i c a b l e t o such Parent SEC 
Document, and except t o the e x t e n t t h a t i n f o r m a t i o n 
contained i n any Parent SEC Document has been r e v i s e d or 
superseded by a l a t e r f i l e d Parent SEC Document, does not 
con t a i n any untrue statement o f a m a t e r i a l f a c t or omit t o 
s t a t e a m a t e r i a l f a c t r e q u i r e d t o be s t a t e d t h e r e i n or 
necessary i n order t o make the statements t h e r e i n , i n l i g h t 
o f the circumstances under which they were made, not 
misleading. The co n s o l i d a t e d f i n a n c i a l statements of Parent 
included i n the Parent SEC Documents comply as t o form i n 
a l l m a t e r i a l respects w i t h a p p l i c a b l e accounting 
requirements and the pu b l i s h e d r u l e s and r e g u l a t i o n s of the 
SEC w i t h respect t h e r e t o , have been prepared i n accordance 
w i t h GAAP (except, i n the case o f unaudited statements, as 
pe r m i t t e d by Form 10-Q o f the SEC) a p p l i e d on a co n s i s t e n t 
basis d u r i n g the periods i n v o l v e d (except as may be 
i n d i c a t e d i n the notes t h e r e t o ) and f a i r l y present the 
con s o l i d a t e d f i n a n c i a l p o s i t i o n of Parent and i t s 
consolidated s u b s i d i a r i e s as of the dates t h e r e o f and the 
cons o l i d a t e d r e s u l t s of t h e i r o p e r a t i o n s and cash f l o w s f o r 
the periods then ended ( s u b j e c t , i n the case o f unaudited 
statements, t o normal year-end a u d i t adjustments). Except 
as set f o r t h i n the F i l e d Parent SEC Documents (as def i n e d 
i n Section 4.08) or the Parent D i s c l o s u r e L e t t e r o r i n c u r r e d 
a f t e r the date hereof i n the u s u a l , r e g u l a r and o r d i n a r y 
course of business i n s u b s t a n t i a l l y the same manner as 
p r e v i o u s l y conducted and not p r o h i b i t e d by t h i s Agreement, 
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n e i t h e r Parent nor any Parent S u b s i d i a r y has any l i a b i l i t i e s 
or o b l i g a t i o n s of any nature (whether accrued, absolute, 
contingent o r otherwise) r e q u i r e d by GAAP t o be set f o r t h on 
a co n s o l i d a t e d balance sheet of Parent and i t s c o n s o l i d a t e d 
s u b s i d i a r i e s o r i n the notes t h e r e t o and t h a t , i n d i v i d u a l l y 
or i n the aggregate, could reasonably be expected t o have a 
Parent M a t e r i a l Adverse E f f e c t . None o f the Parent 
S u b s i d i a r i e s i s , or has at any time s i n c e January 1, 1998 
been, subjec t t o the r e p o r t i n g requirements o f 
Sections 13(a) and 15(d) of the Exchange Act. 

SECTION 4.07. I n f o r m a t i o n Supplied. None of the 
i n f o r m a t i o n s u p p l i e d or t o be s u p p l i e d by Parent o r Newco 
f o r i n c l u s i o n o r i n c o r p o r a t i o n by refe r e n c e i n ( i ) the 
Form S-4 w i l l , a t the time the Form S-4 i s f i l e d w i t h the 
SEC, a t any time i t i s amended or supplemented o r at the 
time i t becomes e f f e c t i v e under the S e c u r i t i e s Act, c o n t a i n 
any untrue statement of a m a t e r i a l f a c t o r omit t o s t a t e any 
m a t e r i a l f a c t r e q u i r e d t o be s t a t e d t h e r e i n o r necessary t o 
make the statements t h e r e i n not m i s l e a d i n g , o r ( i i ) the 
Proxy Statement w i l l , a t the date i t i s f i r s t mailed t o the 
Company's shareholders or Parent's shareholders or at the 
time of the Company Shareholders Meeting o r the Parent 
Shareholders Meeting, c o n t a i n any unt r u e statement of a 
m a t e r i a l f a c t o r omit t o s t a t e any m a t e r i a l f a c t r e q u i r e d t o 
be s t a t e d t h e r e i n o r necessary i n o r d e r t o make the 
statements t h e r e i n , i n l i g h t of the circumstances under 
which they are made, not misleading. The Form S-4 w i l l 
comply as t o form i n a l l m a t e r i a l respects w i t h the 
requirements of the S e c u r i t i e s Act and the r u l e s and 
r e g u l a t i o n s thereunder, except t h a t no r e p r e s e n t a t i o n i s 
made by Parent o r Newco w i t h respect t o statements made or 
in c o r p o r a t e d by reference t h e r e i n based on i n f o r m a t i o n 
s u p p l i e d by or on behal f of the Company f o r i n c l u s i o n or 
in c o r p o r a t i o n . b y reference t h e r e i n . 

SECTION 4.08. Absence o f C e r t a i n Changes or 
Events. Except as d i s c l o s e d i n the Parent SEC Documents 
f i l e d and p u b l i c l y a v a i l a b l e p r i o r t o t h e date of t h i s 
Agreement (the " F i l e d Parent SEC Documents") or i n the 
Parent Disclosure L e t t e r : 

(a) since December 31, 1998, t h e r e has not been 
any event, change, e f f e c t or development t h a t , i n d i v i d u a l l y 
or i n the aggregate, has had or could reasonably be expected 
t o have a Parent M a t e r i a l Adverse E f f e c t , o t h e r than events, 
changes, e f f e c t s and developments r e l a t i n g t o the economy i n 
general o r t o Parent's i n d u s t r y i n general and not 
s p e c i f i c a l l y r e l a t i n g t o Parent o r any Parent Subsidiary; 
and 
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(b) from December 31, 1998 t o the date o f t h i s 
Agreement, Parent has conducted i t s business o n l y i n the 
or d i n a r y course, and d u r i n g such p e r i o d t h e r e has not been: 

( i ) any d e c l a r a t i o n , s e t t i n g aside o r payment of 
any d i v i d e n d o r other d i s t r i b u t i o n (whether i n cash, 
stock or property) w i t h respect t o any Parent C a p i t a l 
Stock or any repurchase f o r value by Parent o f any 
Parent C a p i t a l Stock; 

( i i ) any s p l i t , combination o r r e c l a s s i f i c a t i o n of 
any Parent C a p i t a l Stock or any issuance or ..the 
a u t h o r i z a t i o n of any issuance of any o t h e r s e c u r i t i e s 
i n respect o f , i n l i e u of or i n s u b s t i t u t i o n f o r shares 
of Parent C a p i t a l Stock,- o r 

( i i i ) any change i n accounting methods, p r i n c i p l e s 
or p r a c t i c e s by Parent o r any Parent S u b s i d i a r y m a t e r i ­
a l l y a f f e c t i n g the c o n s o l i d a t e d assets, l i a b i l i t i e s or 
r e s u l t s o f operations of Parent, except i n s o f a r as may 
have been r e q u i r e d by a change i n GAAP. 

SECTION 4.09. Taxes. (a) Each of Parent and 
each Parent Subsidiary has t i m e l y f i l e d , , o r has caused t o be 
t i m e l y f i l e d on i t s b e h a l f , a l l Tax Returns r e q u i r e d t o be 
f i l e d by i t (or requests f o r extensions t o f i l e such Tax 
Returns have been t i m e l y f i l e d and granted and have not 
expired) , and a l l such Tax Returns are t r u e , complete and. 
accurate, except t o the ex t e n t any f a i l u r e t o f i l e o r any 
inaccuracies i n any f i l e d Tax Returns would n o t , 
i n d i v i d u a l l y o r i n the aggregate, have a Parent M a t e r i a l 
Adverse E f f e c t . A l l Taxes shown t o be due on such Tax 
Returns, or otherwise owed by Parent o r any Parent 
Subsidiary, have been t i m e l y p a i d , except t o the ex t e n t t h a t 
any f a i l u r e t o pay, i n d i v i d u a l l y o r i n the aggregate, has 
not had and could not reasonably be expected t o have a 
Parent M a t e r i a l Adverse E f f e c t . 

(b) Except as set f o r t h i n the Parent Disclosure 
L e t t e r , the most recent f i n a n c i a l statements contained i n 
the F i l e d Parent SEC Documents r e f l e c t an adequate reserve 
f o r a l l c u r r e n t Taxes payable by Parent and the Parent 
S u b s i d i a r i e s ( i n a d d i t i o n t o any reserve f o r d e f e r r e d Taxes 
e s t a b l i s h e d t o r e f l e c t t i m i n g d i f f e r e n c e s between book and 
Tax income) f o r a l l Taxable periods and p o r t i o n s t h e r e o f 
through the date of such f i n a n c i a l statements. Except as 
set f o r t h i n the Parent D i s c l o s u r e L e t t e r , no d e f i c i e n c y 
w i t h respect t o any Taxes has, t o the best knowledge of 
Parent, been proposed, asserted or assessed a g a i n s t Parent 
or any Parent Subsidiary, and no requests f o r waivers o f the 
time t o assess any such Taxes are pending, except t o the 
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extent any such d e f i c i e n c y o r request f o r waiver, 
i n d i v i d u a l l y or i n the aggregate, has not had and could not 
reasonably be expected t o have a Parent M a t e r i a l Adverse 
E f f e c t . 

(c) The Federal income Tax Returns o f Parent and 
each Parent Subsidiary c o n s o l i d a t e d i n such Returns have 
been examined by and s e t t l e d w i t h the United States I n t e r n a l 
Revenue Service f o r a l l years through 1990, Except as set 
f o r t h i n the Parent D i s c l o s u r e L e t t e r , a l l m a t e r i a l 
assessments f o r Taxes due w i t h respect t o such completed and 
s e t t l e d examinations or any concluded l i t i g a t i o n have been 
f u l l y p a i d . 

(d) There are no m a t e r i a l Liens f o r Taxes (other 
t h an f o r c u r r e n t Taxes not y e t due and payable) on the 
assets of Parent or any Parent Subsidiary. Except as set 
f o r t h i n the Parent Disclosure L e t t e r , n e i t h e r Parent nor 
any Parent Subsidiary i s bound by any agreement w i t h respect 
t o Taxes. 

(e) The Parent and each Parent S u b s i d i a r y have 
complied w i t h a l l a p p l i c a b l e s t a t u t e s , laws, ordinances, 
r u l e s and r e g u l a t i o n s r e l a t i n g t o the payment and 
w i t h h o l d i n g of taxes ( i n c l u d i n g w i t h h o l d i n g o f taxes 
pursuant t o Sections 1441, 1442, 3121 and 3402 of the Code 
or s i m i l a r p r o v i s i o n s under any Federal, s t a t e o r l o c a l 
laws, domestic and f o r e i g n ) and have, w i t h i n the time and i n 
the manner p r e s c r i b e d by law, w i t h h e l d from and p a i d over t o 
the proper governmental a u t h o r i t i e s a l l amounts r e q u i r e d t o 
be so w i t h h e l d and p a i d over under a p p l i c a b l e laws, except 
t o the extent t h a t any f a i l u r e t o w i t h h o l d or t o pay, 
i n d i v i d u a l l y or i n the aggregate, has not had and could not 
reasonably be expected t o have a Parent M a t e r i a l Adverse 
E f f e c t . 

( f ) Parent knows of no f a c t and n e i t h e r Parent 
nor any Parent Subsidiary has taken or agreed t o take any 
a c t i o n t h a t could reasonably be expected t o prevent ( i ) the 
Merger from c o n s t i t u t i n g t r a n s a c t i o n s described i n 
Section 351 of the Code or ( i i ) the Second Step Merger from 
c o n s t i t u t i n g a t r a n s a c t i o n described i n Section 368(a) of 
the Code. 

SECTION 4.10. Absence of Changes i n B e n e f i t 
Plans. Except as d i s c l o s e d i n the Parent D i s c l o s u r e L e t t e r , 
from December 31, 1998 t o the date of t h i s Agreement, t h e r e 
has not been any adoption or amendment i n any m a t e r i a l 
respect by Parent or any Parent S u b s i d i a r y of (a) any 
c o l l e c t i v e b a r g a i n i n g agreements, (b) any bonus, pension, . 
profit sharing, deferred compensation, incentive 
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compensation, stock ownership, stock purchase, stock o p t i o n , 
phantom stock, r e t i r e m e n t , v a c a t i o n , severance, d i s a b i l i t y , 
death b e n e f i t , h o s p i t a l i z a t i o n , medical or o t h e r p l a n , 
program, p o l i c y , arrangement or understanding (whether or 
not l e g a l l y binding) p r o v i d i n g b e n e f i t s t o any c u r r e n t or 
former employee, o f f i c e r or d i r e c t o r of Parent or any Parent 
Su b s i d i a r y o r any b e n e f i c i a r y or dependent t h e r e o f , t h a t i s 
sponsored or maintained by Parent o r any Parent Subsidiary 
or t o which Parent or any Parent Subsidiary c o n t r i b u t e s o r 
i s o b l i g a t e d t o c o n t r i b u t e ( c o l l e c t i v e l y , "Parent B e n e f i t 
Plans") o r (c) any Parent Employment Arrangements (as 
def i n e d h e r e i n ) . Except as d i s c l o s e d i n the Parent 
Di s c l o s u r e L e t t e r , as of the date o f t h i s Agreement th e r e 
are not any employment, c o n s u l t i n g , i n d e m n i f i c a t i o n , change-
o f - c o n t r o l , severance o r t e r m i n a t i o n agreements or 
arrangements between Parent or any Parent S u b s i d i a r y and any 
cu r r e n t o r former employee, o f f i c e r o r d i r e c t o r of the 
Parent or any Parent Subsidiary ( c o l l e c t i v e l y , the "Parent 
Employment Arrangements"). 

SECTION 4.11. ERISA Compliance: Excess Parachute 
Payments. (a) The Parent Disclosure L e t t e r i n c l u d e s a 
complete l i s t of a l l m a t e r i a l Parent B e n e f i t Plans and 
Parent Employment Arrangements as o f the date of t h i s 
Agreement. With respect t o each Parent B e n e f i t Plan (other 
than a multiemployer pl a n w i t h i n the meaning o f Section 
4001(a) (3) o f ERISA) and Parent Employment Arrangement, 
Parent has d e l i v e r e d t o the Company t r u e , complete and 
c o r r e c t copies of ( i ) each such Parent B e n e f i t Plan or 
Parent Employment Arrangement (or, i n the case of any 
u n w r i t t e n p l a n or arrangement, a d e s c r i p t i o n t h e r e o f ) , 
( i i ) the most recent annual r e p o r t on the a p p l i c a b l e 
Form 5500 s e r i e s f i l e d w i t h the I n t e r n a l Revenue Service ( i f 
any such r e p o r t was r e q u i r e d ) , i n c l u d i n g a l l schedules and 
attachments t h e r e t o , ( i i i ) the most recent summary plan 
d e s c r i p t i o n ( i f a summary plan d e s c r i p t i o n i s required) and 
a l l summaries of m a t e r i a l m o d i f i c a t i o n s t h e r e t o , ( i v ) each 
t r u s t agreement, group annu i t y c o n t r a c t or ot h e r funding 
v e h i c l e r e l a t i n g t o any such Parent B e n e f i t Plan o r Parent 
Employment Arrangement, (v) the most recent a c t u a r i a l r e p o r t 
or v a l u a t i o n r e l a t i n g t h e r e t o and ( v i ) the most recent 
d e t e r m i n a t i o n l e t t e r s issued by the I n t e r n a l Revenue Service 
w i t h respect t o Parent B e n e f i t Plans t h a t are intended t o be 
Q u a l i f i e d Plans and l e t t e r s of r e c o g n i t i o n of exemption w i t h 
respect t o any Parent B e n e f i t Plan o r r e l a t e d t r u s t t h a t i s 
intended t o meet the requirements o f Section 501(c) (9) of 
the Code. 

(b) With respect t o the Parent B e n e f i t Plans and 
Parent Employment Arrangements, i n d i v i d u a l l y and i n the 
aggregate, no event has occurred and, t o the knowledge of 
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Parent, there e x i s t s no c o n d i t i o n o r set of circumstances, 
i n connection w i t h which Parent or any Parent S u b s i d i a r y 
could be s u b j e c t t o any l i a b i l i t y t h a t has had or could 
reasonably be expected t o have a Parent M a t e r i a l Adverse 
E f f e c t (except l i a b i l i t y f o r b e n e f i t s claims and fundin g 
o b l i g a t i o n s payable i n the o r d i n a r y course) under ERISA, the 
Code or any ot h e r a p p l i c a b l e law. For purposes of t h i s 
Section 4.11(b), the term "Parent B e n e f i t Plan" s h a l l a l s o 
i n c l u d e any employee b e n e f i t p l a n w i t h i n the meaning of 
Section 3(3) of ERISA t h a t , w i t h i n the l a s t s i x years, was 
sponsored or maintained by any e n t i t y which would be t r e a t e d 
under Section 414 of the Code as a s i n g l e employer w i t h 
Parent or any Parent S u b s i d i a r y or t o which any such e n t i t y 
c o n t r i b u t e d o r was o b l i g a t e d t o c o n t r i b u t e . 

(c) Each Parent B e n e f i t Plan and each Parent 
Employment Arrangement has been administered i n accordance 
w i t h i t s terms except, f o r any f a i l u r e s so t o a d m i n i s t e r any 
Parent B e n e f i t Plan or Parent Employment Arrangement as have 
not had and could not reasonably be expected t o have, 
i n d i v i d u a l l y o r i n the aggregate, a Parent M a t e r i a l Adverse 
E f f e c t . Parent, a l l Parent S u b s i d i a r i e s and a l l the Parent 
B e n e f i t Plans and Parent Employment Arrangements are i n 
compliance w i t h the a p p l i c a b l e p r o v i s i o n s of ERISA, the Code 
and a l l o t h e r a p p l i c a b l e laws and the r u l e s and r e g u l a t i o n s 
thereunder and the terms of a l l a p p l i c a b l e c o l l e c t i v e 
b a r g a i n i n g agreements, except f o r any f a i l u r e s t o be i n such 
compliance as have not had and could not reasonably be 
expected t o have, i n d i v i d u a l l y or i n the aggregate, a Parent 
M a t e r i a l Adverse E f f e c t . Except as d i s c l o s e d i n the Parent 
Disclosure L e t t e r , t h e r e are no pending or, t o the knowledge 
of Parent, threatened or a n t i c i p a t e d claims under or w i t h 
respect t o any Parent B e n e f i t Plan or Parent Employment 
Arrangement by or on behalf of any c u r r e n t or former 
employee, o f f i c e r o r d i r e c t o r , or dependent or b e n e f i c i a r y -
t h e r e o f , o r otherwise (other than r o u t i n e claims f o r 
b e n e f i t s ) . 

(d) Except as d i s c l o s e d i n the Parent D i s c l o s u r e 
L e t t e r , ( i ) no c u r r e n t or former employee, o f f i c e r o r 
d i r e c t o r o f Parent or any Parent Subsidiary w i l l be e n t i t l e d 
t o any a d d i t i o n a l r i g h t s or b e n e f i t s o r any a c c e l e r a t i o n of 
the t i me.of payment or v e s t i n g of any b e n e f i t s under any 
Parent B e n e f i t Plan or Parent Employment Arrangement, and no 
t r u s t e e under any "rabb i t r u s t " , or s i m i l a r arrangement 
maintained i n connection w i t h any Parent B e n e f i t Plan or 
Parent Employment Arrangement w i l l be e n t i t l e d t o any 
payment, as a r e s u l t ( e i t h e r alone or upon the occurrence of 
any a d d i t i o n a l o r f u r t h e r acts or events) of the exec u t i o n 
of t h i s Agreement or the consummation, announcement o r o t h e r 
a c t i o n s r e l a t i n g t o the Transactions and ( i i ) no amount 
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payable t o any c u r r e n t or former employee, o f f i c e r or 
d i r e c t o r of Parent o r any Parent S u b s i d i a r y w i l l f a i l t o be 
de d u c t i b l e by reason of Section 2 80G o f the Code. 

(e) Each Parent B e n e f i t Plan intended t o be a 
Q u a l i f i e d Plan has r e c e i v e d a f a v o r a b l e d e t e r m i n a t i o n l e t t e r 
from the I n t e r n a l Revenue Service t h a t i t i s so q u a l i f i e d 
and n o t h i n g has occurred since the date of such l e t t e r t h a t 
c ould reasonably be expected t o a f f e c t the q u a l i f i e d s t a t u s 
of such Parent B e n e f i t Plan. 

( f ) The aggregate accumulated b e n e f i t o b l i g a t i o n s 
of each Parent B e n e f i t Plan s u b j e c t t o T i t l e IV of ERISA (as 
of the date of the most recent a c t u a r i a l v a l u a t i o n prepared 
f o r such Parent B e n e f i t Plan) do not exceed the f a i r market 
value of the assets of such p l a n (as o f the date of such 
v a l u a t i o n ) . 

(g) A l l c o n t r i b u t i o n s and ot h e r payments r e q u i r e d 
t o have been made f o r any completed h i s t o r i c a l p e r i o d by 
Parent or any Parent S u b s i d i a r y t o any Parent B e n e f i t Plan 
or Parent Employment Arrangement (or t o any person pursuant 
t o the terms t h e r e o f ) have been t i m e l y made o r p a i d i n f u l l , 
o r , t o the extent not r e q u i r e d t o be made or p a i d f o r such 
p e r i o d , have been r e f l e c t e d i n the c o n s o l i d a t e d f i n a n c i a l 
statements o f Parent. 

(h) Except as d i s c l o s e d i n the Parent Disclosure 
L e t t e r , no Parent B e n e f i t Plan i s a multiemployer p l a n 
w i t h i n the meaning o f Section 4001(a)(3) of ERISA, and none 
of Parent o r any Parent S u b s i d i a r y has, a t any time d u r i n g 
the l a s t s i x years, c o n t r i b u t e d t o or been o b l i g a t e d t o 
c o n t r i b u t e t o any such multiemployer p l a n . For purposes of 
the r e p r e s e n t a t i o n s and w a r r a n t i e s made i n the l a s t sentence 
of Section 4.11'(c) and i n Sections 4.11 (e) and ( f ) , the 
term "Parent B e n e f i t Plan" s h a l l be deemed t o exclude any 
such multiemployer p l a n . 

SECTION 4.12. L i t i g a t i o n . Except as d i s c l o s e d i n 
the F i l e d Parent SEC Documents or i n the Parent Disclosure 
L e t t e r , there i s no s u i t , a c t i o n o r proceeding pending or, 
t o the knowledge o f Parent, threatened against Parent or any 
Parent Subsidiary t h a t , i n d i v i d u a l l y o r i n the aggregate, 
has had or could reasonably be expected t o have a Parent 
M a t e r i a l Adverse E f f e c t , nor i s th e r e any Judgment 
out s t a n d i n g against Parent o r any Parent Subsidiary t h a t has 
had or could reasonably be expected t o have a Parent 
M a t e r i a l Adverse E f f e c t . 

SECTION 4.13. Compliance w i t h A p p l i c a b l e Laws; 
Permits. (a) Except as d i s c l o s e d i n the F i l e d Parent SEC 
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Documents or i n the Parent D i s c l o s u r e L e t t e r , Parent and 
Parent S u b s i d i a r i e s are i n compliance w i t h the terms of a l l 
a p p l i c a b l e Parent Permits (as d e f i n e d i n Section 4.13(b)) 
and a l l A p p l i c a b l e Laws, except f o r instances o f 
noncompliance t h a t , i n d i v i d u a l l y and i n the aggregate, have 
not had and could not reasonably be expected t o have a 
Parent M a t e r i a l Adverse E f f e c t . This Section 4.13 does not 
r e l a t e t o matters w i t h respect t o Taxes, which are the 
subject of Section 4.09, Environmental Laws, which are the 
subject of Section 4.17, b e n e f i t s p l ans, which are the 
subject of Section 4.11 and the o p e r a t i o n o f nuclear power 
p l a n t s which are the subject o f Section 4.19. 

(b) Except as d i s c l o s e d i n the F i l e d Parent SEC 
Documents or i n the Parent D i s c l o s u r e L e t t e r , Parent and the 
Parent S u b s i d i a r i e s own or have s u f f i c i e n t r i g h t s and 
consents t o use under e x i s t i n g f r a n c h i s e s , p e r m i t s , 
easements, leases, and l i c e n s e agreements (the "Parent 
Permits") a l l p r o p e r t i e s , r i g h t s and assets necessary f o r 
the conduct of t h e i r business and o p e r a t i o n s as c u r r e n t l y 
conducted, except where the f a i l u r e t o own or have 
s u f f i c i e n t r i g h t s t o such p r o p e r t i e s , r i g h t s and assets, 
i n d i v i d u a l l y o r i n the aggregate, have not had and could not 
reasonably be expected t o have a Parent M a t e r i a l Adverse 
E f f e c t . Except as provided i n the Pennsylvania E l e c t r i c i t y 
Generation Customer Choice and Competition Act of 1996 (the 
"Pennsylvania Competition A c t " ) , t o the knowledge o f Parent, 
no o t h e r p r i v a t e c o r p o r a t i o n can commence e l e c t r i c p u b l i c 
u t i l i t y o perations i n any p a r t of the r e s p e c t i v e t e r r i t o r i e s 
now served by Parent o r any Parent S u b s i d i a r y , w i t h o u t 
o b t a i n i n g a c e r t i f i c a t e of p u b l i c convenience and n e c e s s i t y 
from the a p p l i c a b l e s t a t e u t i l i t y commission. 

SECTION 4.14. Brokers: Schedule of Fees and 
Expenses. No broker, investment banker, f i n a n c i a l advisor 
or other person, o t h e r than Salomon Smith Barney I n c . and 
Morgan Stanley & Company Incorporated, the fees and expenses 
of which w i l l be p a i d by Parent, i s e n t i t l e d t o any 
broker's, f i n d e r ' s , f i n a n c i a l a d v i s o r ' s or o t h e r s i m i l a r fee 
or commission i n connection w i t h the Merger and the other 
Transactions based upon arrangements made by or on behalf of 
Parent or Newco. 

SECTION 4.15. Opinions of F i n a n c i a l Advisors. 
Parent has received the opinions of Salomon Smith Barney 
Inc. and Morgan Stanley & Company I n c o r p o r a t e d , dated as o f 
January 7, 2000, t o the e f f e c t t h a t , as o f such date, the 
Exchange Consideration i s f a i r t o the holders of Parent 
Common Stock from a f i n a n c i a l p o i n t o f view, signed copies, 
of which opinions have been d e l i v e r e d t o the Company. 
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SECTION 4.16. Year 2000. The Parent SEC 
Documents f a i r l y summarize the s t a t u s of Parent's computer 
a p p l i c a t i o n s and components, m o d i f i c a t i o n or readiness p l a n , 
communications w i t h s u p p l i e r s and vendors, contingency plans 
and estimated cost of remediation as they r e l a t e t o the Year 
2000 issue. Parent has made a v a i l a b l e t o the Company copies 
of a l l correspondence between Parent and i t s t h i r d p a r t y 
s u p p l i e r s and vendors, concerning t h e i r Year 2000 compliance. 

SECTION 4.17. Environmental Matters. 
(a) Compliance. Except as set f o r t h i n the F i l e d Parent 
SEC Documents or i n the Parent D i s c l o s u r e L e t t e r , Parent and 
each of the Parent S u b s i d i a r i e s i s and has been i n 
compliance w i t h a l l a p p l i c a b l e Environmental Laws, except 
where the f a i l u r e t o so comply, i n d i v i d u a l l y o r i n the 
aggregate, has not had and could not reasonably be expected 
t o have a Parent M a t e r i a l Adverse E f f e c t . 

(b) Environmental Permits. Except as set f o r t h 
i n the F i l e d Parent SEC Documents or i n the Parent 
Disclosure L e t t e r , ( i ) Parent and each of the Parent 
S u b s i d i a r i e s has obtained or has a p p l i e d f o r a l l 
Environmental Permits necessary f o r the c o n s t r u c t i o n of 
t h e i r f a c i l i t i e s o r the conduct of t h e i r o p e r a t i o n s , except 
where the f a i l u r e t o so o b t a i n , i n d i v i d u a l l y o r i n the 
aggregate, has not had and could not reasonably be expected 
t o have a Parent M a t e r i a l Adverse E f f e c t , and ( i i ) a l l such 
Environmental Permits are i n good standing or, where 
a p p l i c a b l e , a renewal a p p l i c a t i o n has been t i m e l y f i l e d and 
i s pending agency approval, except where the f a i l u r e of such 
Environmental Permits t o be i n good standing o r t o have 
f i l e d a renewal a p p l i c a t i o n on a t i m e l y basis has not had 
and could not reasonably be expected t o have, i n d i v i d u a l l y 
o r i n the aggregate, a Parent M a t e r i a l Adverse E f f e c t . 

(c) Environmental Claims. Except as set f o r t h i n 
the F i l e d Parent SEC Documents or i n the Parent D i s c l o s u r e 
L e t t e r , t h e r e are no Environmental Claims t h a t have had or 
could reasonably be expected t o have, i n d i v i d u a l l y o r i n the 
aggregate, a Parent M a t e r i a l Adverse E f f e c t , pending or, t o 
the knowledge of Parent, threatened against Parent or any of 
the Parent S u b s i d i a r i e s . 

(d) Releases. Except as set f o r t h i n the F i l e d 
Parent SEC Documents or i n the Parent D i s c l o s u r e L e t t e r , 
t h e r e have been no Releases of any Hazardous M a t e r i a l s t h a t -
could be reasonably l i k e l y t o form the basis o f any Environ­
mental Claim against Parent or any of the Parent 
S u b s i d i a r i e s , except f o r any Environmental Claim which, 
i n d i v i d u a l l y or i n the aggregate, has not had and c o u l d not 
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reasonably be expected t o have a Parent M a t e r i a l Adverse 
E f f e c t . 

(e) Assumed and Retained L i a b i l i t i e s . Except as 
di s c l o s e d i n the F i l e d Parent SEC Documents or i n the Parent 
Disclosure L e t t e r , none of Parent or the Parent S u b s i d i a r i e s 
has r e t a i n e d or assumed e i t h e r c o n t r a c t u a l l y or by o p e r a t i o n 
of law any l i a b i l i t i e s or o b l i g a t i o n s t h a t could reasonably 
be l i k e l y t o form the basis f o r any Environmental Claim, 
which has had and could reasonably be expected t o have, 
i n d i v i d u a l l y o r i n the aggregate, a Parent M a t e r i a l Adverse 
E f f e c t . 

SECTION 4.18. Labor and Employee R e l a t i o n s , 
(a) Except as set f o r t h i n the Parent Disclosure L e t t e r , 
( i ) n e i t h e r Parent nor any of the Parent S u b s i d i a r i e s i s a 
p a r t y t o any c o l l e c t i v e b a r g a i n i n g agreement or oth e r l a b o r 
agreement w i t h any union o r l a b o r o r g a n i z a t i o n and ( i i ) t o 
the knowledge of Parent, there i s no c u r r e n t union 
r e p r e s e n t a t i o n question i n v o l v i n g employees o f Parent o r any 
of the Parent S u b s i d i a r i e s , nor does Parent have knowledge 
of any a c t i v i t y o r proceeding o f any l a b o r o r g a n i z a t i o n (or 
re p r e s e n t a t i v e thereof) or employee group t o organize any 
such employees, except t o the ex t e n t i t , i n d i v i d u a l l y o r i n 
the aggregate, has not had and could not reasonably be 
expected t o have a Parent M a t e r i a l Adverse E f f e c t . 

(b) Except as set f o r t h i n the Parent D i s c l o s u r e 
L e t t e r , o r except t o the ex t e n t the f o l l o w i n g , i n d i v i d u a l l y 
or i n the aggregate, have not had and could not reasonably 
be expected t o have a Parent M a t e r i a l Adverse E f f e c t , 
(A) there i s no u n f a i r labor p r a c t i c e , employment 
d i s c r i m i n a t i o n or other charge, c l a i m , s u i t , a c t i o n or 
proceeding against Parent or any of the Parent S u b s i d i a r i e s 
pending, o r t o the knowledge o f Parent, threatened before 
any c o u r t , governmental department, commission, agency, 
i n s t r u m e n t a l i t y or a u t h o r i t y o r any a r b i t r a t o r and (B) t h e r e 
i s no s t r i k e , lockout o r m a t e r i a l d i s p u t e , slowdown or work 
stoppage pending or, t o the knowledge of Parent, threatened 
against o r i n v o l v i n g Parent. 

SECTION 4.19. Operations of Nuclear Power Plan t s . 
(a) Except as set f o r t h i n the F i l e d Parent SEC Documents 
or i n the Parent Disclosure L e t t e r , (a) the oper a t i o n s o f 
the nuclear generation s t a t i o n s ( c o l l e c t i v e l y , the "Parent 
Nuclear F a c i l i t i e s " ) c u r r e n t l y or f o r m e r l y owned, i n whole 
or p a r t , by Parent o r any of i t s a f f i l i a t e s are and have 
been conducted i n compliance w i t h a l l A p p l i c a b l e Laws and 
Parent Permits, except f o r such f a i l u r e s t o comply t h a t , 
i n d i v i d u a l l y o r i n the aggregate, have not had and could not 
reasonably be expected t o have a Parent M a t e r i a l Adverse 
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E f f e c t , (b) each of the Parent Nuclear F a c i l i t i e s maintains, 
and i s i n compliance w i t h , ( i ) emergency plans designed t o 
respond t o an unplanned Release therefrom of r a d i o a c t i v e 
m a t e r i a l s , ( i i ) plans f o r the decommissioning of each of the 
Parent Nuclear F a c i l i t i e s , ( i i i ) plans f o r the storage and 
dis p o s a l o f spent nuclear f u e l , and each such p l a n 
enumerated i n ( i ) through ( i i i ) conform w i t h the 
requirements of A p p l i c a b l e Law, and (c) Parent has funded 
c o n s i s t e n t w i t h reasonable budget p r o j e c t i o n s the c u r r e n t o r 
f u t u r e decommissioning of each Parent Nuclear F a c i l i t y and 
the storage and d i s p o s a l of spent nuclear f u e l . 

(b) To the best knowledge o f Parent, rec o g n i z i n g 
t h a t AmerGen does not as o f the date o f t h i s Agreement, own, 
or h o l d any o p e r a t i n g l i c e n s e s f o r , n u c l e a r g e n e r a t i n g 
s t a t i o n s , ( i ) the operations of the nuclear generation 
s t a t i o n s which are the subject of an e x i s t i n g purchase, 
o p e r a t i n g o r s i m i l a r agreement by AmerGen or any of i t s 
a f f i l i a t e s o r assignees (the "AmerGen Nuclear F a c i l i t i e s " ) 
are and have been conducted i n compliance w i t h a l l 
A p p l i c a b l e Laws and necessary permits o f Governmental 
E n t i t i e s , except f o r such f a i l u r e s t o comply t h a t , 
i n d i v i d u a l l y o r i n the aggregate, have not had and could not 
reasonably be expected t o have a Parent M a t e r i a l Adverse 
E f f e c t , ( i i ) each o f the AmerGen Nuclear F a c i l i t i e s 
maintains, and i s i n compliance w i t h , (A) emergency plans 
designed t o respond t o an unplanned Release therefrom of 
r a d i o a c t i v e m a t e r i a l s , (B) plans f o r the decommissioning o f 
each of the AmerGen Nuclear F a c i l i t i e s and (C) plans f o r the 
storage and d i s p o s a l o f spent nuclear f u e l , and each such 
p l a n enumerated i n (A) through (C) conform w i t h the 
requirements of A p p l i c a b l e Law, and ( i i i ) the c u r r e n t owner 
has funded c o n s i s t e n t w i t h reasonable budget p r o j e c t i o n s the 
c u r r e n t or f u t u r e decommissioning of each AmerGen Nuclear 
F a c i l i t y and the storage and d i s p o s a l o f spent nuclear f u e l . 

(c) Parent hereby makes each o f the 
re p r e s e n t a t i o n s and wa r r a n t i e s contained i n 
Sections 4.05(a), 4.05(b), 4.12, 4.13 and 4.17 w i t h respect 
t o AmerGen, as i f AmerGen were a Parent S u b s i d i a r y as 
d e f i n e d i n t h i s Agreement, i t being understood t h a t the 
Company acknowledges and agrees t h a t as o f the date hereof 
AmerGen i s not a s u b s i d i a r y and t h e r e f o r e no r e p r e s e n t a t i o n 
or warranty i s made concerning AmerGen o r i t s business or 
operations except as expressly set f o r t h i n t h i s 
Section 4.19(c) and the f i r s t sentence o f Section 4.02(a) 
and Section 4.19(b), and each such r e p r e s e n t a t i o n and 
warranty p e r t a i n i n g t o AmerGen i s q u a l i f i e d t o the best 
knowledge o f Parent r e c o g n i z i n g t h a t AmerGen does not as o f 
the date o f t h i s Agreement, own, or h o l d any o p e r a t i n g 
l i c e n s e s f o r , nuclear generating s t a t i o n s . 
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SECTION 4.20. Company Share Ownership. Neit h e r 
Parent nor any Parent Subsidiary owns any shares of Company 
Common Stock or o t h e r s e c u r i t i e s c o n v e r t i b l e i n t o Company 
Common Stock. 

SECTION 4.21. Regulation as a U t i l i t y . Parent i s 
reg u l a t e d as a p u b l i c u t i l i t y by the Commonwealth o f 
Pennsylvania and by no other s t a t e . Except as set f o r t h i n 
the previous sentence, n e i t h e r Parent nor any " s u b s i d i a r y 
company" or " a f f i l i a t e " of Parent i s subject t o r e g u l a t i o n 
as a p u b l i c u t i l i t y o r p u b l i c s e r v i c e company {or s i m i l a r 
d esignation) by any other s t a t e i n the United States o r any 
f o r e i g n country. Parent i s a p u b l i c u t i l i t y h o l d i n g company 
as d e f i n e d by PUHCA, but c u r r e n t l y claims exemption under 
Section 3 ( a ) ( 2 ) o f PUHCA pursuant t o orders o f the SEC 
thereunder. 

SECTION 4.22. Contracts; No D e f a u l t . Except as 
di s c l o s e d i n the F i l e d Parent SEC Documents or entered i n t o 
a f t e r the date of t h i s Agreement w i t h o u t v i o l a t i n g any 
covenant of t h i s Agreement, t h e r e are no c o n t r a c t s or 
agreements t h a t are m a t e r i a l t o the business, p r o p e r t i e s , 
assets, c o n d i t i o n ( f i n a n c i a l o r ot h e r w i s e ) , r e s u l t s of 
operations o r prospects o f Parent and the Parent 
S u b s i d i a r i e s taken as a whole. N e i t h e r Parent nor any of 
the Parent S u b s i d i a r i e s i s i n v i o l a t i o n o f or i n d e f a u l t 
under (nor does t h e r e e x i s t any c o n d i t i o n which upon the 
passage o f time o r the g i v i n g of n o t i c e would cause such a 
v i o l a t i o n o f or d e f a u l t under) any loan or c r e d i t agreement, 
note, bond, mortgage, indenture, lease, p e r m i t , concession, 
f r a n c h i s e , l i c e n s e o r any o t h e r c o n t r a c t , agreement, 
arrangement o r understanding, t o which i t i s a p a r t y o r by 
which i t o r any of i t s p r o p e r t i e s o r assets i s bound, except 
f o r v i o l a t i o n s o r d e f a u l t s t h a t have not had and could not 
reasonably be expected t o have, i n d i v i d u a l l y o r i n the 
aggregate, a Parent M a t e r i a l Adverse E f f e c t . 

SECTION 4.23. T i t l e t o P r o p e r t i e s . Except as set 
f o r t h i n the Parent Disclosure L e t t e r each of Parent and 
each o f the Parent S u b s i d i a r i e s has good and s u f f i c i e n t 
t i t l e t o i t s p h y s i c a l p r o p e r t i e s and assets, o r v a l i d 
l easehold i n t e r e s t s , easements or ot h e r a p p r o p r i a t e 
i n t e r e s t s t h e r e i n o r t h e r e t o s u f f i c i e n t t o conduct i t s 
business as p r e s e n t l y conducted o r intended t o be conducted, 
except f o r such as are no longer used o r u s e f u l i n the 
conduct o f i t s businesses or as have been disposed of i n the 
o r d i n a r y course o f business and except f o r d e f e c t s i n t i t l e , 
easements, r e s t r i c t i v e covenants and s i m i l a r encumbrances or 
impediments set f o r t h i n the Parent Disclosure L e t t e r or 
t h a t , i n the aggregate, do not and w i l l not m a t e r i a l l y 
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i n t e r f e r e w i t h i t s a b i l i t y t o conduct i t s business as 
c u r r e n t l y conducted o r intended t o be conducted. 

SECTION 4.24. I n t e l l e c t u a l Property. Parent and 
the Parent S u b s i d i a r i e s own, or are v a l i d l y l i c e n s e d or 
otherwise have the r i g h t t o use, a l l I n t e l l e c t u a l Property 
Rights which are m a t e r i a l t o the conduct of the business of 
Parent and the Parent S u b s i d i a r i e s taken as a. whole. Except 
as set f o r t h i n the Parent D i s c l o s u r e L e t t e r , no claims are 
pending or, t o the knowledge o f Parent, threatened t h a t 
Parent or any of the Parent S u b s i d i a r i e s i s i n f r i n g i n g or 
otherwise adversely a f f e c t i n g the r i g h t s of any person w i t h 
regard t o any I n t e l l e c t u a l Property Right. To the knowledge 
of Parent, except as set f o r t h i n the Parent Disclosure 
L e t t e r , no person i s i n f r i n g i n g the r i g h t s of Parent or any 
of the Parent S u b s i d i a r i e s w i t h respect t o any I n t e l l e c t u a l 
Property Right except as has not had and could not 
reasonably be expected t o have a Parent M a t e r i a l Adverse 
E f f e c t . 

Section 4.25. Hedging. Except as set f o r t h i n 
the Parent Disclosure L e t t e r , none of Parent or the Parent 
S u b s i d i a r i e s engages i n any n a t u r a l gas, e l e c t r i c i t y or 
o t h e r f u t u r e s or o p t i o n s t r a d i n g o r i s a p a r t y t o any p r i c e 
swaps, hedges, f u t u r e s or s i m i l a r instruments, except f o r 
t r a n s a c t i o n s and agreements entered i n t o , or hedge 
c o n t r a c t s , f o r the purchase or sale o f e l e c t r i c i t y o r 
hydrocarbons t o which Parent or any Parent S u b s i d i a r y i s a 
p a r t y t h a t are i n accordance w i t h the general p r a c t i c e s of 
o t h e r s i m i l a r l y s i t u a t e d companies i n the i n d u s t r y . 

Section 4.26. Regulatory Proceedings. Except as 
set f o r t h i n the Parent D i s c l o s u r e L e t t e r and o t h e r than 
f u e l adjustment or purchase gas adjustment or s i m i l a r 
a d j u s t i n g r a t e mechanisms, none o f Parent or the Parent 
S u b s i d i a r i e s a l l or p a r t o f whose r a t e s or se r v i c e s are 
r e g u l a t e d by a Governmental E n t i t y (a) i s a p a r t y t o any 
r a t e proceeding before a Governmental E n t i t y t h a t would 
reasonably be expected t o r e s u l t i n orders having a Parent 
M a t e r i a l Adverse E f f e c t o r (b) has r a t e s t h a t have been or 
are being c o l l e c t e d s u b j e c t t o r e f u n d , pending f i n a l 
r e s o l u t i o n of any r a t e proceeding pending before a 
Governmental E n t i t y or on appeal t o a c o u r t . 

(HYCorp, 98285].. 6:3815: 01/10/2000--?:34pJ 



51 

ARTICLE V 

Covenants R e l a t i n g t o Conduct o f Business 

SECTION 5.01. Conduct o f Business. (a) Conduct 
of Business by the Company. Except f o r matters set f o r t h i n 
the Company Disclosure L e t t e r o r otherwise expressly 
contemplated by t h i s Agreement, from t he date o f t h i s 
Agreement t o the Merger E f f e c t i v e Time the Company s h a l l , 
and s h a l l cause each Company S u b s i d i a r y t o , conduct i t s 
business i n a l l m a t e r i a l respects i n the usua l , r e g u l a r and 
or d i n a r y course i n s u b s t a n t i a l l y the same manner as 
p r e v i o u s l y conducted and use reasonable best e f f o r t s t o 
preserve i n t a c t i t s c u r r e n t business o r g a n i z a t i o n i n a l l 
m a t e r i a l respects, subject t o prudent management of work 
fo r c e and business needs, keep a v a i l a b l e the se r v i c e s of i t s 
c u r r e n t o f f i c e r s and key employees and keep i t s r e l a t i o n -
Ships w i t h Governmental E n t i t i e s , customers, s u p p l i e r s , 
l i c e n s o r s , l i c e n s e e s , d i s t r i b u t o r s and oth e r s having 
business dealings w i t h them t o the end t h a t i t s g o o d w i l l and 
Ongoing business s h a l l be unimpaired i n a l l m a t e r i a l 
respects a t the Merger E f f e c t i v e Time. I n a d d i t i o n , and 
without l i m i t i n g the g e n e r a l i t y of the f o r e g o i n g , except f o r 
matters set f o r t h i n the Company D i s c l o s u r e L e t t e r o r 
Otherwise e x p r e s s l y contemplated by t h i s Agreement, from the 
date of t h i s Agreement t o the Merger E f f e c t i v e Time, the 
Company s h a l l not, and s h a l l not pe r m i t any Company 
Subsidiary t o , do any o f the f o l l o w i n g w i t h o u t the p r i o r 
w r i t t e n consent of Parent: 

( i ) (A) declare, set aside o r pay any dividends 
on, o r make any ot h e r d i s t r i b u t i o n s i n respect o f , any 
of i t s c a p i t a l stock, o t h e r than (1) dividends and 
d i s t r i b u t i o n s by a d i r e c t or i n d i r e c t w h o l l y owned 
s u b s i d i a r y of the Company t o i t s parent, (2) r e g u l a r 
q u a r t e r l y cash dividends w i t h respect t o the Company 
Common Stock, not i n excess o f $0.40 per share, i n 
accordance w i t h the Company's past d i v i d e n d p o l i c y , and 
(3) r e g u l a r cash dividends w i t h respect t o p r e f e r r e d 
stock o f the Company or i t s s u b s i d i a r i e s i n accordance 
w i t h the c u r r e n t terms t h e r e o f , (B) s p l i t , combine or 
r e c l a s s i f y any of i t s c a p i t a l stock o r issue o r author­
i z e the issuance o f any o t h e r s e c u r i t i e s i n respect o f , 
i n l i e u o f or i n s u b s t i t u t i o n f o r shares o f i t s c a p i t a l 
stock, o r (C) purchase, redeem o r otherwise acquire any 
shares of c a p i t a l stock o f the Company or any Company 
Subs i d i a r y or any other s e c u r i t i e s t h e r e o f o r any 
r i g h t s , warrants o r op t i o n s t o acquire any such shares 
or o t h e r s e c u r i t i e s ; 
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( i i ) issue, d e l i v e r , s e l l o r grant (A) ' any shares 
of i t s c a p i t a l stock, (B) any V o t i n g Company Debt or 
other v o t i n g s e c u r i t i e s , (C) any s e c u r i t i e s c o n v e r t i b l e 
i n t o o r exchangeable f o r , o r any o p t i o n s , warrants or 
r i g h t s t o acquire, any such shares. V o t i n g Company 
Debt, v o t i n g s e c u r i t i e s o r c o n v e r t i b l e o r exchangeable 
s e c u r i t i e s o r (D) any "phantom" stock, "phantom" stock 
r i g h t s , stock a p p r e c i a t i o n r i g h t s o r stock-based 
performance u n i t s , other than (1) the issuance of 
Company Common Stock (and associated Company Rights) 
upon the exercise of Company Employee Stock Options 
outstanding on the date of t h i s Agreement and i n 
accordance w i t h t h e i r present terms o r pursuant t o the 
terms of any Company B e n e f i t Plan o r Company Employment 
Arrangement as i n e f f e c t on the date of t h i s Agreement 
or as amended i n accordance w i t h o r as p e r m i t t e d by i t s 
Agreement, (2) the issuance, s u b j e c t t o 

Section 5 . 0 1 ( a ) ( v ) , of up t o an a d d i t i o n a l 5,000,000 
Company Employee Stock Options pursuant t o the Company 
Stock Plans i n accordance w i t h t h e i r present terms and 
the terms of the Company stock options, issued i n the 
o r d i n a r y course p r i o r t o the date o f t h i s Agreement and 
the issuance o f Company Common Stock (and associated 
Company Rights) upon the ex e r c i s e o f such Company 
Employee Stock Options, (3) the issuance o f "phantom" 
stock or "phantom" stock r i g h t s o r , s u b j e c t t o Section 
5. 0 1 ( a ) ( v ) , stock a p p r e c i a t i o n r i g h t s o r stock-based 
performance u n i t s , pursuant t o the terms o f any Company 
Be n e f i t Plan o r Company Employment Arrangement i n 
e f f e c t on the date of t h i s Agreement or as amended i n 
accordance w i t h or as p e r m i t t e d by t h i s Agreement, and 
(4) the issuance of Company Common Stock upon t he 
exercise of Company Rights; 

( i i i ) amend i t s c e r t i f i c a t e - o f i n c o r p o r a t i o n , by­
laws o r other comparable c h a r t e r o r o r g a n i z a t i o n a l 
documents, except f o r such amendments t o i t s 
c e r t i f i c a t e of i n c o r p o r a t i o n , by-laws and o t h e r 
comparable c h a r t e r or o r g a n i z a t i o n a l documents t h a t do 
not have an adverse a f f e c t on the Merger and the ot h e r 
Transactions ; 

( i v ) acquire or agree t o ac q u i r e (A) by merging o r 
c o n s o l i d a t i n g w i t h , o r by purchasing a s u b s t a n t i a l 
e q u i t y i n t e r e s t i n or p o r t i o n of the assets o f , o r by 
any other manner, any business o r any c o r p o r a t i o n , 
p a r t n e r s h i p , j o i n t venture, a s s o c i a t i o n or o t h e r 
business o r g a n i z a t i o n or d i v i s i o n t h e r e o f o r (B) any 
assets t h a t i n e i t h e r case are m a t e r i a l , i n d i v i d u a l l y 
or i n the aggregate, t o the Company and the Company 
Subsidiaries, taken as a whole; 

[ H Y C o r p ; 9 6 2 8 5 1 . 6 : 3 8 1 5 : 0 1 / 1 0 / 2 0 0 0 - - 7 : 3 4 p J 



53 

(v) except t o the extent r e q u i r e d by A p p l i c a b l e 
Law or by the terms o f any Company B e n e f i t Plan, 
Company Employment Arrangement or c o l l e c t i v e b a r g a i n i n g 
agreement i n e f f e c t as o f the date of t h i s Agreement, 
(A) grant t o any c u r r e n t o r former employee, o f f i c e r o r 
d i r e c t o r of the Company or any Company S u b s i d i a r y any 
increase i n compensation or b e n e f i t s o r new i n c e n t i v e 
compensation g r a n t s , except i n the o r d i n a r y course of 
business c o n s i s t e n t w i t h p r i o r p r a c t i c e , (B) g r a n t t o 
any c u r r e n t or former employee, o f f i c e r o r d i r e c t o r of 
the Company or any Company Subsidiary any increase i n 
severance, pay t o sta y o r t e r m i n a t i o n pay, except t o 
the e x t e n t c o n s i s t e n t w i t h past p r a c t i c e and t h a t , i n 
the aggregate, does not r e s u l t i n a m a t e r i a l increase 
i n b e n e f i t s or compensation expenses, (C) e n t e r i n t o o r 
amend any Company Employment Arrangement w i t h any such 
c u r r e n t or former employee, o f f i c e r o r d i r e c t o r , except 
t o the extent p e r m i t t e d i n subsection (B) above, 
(D) e s t a b l i s h , adopt, e n t e r i n t o or'amend i n any 
m a t e r i a l respect any c o l l e c t i v e b a r g a i n i n g agreement or 
Company B e n e f i t Plan, except, w i t h respect t o any 
Company B e n e f i t Plan t h a t i s a Q u a l i f i e d Plan, as may 
be r e q u i r e d t o f a c i l i t a t e or o b t a i n a d e t e r m i n a t i o n 
from the I n t e r n a l Revenue Service t h a t such Company 
Be n e f i t Plan i s a Q u a l i f i e d Plan or (E) take o r permit 
t o be taken any a c t i o n t o ac c e l e r a t e any r i g h t s o r 
b e n e f i t s or the funding t h e r e o f , o r make or p e r m i t t o 
be made any m a t e r i a l determinations not i n the o r d i n a r y 
course of business c o n s i s t e n t w i t h p r i o r p r a c t i c e , 
under any c o l l e c t i v e b a r g a i n i n g agreement. Company 
B e n e f i t Plan or Company Employment Arrangement; 
provided.- however. t h a t n o t w i t h s t a n d i n g a n y t h i n g h e r e i n 
t o the con t r a r y , the f o r e g o i n g s h a l l not r e s t r i c t the 
Company or the Company S u b s i d i a r i e s from (1) e n t e r i n g 
i n t o o r making a v a i l a b l e t o newly h i r e d o f f i c e r s and 
employees or t o o f f i c e r s and employees i n the context 
o f promotions based on j o b performance or workplace 
requirements i n the o r d i n a r y course of business 
c o n s i s t e n t w i t h past p r a c t i c e , plans, agreements, 
b e n e f i t s and compensation arrangements ( i n c l u d i n g 
i n c e n t i v e grants) t h a t have, c o n s i s t e n t w i t h past 
p r a c t i c e , been made a v a i l a b l e t o newly h i r e d o r 
promoted o f f i c e r s and employees, or (2) e n t e r i n g i n t o 
o r amending c o l l e c t i v e b a r g a i n i n g agreements w i t h 
e x i s t i n g c o l l e c t i v e b a r g a i n i n g r e p r e s e n t a t i v e s so as t o 
increase compensation or b e n e f i t s i n a manner t h a t does 
not m a t e r i a l l y increase the b e n e f i t s o r compensation 
expenses of the Company and the Company S u b s i d i a r i e s ; 

( v i ) make any change i n accounting methods, 
p r i n c i p l e s or p r a c t i c e s m a t e r i a l l y a f f e c t i n g t h e 
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r e p o r t e d c o n s o l i d a t e d assets, l i a b i l i t i e s o r r e s u l t s of 
operations of the Company, except as r e q u i r e d by a 
change i n GAAP; 

( v i i ) s e l l , lease (as l e s s o r ) , l i c e n s e o r 
otherwise dispose of or subject t o any L i e n any 
p r o p e r t i e s o r assets t h a t are m a t e r i a l , i n d i v i d u a l l y o r 
i n the aggregate, t o the Company and the Company 
S u b s i d i a r i e s , taken as a whole, except sales o f 
i n v e n t o r y and excess or obsolete assets i n the ordinary-
course o f business c o n s i s t e n t w i t h past p r a c t i c e ; 

( v i i i ) except i n the o r d i n a r y course of business 
c o n s i s t e n t w i t h p r i o r p r a c t i c e , (A) i n c u r any 
indebtedness f o r borrowed money or guarantee any such 
indebtedness of another person, issue or s e l l any debt 
s e c u r i t i e s o r warrants or other r i g h t s t o acquire any 
debt s e c u r i t i e s of the Company or any Company 
Subsidiary, guarantee any debt s e c u r i t i e s of another 
person, enter i n t o any "keep w e l l " or o t h e r agreement 
t o m a i n t a i n any f i n a n c i a l statement c o n d i t i o n of 
another person o r enter i n t o any arrangement having the 
economic e f f e c t of any of the fo r e g o i n g , i n each case, 
o t h e t than i n connection w i t h a r e f i n a n c i n g on 
commercially reasonable terms, o r (B) make any loans, 
advances or c a p i t a l c o n t r i b u t i o n s t o , o r investments 
i n , any other person, other than t o or i n the Company 
or any d i r e c t o r i n d i r e c t w h olly owned s u b s i d i a r y of 
the Company; 

( i x ) make or agree t o make any new c a p i t a l 
expenditure o r expenditures other than as p e r m i t t e d 
under Section 5 . 0 1 ( a ) ( i v ) t h a t , i n d i v i d u a l l y , i s i n 
excess o f $50,000,000 or, i n the aggregate d u r i n g such 
p e r i o d , are i n excess of $250,000,000, except t o the 
ext e n t made o r agreed t o be made i n order t o ensure 
compliance w i t h the r u l e s and r e g u l a t i o n s o r an order 
of the NRC or any other Governmental E n t i t y o r t o 
ensure compliance w i t h the terms of any Permit; 

(x) make any m a t e r i a l Tax e l e c t i o n o r s e t t l e o r 
compromise any m a t e r i a l Tax l i a b i l i t y or r e f u n d ; 

( x i ) engage i n any a c t i v i t i e s which would cause a 
change i n i t s s t a t u s under PUHCA, or t h a t would impair 
the a b i l i t y o f the Company or ComEd t o c l a i m an 
exemption as of r i g h t under Rule 2 of PUHCA p r i o r t o 
the Merger, o t h e r than the a p p l i c a t i o n t o the SEC under 
PUHCA contemplated by t h i s Agreement; 
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( x i i ) e n t e r i n t o o r commit t o any agreement f o r 
the purchase of c a p a c i t y and/or energy ("Power Purchase 
Agreement") except f o r any Power Purchase Agreement 
t h a t , i n the o r d i n a r y course of business, can be 
entered i n t o w i t h o u t the p r i o r approval of the Board of 
D i r e c t o r s o r a committee t h e r e o f of the Company (the 
t h r e s h o l d f o r r e q u i r i n g submission t o the board or a 
committee not t o be made s u b s t a n t i a l l y h igher than t h a t 
i n e f f e c t on the date hereof) unless the Company 
co n s u l t s w i t h Parent regarding such Power Purchase 
Agreement and the Company has obtained the p r i o r 
w r i t t e n consent of Parent t o such Power Purchase 
Agreement or such Power Purchase Agreement i s f u l l y 
compliant w i t h c r i t e r i a t o which Parent has p r e v i o u s l y 
g i v e n a generic consent, i n each case, which consent 
s h a l l not be unreasonably w i t h h e l d , i t being understood 
t h a t i n such c o n s u l t a t i o n process the Company and 
Parent s h a l l comply w i t h a l l A p p l i c a b l e Law and any 
a p p l i c a b l e c o n f i d e n t i a l i t y or s i m i l a r t h i r d p a r t y 
agreement,- or 

( x i i i ) a u t h o r i z e any o f , o r commit or agree t o 
take any o f , the f o r e g o i n g a c t i o n s . 

(b) Conduct of Business by Parent. Except f o r 
matters s e t f o r t h i n Parent Disclosure L e t t e r o r otherwise 
expressly contemplated by t h i s Agreement, from the date of 
t h i s Agreement t o the Merger E f f e c t i v e Time Parent s h a l l , 
and s h a l l cause each Parent Subsidiary t o , conduct i t s 
business i n a l l m a t e r i a l respects i n the usual, r e g u l a r and 
o r d i n a r y course i n s u b s t a n t i a l l y the same manner as 
p r e v i o u s l y conducted and use a l l reasonable e f f o r t s t o 
preserve i n t a c t i t s c u r r e n t business o r g a n i z a t i o n i n a l l 
m a t e r i a l respects, s u b j e c t t o prudent management of work 
fo r c e and business needs, keep a v a i l a b l e the serv i c e s of i t s 
c u r r e n t o f f i c e r s and employees and keep i t s r e l a t i o n s h i p s 
w i t h Governmental E n t i t i e s , customers, s u p p l i e r s , l i c e n s o r s , 
l i c e n s e e s , d i s t r i b u t o r s and others having business dealings 
w i t h them t o the end t h a t i t s g o o d w i l l and ongoing business 
s h a l l be unimpaired i n a l l m a t e r i a l respects a t the Merger 
E f f e c t i v e Time. I n a d d i t i o n , and w i t h o u t l i m i t i n g the 
g e n e r a l i t y o f the for e g o i n g , except f o r matters set f o r t h i n 
the Parent D i s c l o s u r e L e t t e r o r otherwise expressly 
contemplated by t h i s Agreement, from the date of t h i s 
Agreement t o the Merger E f f e c t i v e Time, Parent s h a l l n o t , 
and s h a l l not permit any Parent Subsidiary t o , do any o f the 
f o l l o w i n g w i t h o u t the p r i o r w r i t t e n consent o f the Company. 

( i ) (A) declare, set aside o r pay any dividends 
on, o r make any other d i s t r i b u t i o n s i n respect o f , any 
of i t s c a p i t a l stock, o t h e r than ( l ) dividends and 
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d i s t r i b u t i o n s by a d i r e c t o r i n d i r e c t w h o l l y owned 
s u b s i d i a r y o f Parent t o i t s parent, (2) r e g u l a r 
q u a r t e r l y cash dividends w i t h respect t o the Parent 
Conunon Stock, not i n excess of $0.25 per share, i n 
accordance w i t h Parent's past d i v i d e n d p o l i c y and 
(3) r e g u l a r cash dividends w i t h respect t o p r e f e r r e d 
stock of Parent o r i t s s u b s i d i a r i e s i n accordance w i t h 
the c u r r e n t terms t h e r e o f , (B) s p l i t , combine or 
r e c l a s s i f y any of i t s c a p i t a l stock o r issue o r author­
i z e the issuance of any o t h e r s e c u r i t i e s i n respect o f , 
i n l i e u o f or i n s u b s t i t u t i o n f o r shares of i t s c a p i t a l 
stock, o r (C) purchase, redeem or otherwise acquire any 
shares of c a p i t a l stock o f Parent o r any Parent 
S u b s i d i a r y o r any other s e c u r i t i e s t h e r e o f or any 
r i g h t s , warrants or o p t i o n s t o acquire any such shares 
or o t h e r s e c u r i t i e s ; 

( i i ) issue, d e l i v e r , s e l l o r grant (A) any shares 
of i t s c a p i t a l stock, (B) any V o t i n g Parent Debt or 
othe r v o t i n g s e c u r i t i e s , (C) any s e c u r i t i e s c o n v e r t i b l e 
i n t o o r exchangeable f o r , o r any op t i o n s , warrants o r 
r i g h t s t o acquire, any such shares, V o t i n g Parent Debt, 
v o t i n g s e c u r i t i e s or c o n v e r t i b l e or exchangeable 
s e c u r i t i e s o r (D) any "phantom" stock, "phantom" stock 
r i g h t s , stock a p p r e c i a t i o n r i g h t s o r stock-based 
performance u n i t s , other than (1) the issuance of 
Parent Common Stock upon t h e e x e r c i s e o f Parent 
Employee Stock Options o u t s t a n d i n g on the date o f t h i s 
Agreement and i n accordance w i t h t h e i r present terms or 
pursuant t o the terms of any Parent B e n e f i t Plan o r 
Parent Employment Arrangement as i n e f f e c t on the date 
of t h i s Agreement or as amended i n accordance w i t h o r 
as p e r m i t t e d by t h i s Agreement, (2) the issuance, 
subject t o Section 5 . 0 1 ( b ) ( v ) , of up t o an a d d i t i o n a l 
4,900,000 Parent Employee Stock Options and 100,000 
shares of r e s t r i c t e d stock pursuant t o the Parent Stock 
Plans i n accordance w i t h t h e i r present terms and the 
terms o f the Parent stock o p t i o n s issued i n the 
o r d i n a r y course p r i o r t o t h e date of t h i s Agreement and 
the issuance o f Parent Common Stock upon the e x e r c i s e 
of such Parent Employee Stock Options and (3) the 
issuance o f "phantom" stock o r "phantom" stock r i g h t s 
or, s u b j e c t t o Section 5.01 ( b ) ( v ) , stock a p p r e c i a t i o n 
r i g h t s or stock-based performance u n i t s , pursuant t o 
the terms of any Parent B e n e f i t Plan o r Parent 
Employment Arrangement i n e f f e c t on the date of t h i s 
Agreement o r as amended i n accordance w i t h or as 
p e r m i t t e d by t h i s Agreement; 

( i i i ) amend i t s c e r t i f i c a t e of i n c o r p o r a t i o n , by­
laws or other comparable c h a r t e r or o r g a n i z a t i o n a l 
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documents, except f o r such amendments t o i t s 
c e r t i f i c a t e of i n c o r p o r a t i o n , by-laws and ot h e r 
comparable c h a r t e r o r o r g a n i z a t i o n a l documents t h a t do 
not have an adverse a f f e c t on the Merger and the other 
Transactions; 

( i v ) acquire or agree t o ac q u i r e (A) by merging or 
c o n s o l i d a t i n g w i t h , o r by purchasing a s u b s t a n t i a l 
e q u i t y i n t e r e s t i n or p o r t i o n of the assets o f , or by 
any o t h e r manner, any business o r any c o r p o r a t i o n , 
p a r t n e r s h i p , j o i n t v enture, a s s o c i a t i o n o r ot h e r 
business o r g a n i z a t i o n or d i v i s i o n t h e r e o f , (B) any 
assets t h a t are m a t e r i a l , i n d i v i d u a l l y o r i n the 
aggregate, t o Parent and the Parent S u b s i d i a r i e s , taken 
as a whole, except Parent o r a Parent S u b s i d i a r y may 
acquire o r otherwise i n v e s t i n any assets, o t h e r than 
nuclear p l a n t s , so long as Parent c o n s u l t s w i t h the 
Company concerning any a c q u i s i t i o n o r investment t h a t 
i s not l i s t e d i n the Parent D i s c l o s u r e L e t t e r and 
invol v e s an expenditure t h a t , i n d i v i d u a l l y , i s the 
excess of $50,000,000, or i n the aggregate d u r i n g such 
p e r i o d , are i n excess of $250,000,000 or (C) any 
nuclear p l a n t s (whether through AmerGen Energy Company, 
LLC, a l i m i t e d l i a b i l i t y company organized under the 
laws of Delaware ("AmerGen"). or otherwise) o t h e r than 
those nuclear p l a n t s i n respect o f which Parent or 
AmerGen has made w r i t t e n o f f e r s o r has signed 
agreements as of the date of t h i s Agreement unless (1) 
Parent i n v o l v e s the Company i n any review o r 
co n s i d e r a t i o n of such a c q u i s i t i o n of a d d i t i o n a l nuclear 
p l a n t s , which involvement s h a l l be f o r the purpose of 
ensuring t h a t any such a c q u i s i t i o n w i l l be co n s i s t e n t 
w i t h a r a t e o f nuclear g e n e r a t i o n a c q u i s i t i o n s and 
growth t h a t w i l l not impair Newco 1s a b i l i t y t o provide 
and maintain adequate resources and performance focus 
f o r the e n t i r e Newco f l e e t and (2) Parent has obtained 
the express w r i t t e n consent of the Company, which 
consent s h a l l not be unreasonably w i t h h e l d , p r i o r t o 
e n t e r i n g i n t o , o r p e r m i t t i n g any Parent Subsidiary or 
AmerGen t o en t e r i n t o , the b i n d i n g c o n t r a c t t o acquire 
any such a d d i t i o n a l nuclear p l a n t , o r otherwise 
expanding i t s , o r p e r m i t t i n g any Parent Subsidiary or 
AmerGen t o expand t h e i r , nuclear c a p a c i t y ; 

(v) except t o the extent r e q u i r e d by Ap p l i c a b l e 
Law or by the terms o f any Parent B e n e f i t Plan, Parent 
Employment Arrangement or c o l l e c t i v e b a r g a i n i n g 
agreement i n e f f e c t as of the date o f t h i s Agreement, 
(A) g r a n t t o any c u r r e n t o r former employee, o f f i c e r o r 
director of Parent or any Parent Subsidiary any 
increase i n compensation or b e n e f i t s o r new i n c e n t i v e 
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compensation g r a n t s , except i n the o r d i n a r y course of 
business c o n s i s t e n t w i t h p r i o r p r a c t i c e , (B) gra n t t o 
any c u r r e n t or former employee, o f f i c e r o r d i r e c t o r of 
Parent or any Parent Subsidiary any increase i n 
severance, pay t o sta y or t e r m i n a t i o n pay, except t o 
the extent c o n s i s t e n t w i t h past p r a c t i c e and t h a t , i n 
the aggregate, does not r e s u l t i n a m a t e r i a l increase 
i n b e n e f i t s o r compensation expenses, (C) e n t e r i n t o o r 
amend any Parent Employment Arrangement w i t h any such 
c u r r e n t or former employee, o f f i c e r o r d i r e c t o r , except 
t o the extent p e r m i t t e d i n subsection (B) above, 
(D) e s t a b l i s h , adopt, e n t e r i n t o o r amend i n any 
m a t e r i a l respect any c o l l e c t i v e b a r g a i n i n g agreement or 
Parent Be n e f i t Plan, except, w i t h respect t o any Parent 
B e n e f i t Plan t h a t i s a Q u a l i f i e d Plan, as may be 
r e q u i r e d t o f a c i l i t a t e or o b t a i n a d e t e r m i n a t i o n from 
the I n t e r n a l Revenue Service t h a t such Parent B e n e f i t 
Plan i s a Q u a l i f i e d Plan or (E) take o r p e r m i t t o be 
taken any a c t i o n t o ac c e l e r a t e any r i g h t s o r b e n e f i t s 
or the funding t h e r e o f , or make or permit t o be made 
any m a t e r i a l determinations not i n the o r d i n a r y course 
of business c o n s i s t e n t w i t h p r i o r p r a c t i c e , under any 
c o l l e c t i v e b a r g a i n i n g agreement, Parent B e n e f i t Plan or 
Parent Employment Arrangement; provided,- however, t h a t 
n o t w i t h s t a n d i n g a n y t h i n g h e r e i n t o the c o n t r a r y , the 
fore g o i n g s h a l l not r e s t r i c t Parent o r the Parent 
S u b s i d i a r i e s from (1) e n t e r i n g i n t o o r making a v a i l a b l e 
t o newly h i r e d o f f i c e r s and employees or t o o f f i c e r s 
and employees i n the context of promotions based on j o b 
performance o r workplace requirements i n the o r d i n a r y 
course of business c o n s i s t e n t w i t h past p r a c t i c e , 
plans, agreements, b e n e f i t s and compensation 
arrangements ( i n c l u d i n g i n c e n t i v e grants) t h a t have, 
c o n s i s t e n t w i t h past p r a c t i c e , been made a v a i l a b l e t o 
newly h i r e d or promoted o f f i c e r s and employees, or (2) 
e n t e r i n g i n t o o r amending c o l l e c t i v e b a r g a i n i n g 
agreements w i t h e x i s t i n g c o l l e c t i v e b a r g a i n i n g 
r e p r e s e n t a t i v e s so as t o increase compensation o r 
b e n e f i t s i n a manner t h a t does not m a t e r i a l l y increase 
the b e n e f i t s o r compensation expenses of Parent and the 
Parent S u b s i d i a r i e s ; 

( v i ) make any change i n accounting methods, 
p r i n c i p l e s o r p r a c t i c e s m a t e r i a l l y a f f e c t i n g t h e 
re p o r t e d c onsolidated assets, l i a b i l i t i e s or r e s u l t s of 
operations of Parent, except as r e q u i r e d by a change i n 
GAAP; 

( v i i ) s e l l , lease (as l e s s o r ) , l i c e n s e o r 
otherwise dispose of or subject t o any L i e n any 
p r o p e r t i e s or assets t h a t are m a t e r i a l , i n d i v i d u a l l y or 
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i n the aggregate, t o Parent and the Parent 
S u b s i d i a r i e s , taken as a whole, except sales o f 
in v e n t o r y and excess o r obsolete assets i n the o r d i n a r y 
course of business consistent, w i t h past p r a c t i c e ; 

( v i i i ) except i n the o r d i n a r y course o f business 
c o n s i s t e n t w i t h p r i o r p r a c t i c e , (A) i n c u r any 
indebtedness f o r borrowed money or guarantee any such 
indebtedness of another person, issue or s e l l any debt 
s e c u r i t i e s or warrants o r other r i g h t s t o acquire any 
debt s e c u r i t i e s of Parent o r any Parent S u b s i d i a r y , 
guarantee any debt s e c u r i t i e s of another person, e n t e r 
i n t o any "keep w e l l " o r other agreement t o m a i n t a i n any 
f i n a n c i a l statement c o n d i t i o n of another person o r 
enter i n t o any arrangement having the economic e f f e c t 
of any of the for e g o i n g , i n each case, o t h e r than i n 
connection w i t h a r e f i n a n c i n g on commercially 
reasonable terms, o r (B) make any loans, advances o r 
c a p i t a l c o n t r i b u t i o n s t o , o r investments i n , any o t h e r 
person, other than t o or i n Parent or any d i r e c t or 
i n d i r e c t wholly owned s u b s i d i a r y of Parent; 

( i x ) make or agree t o make any new c a p i t a l 
expenditure or expenditures o t h e r than as p e r m i t t e d by 
Section 5 . 0 1 ( b ) ( i v ) t h a t , i n d i v i d u a l l y , i s i n excess o f 
$50,000,000 or, i n the aggregate, are i n excess of 
$250,000,000, except t o the e x t e n t made or agreed t o be 
made i n order t o ensure compliance w i t h the r u l e s and 
r e g u l a t i o n s or an order o f the NRC or any o t h e r 
Governmental E n t i t y o r t o ensure compliance w i t h the 
terms of any Permit; 

(x) make any m a t e r i a l Tax e l e c t i o n o r s e t t l e o r 
compromise any m a t e r i a l Tax l i a b i l i t y o r re f u n d ; 

( x i ) engage i n any a c t i v i t i e s which would cause a 
change i n i t s s t a t u s under' PUHCA, or t h a t would impair 
the a b i l i t y of Parent t o c l a i m an exemption as o f r i g h t 
under Rule 2 of PUHCA p r i o r t o the Merger, o t h e r than 
the a p p l i c a t i o n t o the SEC under PUHCA contemplated by 
t h i s Agreement; 

( x i i ) enter i n t o o r commit t o any Power Purchase 
Agreement except f o r any Power Purchase Agreement t h a t , 
i n the o r d i n a r y course o f business, can be entered i n t o 
w i t h o u t the p r i o r approval of the Board o f D i r e c t o r s o r 
a committee t h e r e o f of Parent (the t h r e s h o l d f o r 
r e q u i r i n g submission t o the board or a committee not t o 
be made s u b s t a n t i a l l y h i g h e r than t h a t i n e f f e c t on the 
date hereof) unless Parent c o n s u l t s w i t h t h e Company 
rega r d i n g such Power Purchase Agreement and Parent has 
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obtained the p r i o r w r i t t e n consent o f the Company t o 
such Power Purchase Agreement or such Power Purchase 
Agreement i s f u l l y compliant w i t h c r i t e r i a t o which the 
Company has p r e v i o u s l y given a generic consent, i n each 
case, which consent s h a l l not be unreasonably w i t h h e l d , 
i t being understood t h a t i n such c o n s u l t a t i o n process 
Parent and the Company s h a l l comply w i t h a l l A p p l i c a b l e 
Law and any a p p l i c a b l e c o n f i d e n t i a l i t y o r s i m i l a r t h i r d 
p a r t y agreement; or 

( x i i i ) a u t h o r i z e any o f , or commit o r agree t o 
take any o f , the fo r e g o i n g a c t i o n s . 

(c) Conduct of Business by Newco. Parent s h a l l 
cause Newco t o perform i t s o b l i g a t i o n s under t h i s Agreement 
and s h a l l not permit Newco t o take any a c t i o n o t h e r than i n 
fur t h e r a n c e of t h i s Agreement and the Transactions. 

(d) Other Ac t i o n s . The Company and Parent s h a l l 
not, and s h a l l not permit any of t h e i r r e s p e c t i v e s u b s i d i ­
a r i e s t o , take any a c t i o n t h a t would, o r t h a t c o u l d reason­
a b l y be expected t o , r e s u l t i n ( i ) any of the representa­
t i o n s and wa r r a n t i e s of such p a r t y set f o r t h i n t h i s 
Agreement t h a t i s q u a l i f i e d as t o m a t e r i a l i t y becoming 
unt r u e , ( i i ) any o f such r e p r e s e n t a t i o n s and wa r r a n t i e s t h a t 
i s not so q u a l i f i e d becoming untrue i n any m a t e r i a l respect 
or ( i i i ) except as otherwise p e r m i t t e d by Section 5.02 or 
5.03, any c o n d i t i o n t o the Merger set f o r t h i n A r t i c l e V I I 
not being s a t i s f i e d . 

(e) Advice o f Changes. The Company and Parent 
s h a l l promptly advise the ot h e r o r a l l y and i n w r i t i n g of any 
change or event t h a t has or could reasonably be expected t o 
have a Company M a t e r i a l Adverse E f f e c t o r Parent M a t e r i a l 
Adverse E f f e c t , as the case may be. 

( f ) Coordination of Divitfends. Each of Parent 
and the Company s h a l l coordinate w i t h the o t h e r regarding 
the d e c l a r a t i o n and payment o f dividends i n respect of-
Parent Common Stock and Company Common Stock and the recor d 
dates and payment dates r e l a t i n g t h e r e t o , i t being the 
i n t e n t i o n of Parent and the Company t h a t no h o l d e r of Parent 
Common Stock, Company Common Stock or Newco Common Stock 
s h a l l r e c e i v e two dividends, o r f a i l t o r e c e i v e one 
di v i d e n d , f o r any s i n g l e calendar q u a r t e r w i t h respect t o 
i t s shares o f Parent Common Stock o r Company Common Stock, 
as t he case may be, and/or any shares of Newco Common Stock 
any such holder receives i n exchange t h e r e f o r pursuant t o 
the Merger. 
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(g) Reorganizations. The p a r t i e s hereto agree 
t h a t t h i s Agreement s h a l l not i n any manner r e s t r i c t 
( i ) Parent from forming a h o l d i n g company and such 
s u b s i d i a r i e s as Parent considers a p p r o p r i a t e t o separate i t s 
r e g u l a t e d and unregulated businesses (the "Parent 
Reorganization") and ( i i ) the Company from forming such 
s u b s i d i a r i e s as the Company considers a p p r o p r i a t e t o 
separate i t s r e g u l a t e d and unregulated businesses (the 
"Company Re o r g a n i z a t i o n " ) . The p a r t i e s t o t h i s Agreement 
acknowledge and agree t h a t implementation by Parent of the 
Parent Reorganization o r by the Company of the Company 
Reorganization s h a l l not c o n s t i t u t e (x) a breach of or 
f a i l u r e t o perform any of the r e p r e s e n t a t i o n s , w a r r a n t i e s or 
covenants i n t h i s Agreement or (y) otherwise r e s u l t i n the 
f a i l u r e of any c o n d i t i o n t o the o b l i g a t i o n of the Company or 
Parent, as a p p l i c a b l e , t o consummate the Merger t o be 
s a t i s f i e d . 

(h) T r a n s i t i o n Bonds. Notwithstanding any 
p r o v i s i o n h e r e i n t o the c o n t r a r y , t h i s Agreement s h a l l not 
r e s t r i c t Parent from ( i ) i s s u i n g through PECO Energy Trust, 
a Delaware business t r u s t and a Parent Subsidiary, o r 
through any ot h e r s p e c i a l purpose e n t i t y which i s a Parent 
Subsidiary, t r a n s i t i o n bonds i n accordance w i t h the 
Pennsylvania Competition Act i n an aggregate p r i n c i p a l 
amount not t o exceed $1,000,000,000, ( i i ) s e l l i n g , i n 
connection w i t h such issuance, a l l o r any p a r t of the 
" I n t a n g i b l e T r a n s i t i o n Property" (as such term i s def i n e d i n 
the Pennsylvania Competition Act) and any ot h e r p r o p e r t y o r 
r i g h t s necessary as c o l l a t e r a l t o secure such t r a n s i t i o n 
bonds and ( i i i ) using the proceeds from such issuances of 
t r a n s i t i o n bonds t o purchase Parent Common Stock f o r 
aggregate c o n s i d e r a t i o n of up t o $500,000,000 as 
contemplated by Section 6.15(a), t o repay outstanding debt 
of the Parent o r t o purchase Parent P r e f e r r e d Stock. 

SECTION 5.02. No S o l i c i t a t i o n by Company. 
(a) The Company agrees t h a t , d u r i n g the term of t h i s 
Agreement, i t s h a l l not, and s h a l l not aut h o r i z e or permit 
any of i t s s u b s i d i a r i e s or any d i r e c t o r , o f f i c e r , employee, 
agent or r e p r e s e n t a t i v e ( c o l l e c t i v e l y , "Representatives") of 
the Company or any of i t s s u b s i d i a r i e s , d i r e c t l y or 
i n d i r e c t l y , t o ( i ) s o l i c i t , i n i t i a t e , encourage or 
f a c i l i t a t e , or f u r n i s h or d i s c l o s e non-public i n f o r m a t i o n i n 
fur t h e r a n c e o f , any i n q u i r i e s or the making of any proposal 
w i t h respect t o a Company Competing Transaction (as def i n e d 
herein) or ( i i ) n e g o t i a t e , explore o r otherwise engage i n 
discussions w i t h any person (other than Parent o r Newco or 
t h e i r r e s p e c t i v e Representatives) w i t h respect t o any 
Company Competing Transaction. The term "Company Competing 
Transaction" means any r e c a p i t a l i z a t i o n , merger. 
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c o n s o l i d a t i o n o r ot h e r business combination i n v o l v i n g the 
Company, or a c q u i s i t i o n of any m a t e r i a l p o r t i o n of the 
c a p i t a l stock or assets (except f o r (A) a c q u i s i t i o n s of 
assets i n the o r d i n a r y course o f business, (B) a c q u i s i t i o n s 
by the Company t h a t do not and could not reasonably be 
expected t o impede the consummation of the Merger and do not 
v i o l a t e any other covenant i n t h i s Agreement, 
(C) t r a n s a c t i o n s d i s c l o s e d i n the Company Dis c l o s u r e L e t t e r 
and (D) the Transactions) o f the Company, or any combination 
of the fo r e g o i n g . The Company w i l l immediately cease a l l 
e x i s t i n g a c t i v i t i e s , d i scussions and n e g o t i a t i o n s w i t h any 
p a r t i e s conducted h e r e t o f o r e w i t h respect t o any of the 
fo r e g o i n g and s h a l l use i t s reasonable best e f f o r t s t o 
enforce any c o n f i d e n t i a l i t y o r s i m i l a r agreement r e l a t i n g t o 
a Company Competing Tr a n s a c t i o n . From and a f t e r the 
execution of t h i s Agreement, the Company s h a l l immediately 
advise Parent i n w r i t i n g of the r e c e i p t , d i r e c t l y o r 
i n d i r e c t l y , o f any i n q u i r i e s , d i scussions, n e g o t i a t i o n s , or 
proposals r e l a t i n g t o a Company Competing Transaction 
( i n c l u d i n g the s p e c i f i c terms t h e r e o f ) , and promptly f u r n i s h 
t o Parent a copy o f any such proposal o r i n q u i r y i n a d d i t i o n 
t o any i n f o r m a t i o n p r o v i d e d t o or by any t h i r d p a r t y 
r e l a t i n g t h e r e t o and i f such proposal or i n q u i r y i s not i n 
w r i t i n g , the i d e n t i t y of the person making such proposal or 
i n q u i r y . N o twithstanding the f o r e g o i n g , p r i o r t o r e c e i p t of 
the Company Shareholder Approval, the Company may, but onl y 
t o the extent t h a t the Board o f D i r e c t o r s o f the Company 
s h a l l conclude i n good f a i t h , based upon the advice of i t s 
o u t s i d e counsel, t h a t f a i l u r e t o take such a c t i o n could 
reasonably be expected t o c o n s t i t u t e a breach o f the 
f i d u c i a r y o b l i g a t i o n s of such Board o f D i r e c t o r s under 
A p p l i c a b l e Law, i n response t o a proposal f o r a Company 
Competing Transaction t h a t c o n s t i t u t e s a Q u a l i f y i n g Company 
Proposal (as d e f i n e d i n Section 5.02(d)) t h a t d i d not r e s u l t 
from the breach or a deemed breach of t h i s Section 5.02, and 
sub j e c t t o compliance w i t h t he n o t i f i c a t i o n p r o v i s i o n s of 
t h i s Section 5.02, (A) f u r n i s h non-public i n f o r m a t i o n w i t h 
respect t o the Company t o the person proposing such Company 
Competing Transaction and i t s Representatives pursuant t o a 
c o n f i d e n t i a l i t y agreement w i t h terms no less r e s t r i c t i v e of 
such person than those set f o r t h i n the C o n f i d e n t i a l i t y 
Agreement (as d e f i n e d i n Section 6.02) and (B) p a r t i c i p a t e 
i n discussions or n e g o t i a t i o n s w i t h such person and i t s 
Representatives r e g a r d i n g such Company Competing 
Transaction. Without l i m i t i n g the f o r e g o i n g , i t i s agreed 
t h a t any v i o l a t i o n of the r e s t r i c t i o n s set f o r t h i n t h i s 
Section 5.02(a) by any Representative o r a f f i l i a t e o f the 
Company or any Company Subs i d i a r y , whether or not such 
person i s p u r p o r t i n g t o act on behal f of the Company or any 
Company Subsidiary or otherwise, shall be deemed to be a 
breach o f t h i s Section 5.02(a) by the Company. 
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(£>) Neit h e r the Board o f D i r e c t o r s o f the Company 
nor any committee thereof s h a l l ( i ) withdraw or modify, or 
propose t o withdraw or modify, i n a manner adverse t o 
Parent, the approval o r recommendation by the Board of 
D i r e c t o r s of the Company o f t h i s Agreement and the 
Transactions, ( i i ) approve, or permit or cause the Company 
t o e n t e r i n t o , any d e f i n i t i v e agreement p r o v i d i n g f o r the 
implementation of any Company Competing T r a n s a c t i o n (each a 
"Company A c c r u i s i t i o n Agreement") or ( i i i ) approve o r 
recommend, or propose t o approve or recommend, any Company 
Competing Transaction. N o t w i t h s t a n d i n g the f o r e g o i n g , p r i o r 
t o r e c e i p t o f the Company Shareholder Approval, and onl y t o 
the extent t h a t the Board o f D i r e c t o r s of the Company s h a l l 
conclude i n good f a i t h , based upon the advice o f i t s outside 
counsel, t h a t f a i l u r e t o take such a c t i o n c o u l d reasonably 
be expected t o c o n s t i t u t e a breach of the f i d u c i a r y 
o b l i g a t i o n s of such Board o f D i r e c t o r s under A p p l i c a b l e Law 
i n response t o a proposal f o r a Company Competing 
Transaction t h a t c o n s t i t u t e s a Q u a l i f y i n g Company Proposal 
t h a t d i d not r e s u l t from the breach or a deemed breach o f 
t h i s Section 5.02, (A) the Board of D i r e c t o r s o f the Company 
may withdraw or modify i t s approval or recommendation of 
t h i s Agreement and the Transactions and, i n connection 
t h e r e w i t h , approve or recommend such Q u a l i f y i n g Company 
Proposal and (B) the Board of D i r e c t o r s of the Company may 
approve and the Company may en t e r i n t o a Company A c q u i s i t i o n 
Agreement contemporaneously w i t h i t s t e r m i n a t i o n o f t h i s 
Agreement pursuant t o Section 8 . 0 1 ( f ) . 

(c) Nothing contained i n t h i s S e c t i o n 5.02 s h a l l 
p r o h i b i t the Company from t a k i n g and d i s c l o s i n g t o i t s 
shareholders a p o s i t i o n contemplated by Rule 14e-2(a) 
promulgated under the Exchange Act or from making any 
d i s c l o s u r e t o i t s shareholders i f , i n the good f a i t h 
judgment of the Board o f D i r e c t o r s of the Company a f t e r 
c o n s u l t a t i o n w i t h o u t s i d e counsel, f a i l u r e t o so d i s c l o s e 
would be i n c o n s i s t e n t w i t h i t s o b l i g a t i o n s under A p p l i c a b l e 
Law. 

(d) For purposes o f t h i s Agreement, " Q u a l i f y i n g 
Company Proposal" means any proposal made by a t h i r d p a r t y 
t o acquire a l l of the e q u i t y s e c u r i t i e s o r a l l o r 
s u b s t a n t i a l l y a l l o f the assets of the Company, pursuant t o 
a tender o f f e r , a merger, a c o n s o l i d a t i o n , a 
r e c a p i t a l i z a t i o n , a sale of i t s assets or oth e r w i s e , t h a t i s 
(A) f o r c o n s i d e r a t i o n t h a t i s comprised s o l e l y of cash or 
marketable s e c u r i t i e s , or a combination t h e r e o f , and not 
con d i t i o n e d on f i n a n c i n g , (B) on terms which t he Board o f 
D i r e c t o r s of the Company determines i n i t s good f a i t h 
judgment (based on the advice of a n a t i o n a l l y recognized 
independent investment banking f i r m ) t o be s u p e r i o r from a 
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f i n a n c i a l p o i n t of view t o the holders of Company Common 
Stock t o the Transactions ( t a k i n g i n t o account a l l o f the 
terms of any proposal by Parent t o amend or modify the terms 
of the Transactions) and t o be more f a v o r a b l e g e n e r a l l y t o 
the Company's shareholders than the Transactions ( t a k i n g 
i n t o account a l l f i n a n c i a l and s t r a t e g i c c o n s i d e r a t i o n s , 
i n c l u d i n g r e l e v a n t l e g a l , f i n a n c i a l , r e g u l a t o r y and other 
aspects o f such proposal and the t h i r d p a r t y making such 
proposal and the c o n d i t i o n s and prospects f o r completion of 
such proposal, the s t r a t e g i c d i r e c t i o n of and b e n e f i t s 
sought by the Company and a l l of the terms o f any proposal 
by Parent t o amend or modify the terms of the Transactions) 
and (C) reasonably capable o f being completed w i t h i n 18 
months of the t e r m i n a t i o n of t h i s Agreement o r by the 
Outside Date, whichever i s l a t e r , t a k i n g i n t o account a l l 
l e g a l , f i n a n c i a l , r e g u l a t o r y and o t h e r aspects of such 
proposal and the t h i r d p a r t y making such proposal. 

SECTION 5.03. No S o l i c i t a t i o n by Parent. 
(a) Parent agrees t h a t , d u r i n g the term of t h i s Agreement, 
i t s h a l l not, and s h a l l not a u t h o r i z e or permit any o f i t s 
s u b s i d i a r i e s or any of i t s o r i t s s u b s i d i a r i e s ' 
Representatives, d i r e c t l y o r i n d i r e c t l y , t o ( i ) s o l i c i t , 
i n i t i a t e , encourage or f a c i l i t a t e , o r f u r n i s h o r d i s c l o s e 
non-public i n f o r m a t i o n i n f u r t h e r a n c e o f , any i n q u i r i e s o r 
the making of any proposal w i t h respect t o a Parent 
Competing Transaction (as d e f i n e d herein) or ( i i ) n e g o t i a t e , 
explore o r otherwise engage i n discussions w i t h any person 
(other than Company or Newco or t h e i r r e s p e c t i v e 
Representatives) w i t h respect t o any Parent Competing 
Transaction. The term "Parent Competing Transaction" means 
any r e c a p i t a l i z a t i o n , merger, c o n s o l i d a t i o n o r ot h e r 
business combination i n v o l v i n g Parent, or a c q u i s i t i o n of any 
m a t e r i a l p o r t i o n of the c a p i t a l stock o r assets (except f o r 
(A) a c q u i s i t i o n s o f assets i n the o r d i n a r y course o f 
business, (B) a c q u i s i t i o n s by Parent t h a t do not and could 
not reasonably be expected t o impede the consummation of the 
Merger and do not v i o l a t e any ot h e r covenant i n t h i s 
Agreement, (C) t r a n s a c t i o n s d i s c l o s e d i n the Parent 
Disclosure L e t t e r and (D) the Transactions) o f Parent, o r 
any combination of the f o r e g o i n g . Parent w i l l immediately 
cease a l l e x i s t i n g a c t i v i t i e s , discussions and n e g o t i a t i o n s 
w i t h any p a r t i e s conducted h e r e t o f o r e w i t h respect t o any of 
the f o r e g o i n g and s h a l l use i t s reasonable best e f f o r t s t o 
enforce any c o n f i d e n t i a l i t y o r s i m i l a r agreement r e l a t i n g t o 
a Parent Competing Transaction. From and a f t e r the 
execution of t h i s Agreement, Parent s h a l l immediately advise 
the Company i n w r i t i n g o f the r e c e i p t , d i r e c t l y o r 
i n d i r e c t l y , of any i n q u i r i e s , d i s c u s s i o n s , n e g o t i a t i o n s , o r 
proposals r e l a t i n g t o a Parent Competing Tr a n s a c t i o n 
( i n c l u d i n g the s p e c i f i c terms t h e r e o f ) , and pr o m p t l y f u r n i s h 
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t o the Company a copy o f any such proposal o r i n q u i r y i n 
a d d i t i o n t o any i n f o r m a t i o n p r o v i d e d t o or by any t h i r d 
p a r t y r e l a t i n g t h e r e t o and i f such proposal o r i n q u i r y i s 
not i n w r i t i n g , the i d e n t i t y o f the person making such 
proposal or i n q u i r y . N o twithstanding the f o r e g o i n g , p r i o r 
t o r e c e i p t of the Parent Shareholder Approval, Parent may, 
but o n l y t o the extent t h a t the Board of D i r e c t o r s o f Parent 
s h a l l conclude i n good f a i t h , based upon the advice of i t s 
o u t s i d e counsel, t h a t f a i l u r e t o take such a c t i o n could 
reasonably be expected t o c o n s t i t u t e a breach of the 
f i d u c i a r y o b l i g a t i o n s of such Board of D i r e c t o r s under 
A p p l i c a b l e Law, i n response t o a proposal f o r a Parent 
Competing Transaction t h a t c o n s t i t u t e s a Q u a l i f y i n g Parent 
Proposal (as defined i n Section 5.03(d)) t h a t d i d not r e s u l t 
from the breach, or a deemed breach of t h i s Section 5.03, and 
sub j e c t t o compliance w i t h the n o t i f i c a t i o n p r o v i s i o n s of 
t h i s Section 5.03, (A) f u r n i s h non-public i n f o r m a t i o n w i t h 
respect t o Parent t o the person proposing such Parent 
.Competing Transaction and i t s Representatives pursuant t o a 
c o n f i d e n t i a l i t y agreement w i t h terms no les s r e s t r i c t i v e of 
such person than those set f o r t h i n the C o n f i d e n t i a l i t y 
Agreement (as defined i n Section 6.02) and (B) p a r t i c i p a t e 
i n discussions or n e g o t i a t i o n s w i t h such person and i t s 
Representatives regarding such Parent Competing Transaction. 
Without l i m i t i n g the fo r e g o i n g , i t i s agreed t h a t any 
v i o l a t i o n o f the r e s t r i c t i o n s set f o r t h i n t h i s 
S e c tion 5.03(a) by any Representative or a f f i l i a t e o f Parent 
or any Parent Subsidiary, whether or not such person i s 
p u r p o r t i n g t o act on behalf o f Parent o r any Parent 
S u b s i d i a r y o r otherwise, s h a l l be deemed t o be a breach o f 
t h i s S ection 5.03(a) by Parent. 

(b) Neither the Board of D i r e c t o r s of Parent nor 
any committee thereof s h a l l ( i ) withdraw or modify, o r 
propose t o withdraw or modify, i n a manner adverse t o the 
Company, the approval or recommendation by the Board o f 
D i r e c t o r s of Parent of t h i s Agreement and the Transactions, 
( i i ) approve, or permit or cause Parent t o en t e r i n t o , any 
d e f i n i t i v e agreement p r o v i d i n g f o r the implementation of any 
Parent Competing Transaction (each a "Parent A c q u i s i t i o n 
Agreement") o r ( i i i ) approve o r recommend, or propose t o 
approve or recommend, any Parent Competing Transaction. 
N o t w i t h s t a n d i n g the fo r e g o i n g , p r i o r t o r e c e i p t of the 
Parent Shareholder Approval, and o n l y t o the ex t e n t t h a t the 
Board o f D i r e c t o r s of Parent s h a l l conclude i n good f a i t h , 
based upon the advice of i t s o u t s i d e counsel, t h a t f a i l u r e 
t o take such a c t i o n could reasonably be expected t o 
c o n s t i t u t e a breach of the f i d u c i a r y o b l i g a t i o n s of such 
Board o f D i r e c t o r s under A p p l i c a b l e Law i n response t o a 
proposal f o r a Parent Competing Transaction t h a t c o n s t i t u t e s 
a Q u a l i f y i n g Parent Proposal t h a t d i d not r e s u l t from the 
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breach or a deemed breach of t h i s Section 5.03, (A) the 
Board of D i r e c t o r s of Parent may withdraw o r modify i t s 
approval o r recommendation of. t h i s Agreement and the 
Transactions and, i n connection t h e r e w i t h , approve o r 
recommend such Q u a l i f y i n g Parent Proposal and (B) the Board 
of D i r e c t o r s o f Parent may approve and Parent may en t e r i n t o 
a Parent A c q u i s i t i o n Agreement contemporaneously w i t h i t s 
t e r m i n a t i o n of t h i s Agreement pursuant t o Se c t i o n 8.01(h). 

(c) Nothing contained i n t h i s Section 5.03 s h a l l 
p r o h i b i t Parent from t a k i n g and d i s c l o s i n g t o i t s 
shareholders a p o s i t i o n contemplated by Rule 14e-2(a) 
promulgated under the Exchange Act or from making any 
d i s c l o s u r e t o i t s shareholders i f , i n the good f a i t h 
judgment o f the Board of D i r e c t o r s of Parent a f t e r 
c o n s u l t a t i o n w i t h outside counsel, f a i l u r e t o so d i s c l o s e 
would be i n c o n s i s t e n t w i t h i t s o b l i g a t i o n s under A p p l i c a b l e 
Law. 

(d) For purposes o f t h i s Agreement, " Q u a l i f y i n g 
Parent Proposal" means any proposal made by a t h i r d p a r t y t o 
acquire a l l o f the e q u i t y s e c u r i t i e s o r a l l o r s u b s t a n t i a l l y 
a l l o f the assets of Parent, pursuant t o a tender o f f e r , a 
merger, a c o n s o l i d a t i o n , a r e c a p i t a l i z a t i o n , a sale of i t s 
assets of otherwise, t h a t i s (A) f o r c o n s i d e r a t i o n t h a t i s 
comprised s o l e l y of cash o r marketable s e c u r i t i e s , o r a 
combination t h e r e o f , and not c o n d i t i o n e d on f i n a n c i n g , 
(B) on terms which the Board of D i r e c t o r s o f Parent 
determines i n i t s good f a i t h judgment (based on the advice 
of a n a t i o n a l l y recognized independent investment banking 
f i r m ) t o be su p e r i o r from a f i n a n c i a l p o i n t o f view t o the 
holders of Parent Common Stock t o the Transactions ( t a k i n g 
i n t o account a l l of the terms of any proposal by Company t o 
amend o r modify the terms of the Transactions) and t o be 
more f a v o r a b l e g e n e r a l l y t o Parent 1s shareholders than the 
Transactions ( t a k i n g i n t o account a l l f i n a n c i a l and 
s t r a t e g i c c o n s i d e r a t i o n s , i n c l u d i n g r e l e v a n t l e g a l , 
f i n a n c i a l , r e g u l a t o r y and other aspects o f such proposal and 
the t h i r d p a r t y making such proposal and the c o n d i t i o n s and 
prospects f o r completion of such proposal, the s t r a t e g i c 
d i r e c t i o n o f and b e n e f i t s sought by Parent and a l l of the 
terms o f any proposal by the Company t o amend o r modify the 
terms o f the Transactions) and (C) reasonably capable of 
being completed w i t h i n 18 months of the t e r m i n a t i o n of t h i s 
Agreement o r by the Outside Date, whichever i s l a t e r , t a k i n g 
i n t o account a l l l e g a l , f i n a n c i a l , r e g u l a t o r y and o t h e r 
aspects of such proposal and the t h i r d p a r t y making such 
propos a l . 
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ARTICLE V I 

A d d i t i o n a l Agreements 

SECTION 6-01. Preparation o f the Form S-4 and the 
Proxy Statement: Shareholders Meetings: Adoption by Sole 
Shareholder. (a) The Company, Parent and Newco s h a l l 
prepare and f i l e w i t h the SEC the Proxy Statement i n 
p r e l i m i n a r y form and Parent, the Company and Newco s h a l l 
prepare and f i l e w i t h the SEC the Form S-4, i n which the 
Proxy Statement w i l l be included as a prospectus. Each o f 
the Company, Parent and Newco s h a l l use i t s reasonable best 
e f f o r t s t o have the Form S-4 declared e f f e c t i v e under the 
S e c u r i t i e s Act as promptly as p r a c t i c a b l e a f t e r such f i l i n g . 
Each of the Company, Parent and Newco s h a l l " u s e i t s 
reasonable best e f f o r t s t o cause the Proxy Statement t o be 
mailed t o i t s r e s p e c t i v e shareholders as promptly as 
p r a c t i c a b l e a f t e r the Form S-4 i s declared e f f e c t i v e under 
the S e c u r i t i e s Act. Newco s h a l l a l s o take any a c t i o n (other 
than q u a l i f y i n g t o do business i n any j u r i s d i c t i o n i n which 
i t i s not now so q u a l i f i e d ) r e q u i r e d t o be taken under any 
ap p l i c a b l e s t a t e s e c u r i t i e s laws i n connection w i t h the 
issuance of Newco Common Stock i n the Merger and under the 
Company Stock Plans and the Parent Stock Plans, and the 
Company and Parent s h a l l f u r n i s h a l l i n f o r m a t i o n concerning 
the Company or Parent, as a p p l i c a b l e , and the holders of the 
Company Common Stock o r Parent Common Stock and r i g h t s t o 
acquire Company Common Stock or Parent Common Stock pursuant 
t o the Company Stock Plans o r the Parent Stock Plans as may 
be reasonably requested i n connection w i t h any such a c t i o n . 
The p a r t i e s s h a l l n o t i f y each other promptly o f the r e c e i p t 
of any comments from t he SEC or i t s s t a f f and of any request 
by the SEC or i t s s t a f f f o r amendments or supplements t o the 
Proxy Statement o r the Form S-4 or f o r a d d i t i o n a l 
i n f o r m a t i o n and s h a l l supply each o t h e r w i t h copies of a l l 
correspondence between such p a r t y or any of i t s 
Representatives, on the one hand, and the SEC or i t s s t a f f , 
on the o t h e r hand, w i t h respect t o the Proxy Statement, the 
Form S-4 or the Merger. 

(b) I f p r i o r t o the Merger E f f e c t i v e Time any 
event occurs w i t h respect t o the Company or any Company 
Subsidiary o r any change occurs w i t h respect t o i n f o r m a t i o n 
s u p p l i e d by o r on b e h a l f of the Company f o r i n c l u s i o n i n the 
Proxy Statement o r the Form S-4 which, i n each case, i s 
re q u i r e d t o be described i n an amendment o f , o r a supplement 
t o , the Proxy Statement or the Form S-4, the Company s h a l l 
promptly n o t i f y Parent of such event, and the Company s h a l l 
cooperate w i t h Parent and Newco i n the prompt f i l i n g w i t h 
the SEC of any necessary amendment or supplement t o the 
Proxy Statement and Form S-4 and, as r e q u i r e d by law, i n 
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disseminating the i n f o r m a t i o n contained i n such amendment or 
supplement t o the Company's shareholders and t o Parent's 
shareholders. 

(c) I f p r i o r t o the Merger E f f e c t i v e Time any 
event occurs w i t h respect t o Parent o r any Parent Subsidiary 
or any change occurs w i t h respect t o i n f o r m a t i o n s u p p l i e d by 
or on behalf of Parent f o r i n c l u s i o n i n the Proxy Statement 
or the Form S-4 which, i n each case, i s r e q u i r e d t o be 
described i n an amendment o f , o r a supplement t o , the Proxy 
Statement o r the Form S-4, Parent s h a l l promptly n o t i f y the 
Company of such event, and Parent s h a l l cooperate w i t h 
Company i n the prompt f i l i n g w i t h the SEC of any necessary 
amendment or supplement t o the Proxy Statement and the 
Form S-4 and, as r e q u i r e d by law, i n dis s e m i n a t i n g the 
i n f o r m a t i o n contained i n such amendment or supplement t o the 
Company's shareholders, and t o Parent's shareholders. 

(d) The Company s h a l l , as soon as p r a c t i c a b l e 
f o l l o w i n g e f f e c t i v e n e s s o f the Form S-4, dul y c a l l , give 
n o t i c e of, convene and h o l d a meeting of i t s shareholders 
{the "Company Shareholders Meeting") f o r the purpose of 
seeking the Company Shareholder Approval. The Company s h a l l 
use i t s reasonable best e f f o r t s t o cause the Proxy Statement 
t o be mailed t o the Company's shareholders as promptly as 
p r a c t i c a b l e a f t e r t h e Form S-4 i s dec l a r e d e f f e c t i v e under 
the S e c u r i t i e s Act. Subject t o Section 5.02(b), the Company 
s h a l l , through i t s Board o f D i r e c t o r s , recommend t o i t s 
shareholders t h a t t h e y g i v e the Company Shareholder 
Approval. Without l i m i t i n g the g e n e r a l i t y of the for e g o i n g , 
the Company agrees t h a t i t s o b l i g a t i o n s pursuant t o the 
f i r s t two sentences of t h i s Section 6.01(d) s h a l l not be 
a f f e c t e d by the commencement, p u b l i c proposal, p u b l i c 
d i s c l o s u r e o r communication t o the Company of any Company 
Competing Transaction. 

(e) Parent s h a l l , as soon as p r a c t i c a b l e 
f o l l o w i n g the date o f t h i s Agreement, d u l y c a l l , g i v e n o t i c e 
o f , convene and ho l d a meeting of i t s shareholders (the 
"Parent Shareholders Meeting") f o r the purpose of seeking 
the Parent Shareholder Approval. The Parent s h a l l use i t s 
reasonable best e f f o r t s t o cause the Proxy Statement t o be 
mailed t o the Parent's shareholders as promptly as 
p r a c t i c a b l e a f t e r the Form S-4 i s declared e f f e c t i v e under 
the S e c u r i t i e s Act. Subject t o Se c t i o n 5.03(b), Parent 
s h a l l , through i t s Board o f D i r e c t o r s , recommend t o i t s 
shareholders t h a t they g i v e the Parent Shareholder Approval. 
Without l i m i t i n g the g e n e r a l i t y of the for e g o i n g , Parent 
agrees t h a t i t s o b l i g a t i o n s pursuant t o the f i r s t two 
sentences of t h i s S e ction 6.01(e) s h a l l not be a f f e c t e d by 
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the commencement, p u b l i c p roposal, p u b l i c d i s c l o s u r e or 
communication t o Parent of any Parent Competing Transaction 

( f ) The Company s h a l l use i t s reasonable best 
e f f o r t s t o cause t o be d e l i v e r e d t o Parent a l e t t e r of 
A r t h u r Andersen LLP, the Company's independent p u b l i c 
accountants, dated a date w i t h i n two business days before 
the date on which the Form S-4 s h a l l become e f f e c t i v e and 
addressed t o Parent, i n form and substance reasonably 
s a t i s f a c t o r y t o Parent and customary i n scope and substance 
f o r l e t t e r s d e l i v e r e d by independent p u b l i c . a c c o u n t a n t s i n 
connection w i t h r e g i s t r a t i o n statements s i m i l a r t o the 
Form S-4. 

(g) Parent s h a l l use i t s reasonable best e f f o r t s 
t o cause t o be . d e l i v e r e d t o the Company a l e t t e r o f 
PricewaterhouseCoopers LLP, Parent's independent p u b l i c 
accountants, dated a date w i t h i n two business days before 
the date on which the Form S-4 s h a l l become e f f e c t i v e and 
addressed t o the Company, i n form and substance reasonably 
s a t i s f a c t o r y t o the Company and customary i n scope and 
substance f o r l e t t e r s d e l i v e r e d by independent p u b l i c 
accountants i n connection w i t h r e g i s t r a t i o n statements 
s i m i l a r t o the Form S-4. 

(h) Parent, as sol e shareholder of Newco, s h a l l 
adopt t h i s Agreement. 

SECTION 6.02. Access t o I n f o r m a t i o n : C o n f i d e n t i ­
a l i t y . Each of the Company and Parent a f t e r reasonable 
n p t i c e s h a l l , and s h a l l cause each of i t s r e s p e c t i v e 
s u b s i d i a r i e s to,_ a f f o r d t o the o t h e r p a r t y and t o the 
o f f i c e r s , employees, accountants, counsel, f i n a n c i a l 
a dvisors and other r e p r e s e n t a t i v e s of such o t h e r p a r t y , 
reasonable access d u r i n g normal business hours d u r i n g the 
p e r i o d p r i o r t o the Merger E f f e c t i v e Time t o a l l t h e i r 
r e s p e c t i v e p r o p e r t i e s , books, c o n t r a c t s , commitments, 
personnel and records and, d u r i n g such p e r i o d , each of the 
Company and parent s h a l l , and s h a l l cause each of i t s 
r e s p e c t i v e s u b s i d i a r i e s t o , f u r n i s h promptly t o the other 
p a r t y (a) a copy of each r e p o r t , schedule, r e g i s t r a t i o n 
statement and other document f i l e d by i t d u r i n g such p e r i o d 
pursuant t o the requirements o f Federal o r s t a t e s e c u r i t i e s 
laws and (b) a l l . o t h e r i n f o r m a t i o n concerning i t s business, 
p r o p e r t i e s and personnel as such o t h e r p a r t y may reasonably 
request. Without l i m i t i n g t h e g e n e r a l i t y of the for e g o i n g , 
each of the Company and Parent s h a l l , w i t h i n two business 
days o f request t h e r e f o r , p r o v i d e t o the ot h e r the 
i n f o r m a t i o n (x) described i n Rule 14a-7 (a) (2) ( i i ) under the 
Exchange Act, (y) t o which a ho l d e r of Company Common Stock 
would be e n t i t l e d under Section 7.75 of the IBCA (assuming 

[ i n f C o r p j 9 8 2 B 5 1 . 6 : 3 8 1 5 ; 0 1 / 1 0 / 2 0 0 0 - - 7 ; 3 4 p ] 



70 

such holder met the requirements of such Section) and (z) t o 
which a holder of Parent Common Stock would be e n t i t l e d 
under Section 1508 o f the PBCL (assuming such h o l d e r met the 
requirements of such S e c t i o n ) . A l l i n f o r m a t i o n exchanged 
pursuant t o t h i s Section 6.02 s h a l l be s u b j e c t t o the 
c o n f i d e n t i a l i t y . a g r e e m e n t dated J u l y 15, 1999, between the 
Company and Parent (the " C o n f i d e n t i a l i t y Agreement"). and 
t h i s Agreement c o n s t i t u t e s a D e f i n i t i v e Agreement as d e f i n e d 
t h e r e i n . 

SECTION 6.03. Regulatory Matters: Reasonable Best 
E f f o r t s . (a) Regulatory Approvals. Upon the terms and 
subject t o the c o n d i t i o n s set f o r t h i n t h i s Agreement, and 
subject t o a c t i o n s taken i n compliance w i t h S e c t i o n 5.02(b) 
or 5.03(b), as the case may be, each o f the p a r t i e s hereto 
s h a l l cooperate and promptly prepare and f i l e a l l necessary 
documentation, t o e f f e c t a l l necessary a p p l i c a t i o n s , 
n o t i c e s , p e t i t i o n s , f i l i n g s and ot h e r documents, and s h a l l 
use reasonable best e f f o r t s t o o b t a i n a l l necessary Consents 
of a l l Governmental E n t i t i e s necessary or ad v i s a b l e t o 
consummate and make e f f e c t i v e , i n the most e x p e d i t i o u s 
manner p r a c t i c a b l e , the Merger and the other Transactions, 
i n c l u d i n g the Parent Required S t a t u t o r y Approvals and the 
Company Required S t a t u t o r y Approvals. Parent s h a l l have the 
r i g h t t o review and approve i n advance a l l c h a r a c t e r i z a t i o n s 
of the i n f o r m a t i o n r e l a t i n g t o the Company, on the one hand, 
and the Company s h a l l have the r i g h t t o review and approve 
i n advance a l l c h a r a c t e r i z a t i o n s of the i n f o r m a t i o n r e l a t i n g 
t o Parent, on the other hand, i n e i t h e r case, which appear 
i n any f i l i n g made i n connection w i t h t he Merger or the 
other Transactions. Parent and the Company agree t h a t they 
w i l l c o n s u l t w i t h each other w i t h respect t o the o b t a i n i n g 
of a l l such necessary Consents of Governmental E n t i t i e s . 

(b) Further A c t i o n s . Upon the terms and su b j e c t 
t o the c o n d i t i o n s set f o r t h i n t h i s Agreement, each of the 
p a r t i e s agrees t o use reasonable best e f f o r t s t o take, o r 
cause t o be taken, a l l a c t i o n s , and t o do, or cause t o be 
done, and t o a s s i s t and cooperate w i t h the o t h e r p a r t i e s i n 
doing, a l l t h i n g s necessary, proper o r advisable t o 
consummate and make e f f e c t i v e , i n the most e x p e d i t i o u s 
manner p r a c t i c a b l e , the Merger and the ot h e r Transactions, 
i n c l u d i n g ( i ) the o b t a i n i n g o f a l l necessary consents, 
approvals o r waivers from t h i r d p a r t i e s , ( i i ) t h e defending 
of any l a w s u i t s o r other l e g a l proceedings, whether j u d i c i a l 
or a d m i n i s t r a t i v e , c h a l l e n g i n g t h i s Agreement or the 
consummation of the Transactions, i n c l u d i n g seeking t o have 
any stay o r temporary r e s t r a i n i n g order entered by any co u r t 
or other Governmental E n t i t y vacated o r reversed, and 
( i i i ) the execution and d e l i v e r y of any a d d i t i o n a l 
instruments necessary t o consummate the Transactions and t o 
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f u l l y c a r r y out the purposes o f t h i s Agreement. 
Notwithstanding the foregoing, the Company and i t s 
Representatives and Parent and i t s Representatives s h a l l not 
be p r o h i b i t e d under t h i s Section 6.03(b) from t a k i n g any 
act i o n s i n compliance w i t h Section 5.02(b) or 5.03(b), 
r e s p e c t i v e l y . 

(c) State Anti-Takeover S t a t u t e s . I n connection 
w i t h and w i t h o u t l i m i t i n g the g e n e r a l i t y of Section 6.03(b), 
Parent and the Company s h a l l ( i ) take a l l a c t i o n necessary 
t o ensure t h a t no s t a t e a n t i - t a k e o v e r s t a t u t e o r s i m i l a r 
s t a t u t e o r r e g u l a t i o n i s or becomes a p p l i c a b l e t o any 
Transaction o r t h i s Agreement and ( i i ) i f any s t a t e a n t i ­
takeover s t a t u t e o r s i m i l a r s t a t u t e o r r e g u l a t i o n becomes 
a p p l i c a b l e t o any Transaction o r t h i s Agreement, take a l l 
a c t i o n necessary t o ensure t h a t the Merger and the ot h e r 
Transactions may be consummated as promptly as p r a c t i c a b l e 
on the terms contemplated by t h i s Agreement and otherwise t o 
minimize t he e f f e c t of such s t a t u t e o r r e g u l a t i o n on the 
Merger and the other Transactions. N o t w i t h s t a n d i n g the 
foregoing, t he Company and i t s Representatives and Parent 
and i t s Representatives s h a l l not be p r o h i b i t e d under t h i s 
Section 6.03(c) from t a k i n g any a c t i o n p e r m i t t e d by Section 
5.02(b) or 5.03(b), r e s p e c t i v e l y . 

(d) Notices. The Company s h a l l g i v e prompt 
n o t i c e t o Parent, and Parent or Newco s h a l l g i v e prompt 
n o t i c e t o the Company, of ( i ) any r e p r e s e n t a t i o n o r warranty 
made by i t contained i n t h i s Agreement t h a t i s q u a l i f i e d as 
t o m a t e r i a l i t y becoming untrue or i n a c c u r a t e i n any respect 
or any such r e p r e s e n t a t i o n o r warranty t h a t i s not so 
q u a l i f i e d becoming untrue or in a c c u r a t e i n any m a t e r i a l 
respect o r ( i i ) the f a i l u r e by i t t o comply w i t h o r s a t i s f y 
i n any m a t e r i a l respect any covenant, c o n d i t i o n o r agreement 
t o be complied w i t h o r s a t i s f i e d by i t under t h i s Agreement; 
provided, howev^^. t h a t no such n o t i f i c a t i o n s h a l l a f f e c t 
the r e p r e s e n t a t i o n s , w a r r a n t i e s , covenants or agreements o f 
the p a r t i e s o r the c o n d i t i o n s t o the o b l i g a t i o n s of the 
p a r t i e s under t h i s Agreement. 

SECTION 6.04. Company and Parent Stock Options 
and Other Stock P^ans. (a) P r i o r t o the Merger E f f e c t i v e 
Time, the Company Board (or, i f a p p r o p r i a t e , any committee 
a d m i n i s t e r i n g the Company Stock Plans) s h a l l adopt such 
r e s o l u t i o n s o r take such o t h e r a c t i o n s as may be r e q u i r e d t o 
e f f e c t the f o l l o w i n g : 

( i ) a d j u s t the terms of a l l o u t s t a n d i n g Company 
Employee Stock Options t o pr o v i d e t h a t , a t the Merger 
E f f e c t i v e Time, each Company Employee Stock Option o u t ­
s t a n d i n g immediately p r i o r t o the Merger E f f e c t i v e Time 
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s h a l l be deemed t o c o n s t i t u t e an o p t i o n t o acquire, on 
the same terms and c o n d i t i o n s as were a p p l i c a b l e under 
such Company Employee Stock Option, the same number of 
shares o f Newco Common Stock as the holder of such 
Company Employee Stock Option would have been e n t i t l e d 
t o r e c e i ve pursuant t o the Merger had such h o l d e r 
exercised such Company Employee Stock Option i n f u l l 
immediately p r i o r t o the Merger E f f e c t i v e Time, at a 
p r i c e per share equal t o (A) the aggregate exercise 
p r i c e f o r the shares of Company Common Stock otherwise 
purchasable pursuant t o such Company Employee Stock 
Option immediately p r i o r t o the Merger E f f e c t i v e Time 
(whether o r not exercisable) d i v i d e d by (B) the number 
of shares of Newco Common Stock deemed purchasable 
pursuant t o such Company Employee Stock Option; 
provided. however, t h a t i n the case of any q u a l i f i e d 
stock o p t i o n s under Sections 422-424 of the Code, the 
o p t i o n p r i c e , the number of shares purchasable pursuant 
t o such o p t i o n and the terms and c o n d i t i o n s o f exerc i s e 
of such o p t i o n s h a l l be determined i n o r d e r t o comply 
w i t h Section 424(a) o f the Code; provided, f u r t h e r , 
however, t h a t s o l e l y f o r purposes of making the 
adjustments t o Company Employee Stock Options r e q u i r e d 
by t h i s Section 6.04, the Company Conversion Number 

. s h a l l be 0.95 and the Company Cash Consideration s h a l l 
be disregarded; 

( i i ) make such o t h e r changes t o the Company Stock 
Plans and the terms of any Company Employee Stock 
Options as i t deems ap p r o p r i a t e t o give e f f e c t t o the 
Merger (subject t o the approval of Parent, which s h a l l 
not be unreasonably wi t h h e l d ) ,- and 

( i i i ) ensure t h a t , a f t e r the Merger E f f e c t i v e Time, 
no Company Employee Stock Options may be granted under 
any Company Stock Plan. 

(b) P r i o r t o the Exchange E f f e c t i v e Time, the 
Parent Board (or, i f a p p r o p r i a t e , any committee 
a d m i n i s t e r i n g the Parent Stock Plans) s h a l l adopt such 
r e s o l u t i o n s o r take such other a c t i o n s as may be r e q u i r e d t o 
e f f e c t the f o l l o w i n g : 

( i ) a d j u s t the terms o f a l l o u t s t a n d i n g Parent 
Employee Stock Options t o provide t h a t , a t the Exchange 
E f f e c t i v e Time, each Parent Employee Stock Option out­
standing immediately p r i o r t o the Exchange E f f e c t i v e 
Time s h a l l be deemed t o c o n s t i t u t e an o p t i o n t o 
acquire, on the same terms and c o n d i t i o n s as were 
a p p l i c a b l e under such Parent Employee Stock Option, the 
same number of shares of Newco Common Stock as the 
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holder of such Parent Employee Stock Option would have 
been e n t i t l e d t o receive pursuant t o the Merger had 
such holder e x e r c i s e d such Parent Employee Stock Option 
i n f u l l immediately p r i o r t o the Exchange E f f e c t i v e 
Time, a t a p r i c e per share equal t o (A) the aggregate 
exercise p r i c e f o r the shares of Parent Common Stock 
otherwise purchasable pursuant t o such Parent Employee 
Stock Option immediately p r i o r t o the Exchange 
E f f e c t i v e Time (whether or not ex e r c i s a b l e ) d i v i d e d by 
(B) the number of shares of Newco Common Stock deemed 
purchasable pursuant t o such Parent Employee Stock 
Option; provided, however. t h a t i n the case o f any 
q u a l i f i e d stock o p t i o n s under Sections 422-424 of the 
Code, the o p t i o n p r i c e , the number of shares 
purchasable pursuant t o such o p t i o n and the terms and 
c o n d i t i o n s of ex e r c i s e of such o p t i o n s h a l l be 
determined i n order t o comply w i t h Section 424 (a) of 
the Code; 

( i i ) make such other changes t o the Parent Stock 
Plans and the terms of ou t s t a n d i n g Parent Employee 
Stock Options as i t deems a p p r o p r i a t e t o give e f f e c t t o 
the Merger (s u b j e c t t o the approval of the Company, 
which s h a l l not be unreasonably w i t h h e l d ) ; and 

( i i i ) ensure t h a t , a f t e r the Exchange E f f e c t i v e 
Time, no Parent Employee Stock Options may be granted 
under any Parent Stock Plan. 

(c) At the Merger E f f e c t i v e Time, and subject t o 
compliance by the Company w i t h Section 6.04(a), Newco s h a l l 
assume a l l the o b l i g a t i o n s of the Company under the Company 
Stock Plans, each o u t s t a n d i n g Company Employee Stock Option 
and the agreements evidencing t he gr a n t s t h e r e o f . As soon 
as p r a c t i c a b l e a f t e r the Merger E f f e c t i v e Time, Newco s h a l l 
d e l i v e r t o the holders of Company Employee Stock Options 
a p p r o p r i a t e n o t i c e s s e t t i n g f o r t h such holders' r i g h t s 
pursuant t o the r e s p e c t i v e Company Stock Plans, and the 
agreements evidencing the grants of such Company Employee 
Stock Options s h a l l continue i n e f f e c t on the same terms and 
co n d i t i o n s (subject t o the adjustments r e q u i r e d by t h i s 
Section 6.04 a f t e r g i v i n g e f f e c t t o the Merger). Newco 
s h a l l comply w i t h the terms of the Company Stock Plans and 
ensure, t o the e x t e n t r e q u i r e d by, and subject t o the 
p r o v i s i o n s of,' such Company Stock Plans, t h a t the Company 
Employee Stock Options t h a t q u a l i f i e d as q u a l i f i e d stock 
options p r i o r t o the Merger E f f e c t i v e Time continue t o 
q u a l i f y as q u a l i f i e d stock options a f t e r the Merger 
E f f e c t i v e Time. 
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(d) At the Exchange E f f e c t i v e Time, and subject 
t o compliance by Parent w i t h Section 6.04(b), Newco s h a l l 
assume a l l the o b l i g a t i o n s o f Parent under the Parent Stock 
Plans, each o u t s t a n d i n g Parent Employee Stock Option and 
Parent SAR the agreements evidencing the gr a n t s t h e r e o f . As 
soon as p r a c t i c a b l e a f t e r the Exchange E f f e c t i v e Time, Newco 
s h a l l d e l i v e r t o the holders of Parent Employee Stock 
Options and Parent SARs ap p r o p r i a t e n o t i c e s s e t t i n g f o r t h 
such h o l d e r s 1 r i g h t s pursuant t o the r e s p e c t i v e Parent Stock 
Plans, and the agreements evidencing t he gr a n t s of such 
Parent Employee Stock Options and Parent SARs s h a l l continue 
i n e f f e c t on the same terms and c o n d i t i o n s (subject t o the 
adjustments r e q u i r e d by t h i s Section 6.04 a f t e r g i v i n g 
e f f e c t t o the Merger). Newco s h a l l comply w i t h the terms o f 
the Parent Stock Plans and ensure, t o the e x t e n t r e q u i r e d 
by, and subject t o the p r o v i s i o n s o f , such Parent Stock 
Plans, t h a t the Parent Employee Stock Options t h a t q u a l i f i e d 
as q u a l i f i e d -stock o p t i o n s p r i o r t o the Exchange E f f e c t i v e 
Time continue t o q u a l i f y as q u a l i f i e d stock options a f t e r 
the Exchange E f f e c t i v e Time. 

(e) With respect t o each employee or d i r e c t o r 
b e n e f i t o r compensation p l a n , program o r arrangement, other 
than the Company Stock Plans and the Parent Stock Plans, 
under which Company Common Stock o r Parent Common Stock i s 
r e q u i r e d t o be used f o r purposes o f the payment of b e n e f i t s , 
grant o f awards or ex e r c i s e o f options (each, a "Stock 
P l a n " ) . ( i ) t he Company and the Parent s h a l l take such 
a c t i o n as may be necessary so t h a t , a f t e r the Merger 
E f f e c t i v e Time, such Stock Plan s h a l l p r o v i d e f o r issuance 
or purchase i n the open market o n l y of Newco Common Stock 
r a t h e r than Company Common Stock or Parent Common Stock, as 
the case may be, and otherwise t o amend such Stock Plans t o 
r e f l e c t t h i s Agreement and the Merger, and ( i i ) Newco s h a l l 
take a l l corporate a c t i o n necessary o r app r o p r i a t e t o o b t a i n 
shareholder approval w i t h respect t o such Stock Plan t o the 
ext e n t such approval i s r e q u i r e d f o r purposes of the Code or 
othe r A p p l i c a b l e Law. Newco s h a l l take a l l corporate a c t i o n 
necessary t o reserve f o r issuance a s u f f i c i e n t number of 
shares of Newco Common Stock f o r d e l i v e r y upon exercise of 
the Company Employee Stock Options and Parent Employee Stock 
Options assumed i n accordance w i t h t h i s S e ction 6.04 or the 
payment of b e n e f i t s , g r a n t o f awards or ex e r c i s e of options 
under such Stock Plans. As soon as reasonably p r a c t i c a b l e 
a f t e r the Merger E f f e c t i v e Time, Newco s h a l l f i l e one or 
more r e g i s t r a t i o n statements on Form S-8 (or any successor 
or o t h e r a p p r o p r i a t e form) w i t h respect t o the shares o f 
Newco Common Stock s u b j e c t t o such Company Employee Stock 
Options and Parent Employee Stock Options o r t o such Stock 
Plans and s h a l l use i t s reasonable best e f f o r t s t o maint a i n 
the e f f e c t i v e n e s s of such r e g i s t r a t i o n statement or 
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r e g i s t r a t i o n statements (and m a i n t a i n the c u r r e n t s t a t u s of 
the prospectus or prospectuses contained t h e r e i n or r e l a t e d 
t h e r e t o ) f o r so long as such Company Employee Stock Options 
and Parent Employee Stock Options or such b e n e f i t s or grants 
of awards remain payable o r such o p t i o n s remain o u t s t a n d i n g . 
With respect t o those i n d i v i d u a l s who subsequent t o the 
Merger w i l l be subject t o the r e p o r t i n g requirements under 
Section 16(a) of the Exchange Act, where a p p l i c a b l e , Newco 
s h a l l a d m i n i s t e r the Company Stock Plans and Parent Stock 
Plans assumed pursuant t o t h i s Section 6.04 and the Stock 
Plans i n a manner t h a t complies w i t h Rule 16b-3 of the SEC 
to the extent the a p p l i c a b l e p l a n complied w i t h such r u l e 
p r i o r t o the Merger. P r i o r t o the Merger E f f e c t i v e Time, 
Parent and Newco s h a l l take a l l a c t i o n s as may be reasonably 
r e q u i r e d t o cause the a c q u i s i t i o n o f e q u i t y s e c u r i t i e s of 
Newco, as contemplated by t h i s S e ction 6.04, by any person 
who i s or w i l l become a d i r e c t o r o r o f f i c e r o f Newco t o be 
e l i g i b l e f o r exemption under Rule 16b-3(d) of the SEC. 

(f ) I n t h i s Agreement: 

"Company Employee Stock Option" means any o p t i o n 
t o purchase Company Common Stock granted under any 
Company Stock Plan. 

"Company Stock Plans" means the Long-Term 
I n c e n t i v e Plan of the Company as amended from time t o 
time. 

"Parent Employee Stock Option" means any o p t i o n t o 
purchase Parent Common Stock granted under any Parent 
Stock Plan. 

"Parent Stock Plans" means the PECO Energy Company 
1989 Long-Term I n c e n t i v e Plan and the PECO Energy 
Company 1998 Stock Option Plan..-

"Parent SAR" means any stock a p p r e c i a t i o n r i g h t 
l i n k e d t o the p r i c e of Parent Common Stock and granted under 
any Parent Stock Plan. 

SECTION 6.05. B e n e f i t Plans: Workforce Matters. 
(a) From and a f t e r the Merger E f f e c t i v e Time, Newco and i t s 
s u b s i d i a r i e s s h a l l honor and perform i n accordance w i t h 
t h e i r r e s p e c t i v e terms (as i n e f f e c t on the date of t h i s 
Agreement o r as amended i n accordance w i t h o r as p e r m i t t e d 
by t h i s Agreement) , a l l the c o l l e c t i v e b a r g a i n i n g agreements 
of the Company, Parent o r any o f t h e i r r e s p e c t i v e 
s u b s i d i a r i e s d i s c l o s e d i n the Company D i s c l o s u r e L e t t e r o r 
the Parent Disclosure L e t t e r , r e s p e c t i v e l y ; p r o v i d g t ^ 
however. t h a t t h i s Section 6.05(a) i s not intended t o 
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prevent Newco from e n f o r c i n g such agreements i n accordance 
w i t h t h e i r r e s p e c t i v e terms, i n c l u d i n g enforcement of any 
reserved r i g h t t o amend, modify, suspend, revoke or 
terminate any such agreement. 

(b) Subject t o A p p l i c a b l e Law and o b l i g a t i o n s 
under a p p l i c a b l e c o l l e c t i v e b a r g a i n i n g agreements, i t i s the 
cur r e n t i n t e n t i o n of Parent and the Company t h a t any 
reductions i n workforce f o l l o w i n g the Merger E f f e c t i v e Time 
i n respect of employees of Newco and i t s s u b s i d i a r i e s s h a l l 
be made on a f a i r and e q u i t a b l e b a s i s , i n l i g h t of the 
circumstances and the o b j e c t i v e s t o be achieved, as 
determined by Newco, w i t h o u t regard t o whether employment 
was w i t h the Company or the Company S u b s i d i a r i e s o r Parent 
or the Parent S u b s i d i a r i e s and w i t h due c o n s i d e r a t i o n t o the 
a p p l i c a b l e employee's previous work h i s t o r y , p r i o r 
experience and s k i l l s and Newco's business needs, and any 
employee whose employment i s terminat e d o r j o b i s e l i m i n a t e d 
s h a l l be e n t i t l e d t o p a r t i c i p a t e on a f a i r and e q u i t a b l e 
basis as determined by Newco i n the j o b o p p o r t u n i t y and 
employment placement programs o f f e r e d by Newco or any of i t s 
s u b s i d i a r i e s . 

(c) Subject t o A p p l i c a b l e Law and o b l i g a t i o n s 
under a p p l i c a b l e c o l l e c t i v e b a r g a i n i n g agreements, each 
Company B e n e f i t Plan, Parent B e n e f i t Plan, Company 
Employment Arrangement and Parent Employment Arrangement i n 
e f f e c t on the date o f t h i s Agreement (or as amended or 
es t a b l i s h e d i n accordance w i t h o r as p e r m i t t e d by t h i s 
Agreement) s h a l l be maintained i n e f f e c t by Newco and i t s 
s u b s i d i a r i e s , except as provided i n Section 6.04, w i t h 
respect t o t h e i r c u r r e n t and former employees, o f f i c e r s o r 
d i r e c t o r s o f the Company and Company S u b s i d i a r i e s and Parent 
and Parent S u b s i d i a r i e s , r e s p e c t i v e l y , who are covered by 
such plans or arrangements immediately p r i o r t o the Merger 
E f f e c t i v e Time u n t i l Newco determines otherwise on or a f t e r 
the Merger E f f e c t i v e Time. Newco and i t s s u b s i d i a r i e s s h a l l 
honor, perform and, w i t h respect t o each Company B e n e f i t 
Plan and Parent B e n e f i t Plan and Company Employment 
Arrangement and Parent Employment Arrangement t h a t i s not a 
multiemployer b e n e f i t p l a n w i t h i n the meaning o f 
Section 4O01.(a) (3) o f ERISA, sponsor and a d m i n i s t e r , each 
such Company B e n e f i t Plan and Parent B e n e f i t Plan and 
Company Employment Arrangement and Parent Employment 
Arrangement i n accordance w i t h t h e i r r e s p e c t i v e terms (as i n 
e f f e c t on the date o f t h i s Agreement or as amended i n 
accordance w i t h o r as p e r m i t t e d by t h i s Agreement) , and 
Newco s h a l l ( i ) assume as of the Merger E f f e c t i v e Time each 
Company B e n e f i t Plan and Company Employment Arrangement 
maintained by the Company immediately p r i o r t o the Merger 
E f f e c t i v e Time and as of the Exchange E f f e c t i v e Time each 
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Parent B e n e f i t Plan and Parent Employment Arrangement 
maintained by Parent immediately p r i o r t o the Exchange 
E f f e c t i v e Time and ( i i ) perform the o b l i g a t i o n s under, 
sponsor and administer such p l a n or arrangement i n the same 
manner and t o the same extent t h a t the Company or Parent, as 
the case may be, would be r e q u i r e d t o perform, sponsor and 
administer thereunder; provided, however, t h a t n o t h i n g 
contained h e r e i n s h a l l l i m i t any reserved r i g h t contained i n 
any such Company B e n e f i t Plan, Company Employment 
Arrangement, Parent B e n e f i t Plan or Parent Employment 
Arrangement t o amend, modify, suspend, revoke o r te r m i n a t e 
any such pla n or arrangement. Without l i m i t i n g the 
foregoing, ( i ) each p a r t i c i p a n t i n any Company B e n e f i t Plan 
or Parent B e n e f i t Plan s h a l l receive c r e d i t f o r purposes of 
e l i g i b i l i t y t o p a r t i c i p a t e , v e s t i n g and e l i g i b i l i t y t o 
receive b e n e f i t s (but s p e c i f i c a l l y e x c l u d i n g f o r b e n e f i t 
a c c r u a l purposes or where such c r e d i t i n g would r e s u l t i n a 
d u p l i c a t i o n o f b e n e f i t s ) under any b e n e f i t p l a n of Newco or 
any of i t s s u b s i d i a r i e s o r a f f i l i a t e s f o r s e r v i c e c r e d i t e d 
f o r the corresponding purpose under any such b e n e f i t p l a n ; 
provided, however, t h a t such c r e d i t i n g of s e r v i c e s h a l l not 
operate t o cause any such p l a n o r arrangement t o f a i l t o 
comply w i t h the a p p l i c a b l e p r o v i s i o n s of the Code or ERISA, 
( i i ) each b e n e f i t p l a n o f Newco or i t s s u b s i d i a r i e s which i s 
a medical, d e n t a l o r h e a l t h b e n e f i t p l a n s h a l l take i n t o 
account f o r purposes" o f determining a p a r t i c i p a n t ' s 
d e d u c t i b l e s and out-of-pocket l i m i t s thereunder expenses 
p r e v i o u s l y i n c u r r e d by the p a r t i c i p a n t d u r i n g the same year 
wh i l e p a r t i c i p a t i n g i n any ot h e r such Company B e n e f i t Plan 
or Parent B e n e f i t Plan and s h a l l waive any r e s t r i c t i o n s and 
l i m i t a t i o n s f o r p r e - e x i s t i n g c o n d i t i o n s p r o v i d e d t h e r e i n f o r 
any p a r t i c i p a n t to. the extent not a p p l i c a b l e t o the 
p a r t i c i p a n t i n any other such Company B e n e f i t Plan o r Parent 
B e n e f i t Plan i n which the p a r t i c i p a n t p a r t i c i p a t e d 
immediately p r i o r t o p a r t i c i p a t i n g i n t h a t b e n e f i t p l a n , and 
( i i i ) each b e n e f i t p l a n of Newco or i t s s u b s i d i a r i e s which 
i s a c a f e t e r i a p l a n under Section 125 of the Code s h a l l 
cause c r e d i t s and d e b i t s i n respect o f any p a r t i c i p a n t i n 
any f l e x i b l e spending account thereunder f o r a p l a n year t o 
be t r a n s f e r r e d t o and maintained i n any such corresponding 
Company B e n e f i t Plan or Parent B e n e f i t Plan i n which such 
p a r t i c i p a n t may subsequently p a r t i c i p a t e d u r i n g the same 
year. The Company and the Parent w i l l cooperate on and 
a f t e r the date hereof t o develop a p p r o p r i a t e employee 
b e n e f i t plans, programs and arrangements, i n c l u d i n g but not 
l i m i t e d t o , executive and i n c e n t i v e compensation, stock 
o p t i o n and supplemental executive r e t i r e m e n t plans f o r 
employees and d i r e c t o r s of Newco and i t s s u b s i d i a r i e s from 
and a f t e r the Merger E f f e c t i v e Time. However, no p r o v i s i o n 
contained i n t h i s Section 6.05(c) s h a l l be deemed t o 
c o n s t i t u t e an employment c o n t r a c t between Newco and any 
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i n d i v i d u a l , o r a waiver of Newco's r i g h t t o discharge any 
employee a t any time, w i t h o r w i t h o u t cause. 

SECTION 6.06. I n d e m n i f i c a t i o n . (a) Newco s h a l l , 
t o the f u l l e s t e xtent p e r m i t t e d by A p p l i c a b l e Law, honor a l l 
the Company's and Parent's r e s p e c t i v e o b l i g a t i o n s t o 
indemnify ( i n c l u d i n g any o b l i g a t i o n s t o advance funds f o r 
expenses) the c u r r e n t and former d i r e c t o r s and o f f i c e r s of 
the Company or Parent, as the case may be, f o r acts or 
omissions by such d i r e c t o r s and o f f i c e r s o c c u r r i n g p r i o r t o 
the Merger E f f e c t i v e Time t o the extent t h a t such 
o b l i g a t i o n s t o indemnify e x i s t on the date of t h i s 
Agreement, whether pursuant t o the Company Charter or the 
Parent Charter, as the case may be, the Company By-laws or 
the Parent By-laws, as the case may be, i n d i v i d u a l indemnity 
agreements or otherwise, and such o b l i g a t i o n s s h a l l s u r v i v e 
the Merger and s h a l l continue i n f u l l f o r c e and e f f e c t i n 
accordance w i t h the terms of the Company Charter or the 
Parent Charter, as the case may be, the Company By-laws or 
the Parent By-laws, as the case may be, and such i n d i v i d u a l 
indemnity agreements from the Merger E f f e c t i v e Time. 

(b) For a p e r i o d of s i x years a f t e r the Merger 
E f f e c t i v e Time, Newco s h a l l cause t o be maintained i n e f f e c t 
the c u r r e n t p o l i c i e s of d i r e c t o r s ' and o f f i c e r s ' l i a b i l i t y 
insurance maintained by the Company or Parent or such 
s u b s t a n t i a l l y comparable p o l i c i e s as i n e f f e c t on the 
Closing Date, as the case may be, (provided t h a t Newco may 
s u b s t i t u t e t h e r e f o r p o l i c i e s w i t h reputable and f i n a n c i a l l y 
sound c a r r i e r s of at l e a s t the same coverage and amounts 
c o n t a i n i n g terms and c o n d i t i o n s which are no l e s s 
advantageous) w i t h respect t o claims a r i s i n g from or r e l a t e d 
t o f a c t s o r events which occurred at or before the Merger 
E f f e c t i v e Time. I f such insurance coverage cannot be 
obtained at a l l , Newco s h a l l m a i n t a i n the, most advantageous 
p o l i c i e s of d i r e c t o r s ' and o f f i c e r s ' insurance reasonably 
o b t a i n a b l e . 

(c) From and a f t e r the Merger E f f e c t i v e Time, t o 
the f u l l e s t e xtent p e r m i t t e d by A p p l i c a b l e Law, Newco s h a l l 
indemnify, defend and h o l d harmless the present and former 
o f f i c e r s and d i r e c t o r s o f the Company and Parent, as the 
case may. be, and t h e i r r e s p e c t i v e s u b s i d i a r i e s and any of 
t h e i r r e s p e c t i v e employees who act as a f i d u c i a r y under any 
Company B e n e f i t Plan (each an "Indemnified Party") against 
a l l losses, claims, damages, l i a b i l i t i e s , fees and expenses 
( i n c l u d i n g a t t o r n e y s ' fees and disbursements), judgments, 
f i n e s and amounts p a i d i n settlement ( i n the case of 
sett l e m e n t s , w i t h the approval of the in d e m n i f y i n g p a r t y 
(which approval s h a l l not be unreasonably w i t h h e l d ) ) 
( c o l l e c t i v e l y , "Losses"). as i n c u r r e d (payable monthly upon 

( I f f C o r p i 9 8 2 6 5 1 . 6 : 3 B 1 & : 0 1 / 1 0 / 2 0 0 0 - - 7 : 3 4 p ) 



79 

w r i t t e n request which request s h a l l i n c l u d e reasonable 
evidence of the Losses set f o r t h t h e r e i n ) t o the ex t e n t 
a r i s i n g from, r e l a t i n g t o , o r otherwise i n respect o f , any 
a c t u a l o r threatened a c t i o n , s u i t , proceeding o r 
i n v e s t i g a t i o n , i n respect o f actions o r omissions o c c u r r i n g 
at or p r i o r t o the Merger E f f e c t i v e Time i n connection w i t h 
such In d e m n i f i e d Party's d u t i e s as an o f f i c e r , d i r e c t o r o r 
employee as a f o r e s a i d , i n each case, o f the Company or 
Parent or any of t h e i r r e s p e c t i v e s u b s i d i a r i e s , i n c l u d i n g i n 
respect of t h i s Agreement, the Merger and the o t h e r 
Transactions. 

SECTION 6.07. Fees and Expenses. (a) Except as 
pr o v i d e d below, a l l fees and expenses i n c u r r e d i n connection 
w i t h the Merger and the ot h e r Transactions s h a l l be p a i d by 
the p a r t y i n c u r r i n g such fees o r expenses, whether o r not 
the Merger i s consummated, except t h a t expenses i n c u r r e d i n 
connection w i t h f i l i n g , p r i n t i n g and m a i l i n g the Proxy 
Statement and the Form S-4 s h a l l be shared e q u a l l y by Parent 
and the Company. 

(b) The Company s h a l l pay t o Parent a fee of 
$250,000,000 i f : ( i ) t he Company terminates t h i s Agreement 
pursuant t o Section 8 . 0 1 ( f ) ; ( i i ) Parent terminates t h i s 
Agreement pursuant t o Section 8.01(d); o r ( i i i ) any Company 
Competing Transaction was proposed t o the Company o r 
p u b l i c l y d i s c l o s e d and t h e r e a f t e r the Company terminates 
t h i s Agreement pursuant t o Section 8 . 0 1 ( b ) ( i ) o r e i t h e r the 
Company or Parent t e r m i n a t e s t h i s Agreement pursuant t o 
Section 8 . 0 1 ( b ) ( i v ) o r Parent terminates t h i s Agreement 
pursuant t o Section 8.01(c) (but i n the case o f t e r m i n a t i o n 
pursuant .to Section 8.01(c), o n l y i n the event o f 
t e r m i n a t i o n f o r a w i l f u l breach of t h i s Agreement or f a i l u r e 
t o perform t h i s Agreement by the Company) and, i n each case, 
w i t h i n 18 months of such t e r m i n a t i o n the Company enters i n t o 
a d e f i n i t i v e agreement t o consummate or consummates any 
Company Competing Tr a n s a c t i o n . Any fee due under t h i s 
Section 6.07(b) s h a l l be p a i d by wir e t r a n s f e r of same-day 
funds on the date o f t e r m i n a t i o n of t h i s Agreement (except 
t h a t i n the case o f t e r m i n a t i o n pursuant t o clause ( i i i ) 
above such payment s h a l l be made on the date of execution of 
such d e f i n i t i v e agreement or, i f e a r l i e r , consummation of 
such t r a n s a c t i o n o r another t r a n s a c t i o n w i t h t he same p a r t y 
or i t s a f f i l i a t e s ) . 

(c) Parent s h a l l pay t o the Company a fee of 
$250,000,000 i f : ( i ) Parent terminates t h i s Agreement 
pursuant t o Section 8.01(h); ( i i ) the Company terminates 
t h i s Agreement pursuant t o Section 8.01(g); ( i i i ) any Parent 
Competing Transaction was proposed t o Parent o r p u b l i c l y 
d i s c l o s e d and t h e r e a f t e r the Parent terminates t h i s 
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Agreement pursuant t o Section 8.01(b) ( i ) or e i t h e r Parent or 
the Company terminates t h i s Agreement pursuant t o 
Section 8.01(b)(v) or the Company terminates t h i s Agreement 
pursuant t o Section 8.01(e) (but i n the case o f t e r m i n a t i o n 
pursuant t o Section 8.01(e), o n l y i n the event o f 
t e r m i n a t i o n f o r a w i l f u l breach of t h i s Agreement o r f a i l u r e 
t o perform t h i s Agreement by Parent) and, i n each case, 
w i t h i n 18 months o f such t e r m i n a t i o n Parent enters i n t o a 
d e f i n i t i v e agreement t o consummate or consummates any Parent 
Competing Transaction. Any fee due under t h i s 
Section 6.07(c) s h a l l be p a i d by w i r e t r a n s f e r o f same-day 
funds on the date of t e r m i n a t i o n o f t h i s Agreement (except 
t h a t i n the case o f t e r m i n a t i o n pursuant t o clause ( i i i ) 
above such payment s h a l l be made on the date o f execution of 
such d e f i n i t i v e agreement or, i f e a r l i e r , consummation of 
such t r a n s a c t i o n or another t r a n s a c t i o n w i t h the same p a r t y 
or i t s a f f i l i a t e s ) . 

(d) The Company s h a l l reimburse Parent and Newco 
f o r a l l i t s out-of-pocket expenses a c t u a l l y i n c u r r e d i n 
connection w i t h t h i s Agreement, the Merger and the other 
Transactions, up t o a l i m i t o f $15,000,000, i f a fee becomes 
payable pursuant t o Section 6.07(b) or i f t h i s Agreement i s 
otherwise terminated pursuant t o Section 8 . 0 1 ( b ) ( i v ) or 
8.01(c) . Such reimbursement s h a l l be p a i d upon demand 
f o l l o w i n g such t e r m i n a t i o n . 

(e) Parent s h a l l reimburse the Company f o r a l l 
i t s out-of-pocket expenses a c t u a l l y i n c u r r e d i n connection 
w i t h t h i s Agreement, the Merger and the other Transactions, 
up t o a l i m i t of $15,000,000, i f a fee becomes payable 
pursuant t o Section 6.07(c) or i f t h i s Agreement i s 
otherwise terminated pursuant t o Section 8.01(b)(v) or 
8.01(e). Such reimbursement s h a l l be p a i d upon demand 
f o l l o w i n g such t e r m i n a t i o n . 

SECTION 6.08; P u b l i c Announcements. Parent and 
Newco, on the one hand, and the Company, on the o t h e r hand, 
s h a l l c o n s u l t w i t h each o t h e r before i s s u i n g , and provide 
each o t h e r the o p p o r t u n i t y t o review and comment upon, any 
press release or o t h e r p u b l i c statements w i t h respect t o 
t h i s Agreement, the Merger and the o t h e r Transactions and 
s h a l l not issue any such press release or make any such 
p u b l i c statement p r i o r t o such c o n s u l t a t i o n , except as may 
be r e q u i r e d by A p p l i c a b l e Law, c o u r t process o r by 
o b l i g a t i o n s pursuant t o any l i s t i n g agreement w i t h any 
n a t i o n a l s e c u r i t i e s exchange. 

SECTION 6.09. Tra n s f e r Taxes. A l l stock 
t r a n s f e r , r e a l e s t a t e t r a n s f e r , documentary, stamp, 
rec o r d i n g and other s i m i l a r Taxes ( i n c l u d i n g i n t e r e s t , 
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p e n a l t i e s and a d d i t i o n s t o any such Taxes) ("Transfer 
Taxes") i n c u r r e d i n connection w i t h the Transactions s h a l l 
be p a i d by the p a r t y i n c u r r i n g the Tran s f e r Tax, and the 
p a r t i e s hereto s h a l l cooperate w i t h each o t h e r i n p r e p a r i n g , 
executing and f i l i n g any Tax Returns w i t h respect t o such 
Transfer Taxes. 

SECTION 6.10. A f f i l i a t e s . (a) Promptly 
f o l l o w i n g t h e date of execution of t h i s Agreement, the 
Company s h a l l d e l i v e r t o Parent and Newco a l e t t e r i d e n t i f y ­
i n g a l l persons who are expected by the Company t o be on the 
Closing Date, or were as of the date o f t h i s Agreement, 
" a f f i l i a t e s " of the Company f o r purposes o f Rule 145 under 
the S e c u r i t i e s Act. The Company s h a l l use i t s reasonable 
best e f f o r t s t o cause each such person t o d e l i v e r t o Parent 
on o r p r i o r t o the date of m a i l i n g of Proxy Statement a 
w r i t t e n agreement s u b s t a n t i a l l y i n the form attached as 
E x h i b i t C. 

(b) Promptly f o l l o w i n g t h e date of execution of 
t h i s Agreement, Parent s h a l l d e l i v e r t o the Company a l e t t e r 
i n demnifying a l l persons who are expected by Parent t o be, 
on the Closing Date, or were as of the date o f t h i s 
Agreement, " a f f i l i a t e s " of Parent f o r purposes of Rule 145 
under the S e c u r i t i e s Act. Parent s h a l l use i t s reasonable 
best e f f o r t s t o cause each such person t o d e l i v e r t o the 
Company on or p r i o r to. the date o f m a i l i n g of the Proxy 
Statement a w r i t t e n agreement s u b s t a n t i a l l y i n the form o f 
E x h i b i t D. 

SECTION 6.11. Stock Exchange L i s t i n g . Parent and 
the Company s h a l l use a l l reasonable e f f o r t s t o cause the 
shares of Newco Common Stock t o be issued i n the Merger and 
under the Company Stock Plans and Parent Stock Plans t o be 
approved f o r l i s t i n g on the NYSE, s u b j e c t t o o f f i c i a l n o t i c e 
of issuance, p r i o r t o the Closing Date. 

SECTION 6.12. Rights Agreements: Consequences i f 
Rights Triggered. The Company Board s h a l l take a l l a c t i o n 
requested i n w r i t i n g by Parent i n or d e r t o render the 
Company Rights i n a p p l i c a b l e t o the Merger and the ot h e r 
Transactions. Except as approved i n w r i t i n g by Parent o r as 
set f o r t h i n the Company D i s c l o s u r e L e t t e r , the Company 
Board s h a l l not ( i ) amend the Company Rights Agreement, 
( i i ) redeem the Company Rights o r ( i i i ) take any a c t i o n w i t h 
respect t o , o r make any d e t e r m i n a t i o n under, t he Company 
Rights Agreement. I f any D i s t r i b u t i o n Date, Stock 
A c q u i s i t i o n Date o r T r i g g e r i n g Event occurs under t he 
Company Rights Agreement a t any time d u r i n g the p e r i o d from 
the date of t h i s Agreement t o the Merger E f f e c t i v e Time, the 
Company and Parent shall make such adjustment to the Company 
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Exchange Ratio and the Parent Exchange R a t i o as the Company 
and Parent s h a l l m u t u a l l y agree so as t o preserve t he 
economic b e n e f i t s t h a t the Company and Parent each 
reasonably expected on the date of t h i s Agreement t o receive 
as a r e s u l t of the consummation of the Merger and the ot h e r 
Transactions. 

SECTION 6 .13. Tax Treatment. The p a r t i e s i n t e n d 
(a) the Merger t o c o n s t i t u t e t r a n s a c t i o n s described i n 
Section.351 of the Code and (b) the Second Step Merger t o 
c o n s t i t u t e a t r a n s a c t i o n described i n Section 368(a) of the 
Code. Each p a r t y and i t s a f f i l i a t e s s h a l l use reasonable 
e f f o r t s t o cause the Merger t o so q u a l i f y and t o o b t a i n 
( i ) the o p i n i o n o f Cravath, Swaine & Moore t o the e f f e c t 
t h a t (A) the Merger w i l l c o n s t i t u t e t r a n s a c t i o n s described 
i n Section 351 of the Code and (B) the Second Step Merger 
w i l l c o n s t i t u t e a t r a n s a c t i o n described i n Section 368(a) o f 
the Code and ( i i ) the o p i n i o n of Jones, Day, Reavis & Pogue 
t o the e f f e c t t h a t the Second Step Merger w i l l c o n s t i t u t e a 
t r a n s a c t i o n described i n Section 368(a) of the Code. For 
purposes of the t a x opinions described i n Sections 7.02(d) 
and 7.03(d) o f t h i s Agreement, each of Parent, Newco and the 
Company s h a l l provide customary r e p r e s e n t a t i o n l e t t e r s 
s u b s t a n t i a l l y i n the form of E x h i b i t s E, F and G, 
r e s p e c t i v e l y , each dated on o r about the date t h a t i s two 
business days p r i o r t o the date the Proxy Statement i s 
mailed t o the shareholders of Parent and the Company and 
reissued as o f the Closing Date. Each of Parent, Newco and 
the Company and each of t h e i r r e s p e c t i v e a f f i l i a t e s s h a l l 
not take any a c t i o n and s h a l l not f a i l t o take any a c t i o n o r 
s u f f e r t o e x i s t any c o n d i t i o n which a c t i o n o r f a i l u r e t o act 
or c o n d i t i o n would prevent, o r would be reasonably l i k e l y t o 
prevent, ( i ) the Merger from c o n s t i t u t i n g t r a n s a c t i o n s 
described i n Section 351 of the Code or ( i i ) t h e Second Step 
Merger from c o n s t i t u t i n g a t r a n s a c t i o n described i n 
Section 368(a) of the Code. 

SECTION 6 .14 . Reorganization and Amendment. The 
p a r t i e s t o t h i s Agreement acknowledge and agree t h a t i n the 
event Parent implements the Parent Reorganization p r i o r t o 
the Exchange E f f e c t i v e Time, c e r t a i n changes t o the 
s t r u c t u r e of the Merger and the ot h e r Transactions w i l l be 
necessary i n order f o r the Merger and the o t h e r Transactions 
t o be consummated as contemplated hereby and f o r Newco and 
i t s s u b s i d i a r i e s t o have, f o l l o w i n g t h e Merger E f f e c t i v e 
Time, the corporate s t r u c t u r e as contemplated hereby, and 
the p a r t i e s t o t h i s Agreement agree t o n e g o t i a t e i n good 
f a i t h and en t e r i n t o an amendment t o t h i s Agreement t o 
implement such necessary changes. 
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SECTION 6.15. Common Stock Repurchases. 
(a) Subject t o the l a s t two sentences of t h i s 
Section 6.15(a), the Company s h a l l use commercially 
reasonable best e f f o r t s t o purchase p r i o r t o the Closing a t 
p r e v a i l i n g market p r i c e s t o the extent p o s s i b l e shares o f . 
Company Common Stock f o r an aggregate c o n s i d e r a t i o n of 
$1,000,000,000, and Parent s h a l l use commercially reasonable 
best e f f o r t s t o purchase p r i o r t o the Closing a t p r e v a i l i n g 
market p r i c e s t o the extent p o s s i b l e shares o f Parent Common 
Stock f o r an aggregate c o n s i d e r a t i o n of $500,000,000, which 
purchases s h a l l , i n each case, be i n a d d i t i o n t o a l l other 
purchases p e r m i t t e d by t h i s Agreement (other than 
Section 6.15 (b)) or contemplated i n the Company Dis c l o s u r e 
L e t t e r o r the Parent D i s c l o s u r e L e t t e r . The Company and 
Parent s h a l l c o n s u l t on a r e g u l a r basis concerning the 
purchases described i n the preceding sentence and cooperate 
i n connection t h e r e w i t h . N e i t h e r the Company nor Parent 
s h a l l purchase shares pursuant t o t h i s Section 6.15(a) i f i t 
i s reasonably l i k e l y t h a t such purchases would r e s u l t i n the 
f a i l u r e of the c l o s i n g c o n d i t i o n s set f o r t h i n 
Sections 7.02(d) and 7.03(d) o r the f a i l u r e o f the Merger 
and the other Transactions t o be t r e a t e d as a purchase of 
the Company by Parent under GAAP. 

(b) P r i o r t o the Merger E f f e c t i v e Time, the 
Company s h a l l purchase, a t p r e v a i l i n g market p r i c e s t o the 
ex t e n t p o s s i b l e , the minimum number of shares o f Company 
Common Stock necessary i n order t h a t , a f t e r g i v i n g e f f e c t t o 
the repurchases contemplated by Section 6.15(a), t he Merger 
and the other Transactions are t r e a t e d as a purchase o f the 
Company by Parent under GAAP. 

(c) To the extent the purchases contemplated by 
t h i s Section 6.-15 are i n c o n s i s t e n t w i t h any oth e r p r o v i s i o n 
o f t h i s Agreement, the Company Disclosure L e t t e r o r the 
Parent Disclosure L e t t e r , such p r o v i s i o n s h a l l be deemed t o 
be amended t o permit such purchases. 

SECTION 6.16. P a r i t y o f Compensation. At any 
time d u r i n g the p e r i o d from the Merger E f f e c t i v e Time u n t i l 
December 31, 2003 (the " T r a n s i t i o n Period") when the 
Chairman o f the Board o f D i r e c t o r s , Chief Executive O f f i c e r 
and President of Parent as of the date o f t h i s Agreement 
(the "Parent Chairman") and the Chairman of the Board of 
D i r e c t o r s , Chief Executive O f f i c e r and President o f the 
Company (the "Company Chairman") as of the date o f t h i s 
Agreement are Co-Chief Executive O f f i c e r s of Newco, each 
such Co-Chief Executive O f f i c e r s h a l l r e c e i v e the same 
s a l a r y , bonus and oth e r compensation ( i n c l u d i n g o p t i o n 
grants and other i n c e n t i v e awards and a l l o t h e r forms of 
compensation) and enjoy the same other b e n e f i t s and the same 
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employment s e c u r i t y arrangements as the other Co-Chief 
Executive O f f i c e r . 

SECTION 6.17. Board Seats. The Parent Chairman 
w i l l r e t i r e as an executive of Newco at the end of the 
T r a n s i t i o n Period and s h a l l no longer serve as chairman of 
the e x e c u t i v e committee of the Newco Board, but s h a l l 
continue as a member o f the Newco Board. The Company 
Chairman s h a l l become the sole Chief Executive O f f i c e r o f 
Newco immediately p r i o r t o the end of the T r a n s i t i o n Period, 
and a t such time s h a l l be the Chairman o f the Board of 
D i r e c t o r s o f Newco, i f immediately p r i o r t o such time he 
holds the p o s i t i o n of Co-Chief Executive O f f i c e r . The Newco 
Board or the nominating committee t h e r e o f , as a p p l i c a b l e , 
s h a l l nominate f o r e l e c t i o n the Parent Chairman and the 
Company Chairman as p a r t of management's s l a t e of candidates 
at each meeting of the shareholders ( i f a t the time of such 
meeting the Parent Chairman or the Company Chairman, as 
a p p l i c a b l e , i s a member of the Newco Board) a t which members 
of the Newco Board s h a l l be e l e c t e d as s h a l l be necessary i n 
order t h a t t h e Parent Chairman or the Company Chairman, as 
a p p l i c a b l e , serve as a d i r e c t o r of Newco from the end of the 
T r a n s i t i o n Period u n t i l the e l e c t i o n o f d i r e c t o r s f i r s t 
f o l l o w i n g December 31, 2005. 

ARTICLE V I I 

Conditions Precedent 

SECTION 7.01. Conditions t o Each Party's 
O b l i g a t i o n To E f f e c t The Merger. The r e s p e c t i v e o b l i g a t i o n 
o f each p a r t y t o e f f e c t the Merger i s subject t o the 
s a t i s f a c t i o n o r waiver on or p r i o r t o the Closing Date of 
the f o l l o w i n g c o n d i t i o n s : 

(a) Shareholder Approval. The Company s h a l l have 
obta i n e d the Company Shareholder Approval, and Parent s h a l l 
have o b t a i n e d the Parent Shareholder Approval. 

(b) L i s t i n g . The shares of, Newco Company Stock 
i s s u a b l e t o the Company's and Parent's r e s p e c t i v e 
shareholders pursuant t o t h i s Agreement and under the 
Company Stock Plans and Parent Stock Plans s h a l l have been 
approved f o r l i s t i n g on the NYSE, subject t o o f f i c i a l n o t i c e 
o f issuance. 

(c) S t a t u t o r y Approvals. The Parent Required 
S t a t u t o r y Approvals and the Company Required S t a t u t o r y 
Approvals s h a l l have been obtained ( i n c l u d i n g , i n each case, 
the e x p i r a t i o n or t e r m i n a t i o n of the w a i t i n g p e r i o d s (and 
any extensions t h e r e o f ) under the HSR Act a p p l i c a b l e t o the 
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Merger and the Transactions a t o r p r i o r t o the Merger 
E f f e c t i v e Time, such approvals s h a l l have become F i n a l 
Orders (as d e f i n e d below) and such F i n a l Orders s h a l l not 
impose terms or c o n d i t i o n s which, i n d i v i d u a l l y o r i n the 
aggregate, could reasonably be expected t o have a M a t e r i a l 
Adverse E f f e c t on Newco and i t s p r o s p e c t i v e s u b s i d i a r i e s 
taken as a whole or which would be m a t e r i a l l y i n c o n s i s t e n t 
w i t h t h e agreements of the p a r t i e s contained h e r e i n . A 
" F i n a l Order" means a c t i o n by the r e l e v a n t Governmental 
E n t i t y which has not been reversed, stayed, e n j o i n e d , set 
aside, annulled o r suspended, w i t h respect t o which any 
w a i t i n g p e r i o d p r e s c r i b e d by law before the t r a n s a c t i o n s 
contemplated hereby may be consummated has e x p i r e d , and as 
t o which a l l c o n d i t i o n s t o the consummation o f such 
t r a n s a c t i o n s p r e s c r i b e d by law, r e g u l a t i o n o r order have 
been s a t i s f i e d . 

(d) No I n j u n c t i o n s o r R e s t r a i n t s . No temporary 
r e s t r a i n i n g order, p r e l i m i n a r y o r permanent i n j u n c t i o n or 
oth e r order issued by any co u r t of competent j u r i s d i c t i o n or 
oth e r l e g a l r e s t r a i n t o r p r o h i b i t i o n p r e v e n t i n g the 
consummation o f the Merger s h a l l be i n e f f e c t ; provided, 
however. t h a t p r i o r t o a s s e r t i n g t h i s c o n d i t i o n , s u b j e c t t o 
Section 6.03, each of the p a r t i e s s h a l l have used a l l 
reasonable e f f o r t s t o prevent the e n t r y of any such 
i n j u n c t i o n o r ot h e r order and t o appeal as promptly as 
p o s s i b l e any such i n j u n c t i o n o r ot h e r order t h a t may be 
entered. 

(e) Form S-4. The Form S-4 s h a l l have become 
e f f e c t i v e tinder the S e c u r i t i e s Act and s h a l l not be the 
sub j e c t o f any stop order or proceedings seeking a stop 
order, and Newco s h a l l have re c e i v e d a l l s t a t e s e c u r i t i e s or 
"blue sky" a u t h o r i z a t i o n s necessary t o issue Newco Common 
Stock pursuant t o the Merger. 

( f ) Other Consents and Approvals. The consent or 
approval (other than Parent Required S t a t u t o r y Approvals and 
Company Required S t a t u t o r y Approvals) of each person whose 
consent or approval i s r e q u i r e d i n order t o consummate the 
Merger and the ot h e r Transactions s h a l l have been obtained, 
except f o r those consents and approvals which, i f not 
obtained, could not reasonably be expected t o have a 
M a t e r i a l Adverse E f f e c t on Newco and i t s p r o s p e c t i v e 
s u b s i d i a r i e s taken as a whole or on the a b i l i t y of Parent or 
the Company t o consummate the Merger and the o t h e r 
Transactions. 
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SECTION 7.02. Conditions t o O b l i g a t i o n s of Parent 
and Newco. The o b l i g a t i o n s of Parent and Newco t o e f f e c t 
the Merger are f u r t h e r s u b j e c t t o the f o l l o w i n g c o n d i t i o n s : 

(a) Representations and Warranties. The repre­
s e n t a t i o n s and w a r r a n t i e s of the' Company i n t h i s Agreement 
s h a l l be t r u e and c o r r e c t as o f the date of t h i s Agreement 
and as o f the Closing Date as though made oh the Closing 
Date, except t o the e x t e n t such r e p r e s e n t a t i o n s and 
wa r r a n t i e s expressly r e l a t e t o an e a r l i e r date ( i n which 
case such r e p r e s e n t a t i o n s and wa r r a n t i e s s h a l l be t r u e and 
c o r r e c t on and as of such e a r l i e r date)', other than f o r such 
f a i l u r e s t o be t r u e and c o r r e c t t h a t , i n d i v i d u a l l y and i n 
the aggregate, have not had and could not reasonably be 
expected t o have a Company M a t e r i a l Adverse E f f e c t . Parent 
s h a l l have received a c e r t i f i c a t e signed on b e h a l f of the 
Company by the c h i e f executive o f f i c e r o r the c h i e f 
f i n a n c i a l o f f i c e r of the Company t o such e f f e c t . For 
purposes of determining the s a t i s f a c t i o n of t h i s c o n d i t i o n , 
the r e p r e s e n t a t i o n s and w a r r a n t i e s of the Company s h a l l be 
deemed not q u a l i f i e d by any references t h e r e i n t o 
m a t e r i a l i t y g e n e r a l l y o r t o whether or not any breach 
r e s u l t s o r may r e s u l t i n a Company M a t e r i a l Adverse E f f e c t . 

(b) Performance of O b l i g a t i o n s of the Company. 
The Company s h a l l have performed i n a l l m a t e r i a l respects 
a l l o b l i g a t i o n s r e q u i r e d t o be performed by i t under t h i s 
Agreement at or p r i o r t o the Closing Date, and Parent s h a l l 
have re c e i v e d a c e r t i f i c a t e signed on behalf o f the Company 
by the c h i e f executive o f f i c e r and the c h i e f f i n a n c i a l 
o f f i c e r o f the Company t o such e f f e c t . 

(c) L e t t e r s from Company A f f i l i a t e s . Parent 
s h a l l have received from each person named i n the l e t t e r 
r e f e r r e d t o i n Section 6.10(a) an executed copy of an 
agreement s u b s t a n t i a l l y i n the form o f E x h i b i t C. 

(d) Tax Opinion. Parent s h a l l have received a 
w r i t t e n o p i n i o n , dated as of the Closing Date, from Cravath, 
Swaine & Moore, counsel t o Parent, t o the e f f e c t t h a t 
( i ) the Merger w i l l c o n s t i t u t e t r a n s a c t i o n s described i n 
Section 351 of the Code and ( i i ) . the Second Step Merger w i l l 
c o n s t i t u t e a t r a n s a c t i o n described i n Section 368(a) of the 
Code; i t being understood t h a t i n rendering such op i n i o n , 
such t a x counsel s h a l l be e n t i t l e d t o r e l y upon customary 
r e p r e s e n t a t i o n s p r o v i d e d by the p a r t i e s hereto s u b s t a n t i a l l y 
i n t h e form of E x h i b i t s E, F and G. 

[ H Y C o r p | 9 e 3 8 S 1 . 6 : 3 B 1 5 : 0 1 / 1 0 / 2 0 0 0 - - 7 : 3 4 p ] 



87 

SECTION 7.03. Conditions t o O b l i g a t i o n s of the 
Company. The o b l i g a t i o n of the Company t o e f f e c t the Merger 
i s f u r t h e r s u b j e c t t o the f o l l o w i n g c o n d i t i o n s : 

(a) Representations and Warranties. The repre­
s e n t a t i o n s and war r a n t i e s of Parent and Newco i n t h i s 
Agreement s h a l l be t r u e and c o r r e c t as of the date of t h i s 
Agreement and on the Closing Date as though made on the 
Closing Date, except t o the ex t e n t such r e p r e s e n t a t i o n s and 
warr a n t i e s e x p r e s s l y r e l a t e t o an e a r l i e r date ( i n which 
case such r e p r e s e n t a t i o n s and w a r r a n t i e s s h a l l be t r u e and 
c o r r e c t on and as o f such e a r l i e r d a t e ) , o t h e r than f o r such 
f a i l u r e s t o be t r u e and c o r r e c t t h a t , i n d i v i d u a l l y and i n 
the aggregate, have not had and could not reasonably be 
expected t o have a Parent M a t e r i a l Adverse E f f e c t . The 
Company s h a l l have received a c e r t i f i c a t e signed on behalf 
of Parent by the c h i e f executive o f f i c e r o r the c h i e f 
f i n a n c i a l o f f i c e r o f Parent t o such e f f e c t . For purposes o f 
determining the s a t i s f a c t i o n o f t h i s c o n d i t i o n , the 
rep r e s e n t a t i o n s and warranties of Parent and Newco s h a l l be 
deemed not q u a l i f i e d by any references t h e r e i n t o 
m a t e r i a l i t y g e n e r a l l y o r t o whether or not any breach 
r e s u l t s o r may r e s u l t i n a Parent M a t e r i a l Adverse E f f e c t . 

(b) Performance of O b l i g a t i o n s o f Parent and 
Newco. Parent and Newco s h a l l have performed i n a l l 
m a t e r i a l respects a l l o b l i g a t i o n s r e q u i r e d t o be performed 
by them under t h i s Agreement at o r p r i o r t o the Closing 
Date, and the Company s h a l l have received a c e r t i f i c a t e 
signed on behal f o f Parent by the c h i e f executive o f f i c e r 
and the c h i e f f i n a n c i a l o f f i c e r o f Parent t o such e f f e c t . 

(c) L e t t e r s from Parent A f f i l i a t e s . The Company 
s h a l l have re c e i v e d from each person named i n the l e t t e r 
r e f e r r e d t o i n Section 6.10(b) an executed copy of an 
agreement s u b s t a n t i a l l y i n the form of E x h i b i t D. 

(d) Tax Opinion. The Company s h a l l have received 
a w r i t t e n o p i n i o n , dated as o f the Closing Date, from Jones, 
Day, Reavis &. Pogue, counsel t o the Company, t o the e f f e c t 
t h a t the Second Step Merger w i l l c o n s t i t u t e a t r a n s a c t i o n 
described i n Section 368(a) o f the Code; i t being understood 
t h a t i n r e n d e r i n g such o p i n i o n , such t a x counsel s h a l l be 
e n t i t l e d t o r e l y upon customary r e p r e s e n t a t i o n s provided by 
the p a r t i e s hereto s u b s t a n t i a l l y i n the form o f E x h i b i t s E, 
F and G. 

(e) F i r s t Step Exchange. The F i r s t Step Exchange 
s h a l l have been consummated. 
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ARTICLE V I I I 

Termination. Amendment and Waiver 

SECTION 8.01. Termination. This Agreement may be 
terminated a t any time p r i o r t o the Exchange E f f e c t i v e Time, 
whether before or a f t e r r e c e i p t of the Company Shareholder 
Approval or the Parent Shareholder Approval: 

(a) by mutual w r i t t e n consent o f Parent, Newco and 
the Company; 

(b) by e i t h e r Parent o r the Company: 

( i ) i f the Second Step Merger i s not consum­
mated on or before March 31, 2001 (the "Outside 
Date"). unless the f a i l u r e t o consummate the 
Merger i s the r e s u l t of a breach o f t h i s Agreement 
by the p a r t y seeking t o terminate t h i s Agreement; 
provided, however, t h a t the passage o f such p e r i o d 
s h a l l be t o l l e d f o r any p a r t t h e r e o f d u r i n g which 
any p a r t y s h a l l be subject t o a n o n f i n a l order, 
decree, r u l i n g o r a c t i o n r e s t r a i n i n g , e n j o i n i n g o r 
otherwise p r o h i b i t i n g the consummation o f the 
Merger; 

( i i ) i f any Governmental E n t i t y issues an 
order, decree o r r u l i n g or takes any o t h e r a c t i o n 
permanently e n j o i n i n g , r e s t r a i n i n g o r otherwise 
p r o h i b i t i n g the Merger and such order, decree, 
r u l i n g o r ot h e r a c t i o n s h a l l have become f i n a l and 
nonappealable; 

( i i i ) i f any c o n d i t i o n t o the o b l i g a t i o n of 
such p a r t y t o consummate the Merger set f o r t h i n 
Section 7.02 ( i n the case o f Parent) or 7.03 ( i n 
the case of the Company) becomes incapable o f 
s a t i s f a c t i o n p r i o r t o the Outside Date; provided. 
however. t h a t the f a i l u r e o f such c o n d i t i o n t o be 
met i s not the r e s u l t o f a m a t e r i a l breach of t h i s 
Agreement by the p a r t y seeking t o t e r m i n a t e t h i s 
Agreement; 

( i v ) i f , upon a vote a t a d u l y h e l d meeting 
t o o b t a i n the Company Shareholder Approval, the 
Company Shareholder Approval i s not obtai n e d ; or 

(v) i f , upon a vote at a d u l y h e l d meeting of 
Parent t o o b t a i n the Parent Shareholder Approval, 
the Parent Shareholder Approval i s not obtained; 
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(c) by Parent, i f the Company breaches or f a i l s t o 
perform i n any m a t e r i a l respect any of i t s 
representations, warranties or covenants contained i n 
t h i s Agreement, which breach or f a i l u r e t o perform 
( i ) would give r i s e t o the f a i l u r e of a c o n d i t i o n set 
f o r t h i n Section 7.02(a) or 7.02(b), and ( i i ) cannot be 
or has not been cured w i t h i n 30 days a f t e r the g i v i n g 
of w r i t t e n n o t i c e t o the Company of such breach 
(provided t h a t Parent i s not then i n breach of any 
representation, warranty or covenant contained i n t h i s 
Agreement) ; 

(d) by Parent, i f ( i ) the Company Board or any 
committee thereof withdraws or modifies, or p u b l i c l y 
proposes t o withdraw or modify, i n a manner adverse t o 
Parent or Newco, i t s approval or recommendation of t h i s 
Agreement or the Transactions or approves or 
recommends, or p u b l i c l y proposes t o approve or 
recommend, any Company Competing Transaction or 
( i i ) the Company otherwise breaches, or i s deemed t o be 
i n breach of, any of i t s covenants i n Section 5.02 i n 
any m a t e r i a l respect; 

(e) by the Company, i f Parent breaches or f a i l s t o 
perform i n any m a t e r i a l respect of any of i t s 
representations, warranties or covenants contained i n 
t h i s Agreement, which breach or f a i l u r e t o perform 
( i ) would give r i s e t o the f a i l u r e of a c o n d i t i o n set 
f o r t h in- Section 7.03(a) or 7.03(b), and ( i i ) cannot be 
or has not been cured w i t h i n 30 days a f t e r the g i v i n g 
of w r i t t e n n o t i c e t o Parent of such breach (provided 
t h a t the Company i s not then i n breach of any 
representation, warranty or covenant i n t h i s 
Agreement); 

( f ) by the Company, i f p r i o r t o r e c e i p t of the 
Company Shareholder Approval, ( i ) the Company has 
received a proposal.for a Company Competing Transaction 
t h a t c o n s t i t u t e s a Q u a l i f y i n g Company Proposal t h a t was 
not s o l i c i t e d or encouraged by the Company or i t s 
Representatives and t h a t d i d not otherwise r e s u l t from 
the breach or a deemed breach of Section 5.02, ( i i ) the 
Board of D i r e c t o r s of the Company has determined i n 
good f a i t h , based upon the advice of i t s outside 
counsel t h a t f a i l u r e t o take such a c t i o n could 
reasonably be expected t o c o n s t i t u t e a breach of the 
f i d u c i a r y o b l i g a t i o n s of such Board of D i r e c t o r s under 
Applicable Law, t h a t i t i s necessary t o (A) withdraw or 
modify i t s approval or recommendation of t h i s Agreement 
and the Transactions, (B) terminate t h i s Agreement 
pursuant hereto and (C) enter i n t o a Company 
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A c q u i s i t i o n Agreement i n connection w i t h such Company-
Competing Transaction i n order t o comply w i t h i t s 
f i d u c i a r y o b l i g a t i o n s under Applicable Law, ( i i i ) the 
Company .has n o t i f i e d Parent i n w r i t i n g of the 
determination described i n clause ( i i ) above, ( i v ) at 
l e a s t ten business days f o l l o w i n g r e c e i p t by Parent of 
the n o t i c e r e f e r r e d t o i n clause ( i i i ) above, and 
t a k i n g i n t o account any proposal made by Parent since 
r e c e i p t of such noti c e t o amend or modify the terms of 
the Transactions, such Q u a l i f y i n g Company Proposal 
remains a Q u a l i f y i n g Company Proposal and the Board of 
D i r e c t o r s of the Company has again made the 
determination r e f e r r e d t o i n clause ( i i ) above, (v) the 
Company i s i n compliance w i t h Section 5.02, ( v i ) the 
Company has pa i d i n advance the fee due under 
Section 6.07(b) t o Parent, and ( v i i ) the Board of 
D i r e c t o r s of the Company con c u r r e n t l y approves, and the 
Company con c u r r e n t l y enters i n t o , a Company A c q u i s i t i o n 
Agreement p r o v i d i n g f o r the implementation of such 
Q u a l i f y i n g Company Proposal; 

(g) by the Company, i f ( i ) the Parent Board or any 
. committee thereof withdraws or modifies, or p u b l i c l y 
proposes t o withdraw or modify, i n a manner adverse t o 
the Company, i t s approval of t h i s Agreement or the 
•Transactions or approves or recommends, or p u b l i c l y 
proposes t o approve or recommend, any Parent Competing 
Transaction or ( i i ) Parent otherwise breaches, or i s 
deemed t o be i n breach of, any of i t s covenants i n 
Section 5.03 i n any ma t e r i a l respect; or 

(h) by Parent, i f p r i o r . t o r e c e i p t of the Parent 
Shareholder Approval, ( i ) Parent has received a 
proposal f o r a Parent Competing Transaction t h a t 
c o n s t i t u t e s a Q u a l i f y i n g Parent Proposal t h a t was not 
s o l i c i t e d or encouraged by Parent or i t s 
Representatives and t h a t d i d not otherwise r e s u l t from 
the breach o r a deemed breach of the Section 5.03, 
( i i ) the Board of Di r e c t o r s of Parent has determined i n 
good f a i t h , based upon the advice of i t s outside 
counsel t h a t f a i l u r e t o take such a c t i o n could 
reasonably be expected t o c o n s t i t u t e a breach of the 
f i d u c i a r y o b l i g a t i o n s of such Board of D i r e c t o r s under 
A p p l i c a b l e Law, t h a t i t i s necessary t o (A) withdraw or 
modify i t s approval or recommendation of t h i s Agreement 
and the Transactions, (B) terminate t h i s Agreement 
pursuant hereto and (C) enter i n t o a Parent A c q u i s i t i o n 
Agreement i n connection w i t h such Parent Competing 
Transaction i n order t o comply w i t h i t s f i d u c i a r y 
o b l i g a t i o n s under Applicable Law, ( i i i ) Parent has 
n o t i f i e d the Company i n w r i t i n g of the determination 
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described i n clause ( i i ) above, ( i v ) at l e a s t ten 
business days f o l l o w i n g r e c e i p t by the Company of the 
n o t i c e r e f e r r e d t o i n clause ( i i i ) above, and t a k i n g 
i n t o account any proposal made by the Company since 
r e c e i p t of such n o t i c e t o amend or modify the terms of 
the Transactions, such Q u a l i f y i n g Parent Proposal 
remains, a Q u a l i f y i n g Parent Proposal and the Board of 
D i r e c t o r s of Parent has again made the determination 
r e f e r r e d t o i n clause ( i i ) above, (v) Parent i s i n 
compliance w i t h Section 5.03, ( v i ) Parent has p a i d i n 
advance the fee due under Section 6.07(c) t o the 
Company, and ( v i i ) the Board of D i r e c t o r s of Parent 
c o n c u r r e n t l y approves, and Parent c o n c u r r e n t l y enters 
i n t o , a Parent A c q u i s i t i o n Agreement p r o v i d i n g f o r the 
implementation of such Q u a l i f y i n g Parent Proposal. 

SECTION 8.02. E f f e c t of Termination. I n the 
event of t e r m i n a t i o n of t h i s Agreement by e i t h e r the Company 
or Parent as provided i n Section 8.01, t h i s Agreement s h a l l 
f o r t h w i t h become v o i d and have no e f f e c t , without any 
l i a b i l i t y or o b l i g a t i o n on the p a r t of Parent, Newco or the 
Company, other than Section 3.14, Section 4.14, the l a s t two 
sentences of Section 6.02, Section 6.07, t h i s Section 8.02 
and A r t i c l e IX, which p r o v i s i o n s s h a l l survive such 
t e r m i n a t i o n , and except t o the extent t h a t such t e r m i n a t i o n 
r e s u l t s from the w i l f u l breach by a p a r t y of any representa­
t i o n , warranty or covenant set f o r t h i n t h i s Agreement, i n 
which case such t e r m i n a t i o n s h a l l not r e l i e v e any p a r t y of 
any l i a b i l i t y or damages r e s u l t i n g from i t s w i l f u l breach of 
t h i s Agreement ( i n c l u d i n g any such case i n which a fee i s 
payable by such p a r t y pursuant t o Section 6.07(b) or ( c ) , or 
any expenses of the other p a r t y are reimbursed by such p a r t y 
pursuant t o Section 6.07(d) or ( e ) , t o the extent any such 
l i a b i l i t y or damage s u f f e r e d by such other p a r t y exceeds 
such amounts payable pursuant t o Section 6.07(b), ( c ) , (d) 
or ( e ) ) . The C o n f i d e n t i a l i t y Agreement s h a l l , i n accordance 
w i t h i t s terms, su r v i v e t e r m i n a t i o n of t h i s Agreement. 

SECTION 8.03. Amendment. This Agreement may be 
amended by the p a r t i e s a t any time before or a f t e r r e c e i p t 
of the Company Shareholder Approval or the Parent 
Shareholder Approval; provided, however, that a f t e r r e c e i p t 
of the Company Shareholder Approval or the Parent 
Shareholder Approval, there s h a l l be made no amendment t h a t 
by Applicable Law requires f u r t h e r approval by the 
shareholders of the Company or Parent without the f u r t h e r 
approval of such shareholders. This Agreement may not be 
amended except by an instrument i n w r i t i n g signed on behalf 
of each of the p a r t i e s . 
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SECTION 8.04. Extension: Waiver. At any time 
p r i o r t o the Merger E f f e c t i v e Time, the p a r t i e s may 
(a) extend the time f o r the performance of any o f the 
o b l i g a t i o n s or other acts of the other p a r t i e s , (b) waive 
any inaccuracies i n the representations and warranties 
contained i n t h i s Agreement or i n any document d e l i v e r e d 
pursuant t o t h i s Agreement or (c) subject t o the proviso of 
Section 8.03, waive compliance w i t h any of the agreements or 
condition s contained i n t h i s Agreement. Any agreement on 
the p a r t of a p a r t y t o any such extension or waiver s h a l l be 
v a l i d only i f set f o r t h i n an instrument i n w r i t i n g signed 
on behalf of such p a r t y . The f a i l u r e of any p a r t y t o t h i s 
Agreement t o assert any o f i t s r i g h t s under t h i s Agreement 
or otherwise s h a l l not c o n s t i t u t e a waiver of such r i g h t s . 

SECTION 8.05. Procedure f o r Termination. Amend­
ment. Extension or Waiver. A t e r m i n a t i o n of t h i s Agreement 
pursuant t o Section 8.01, an amendment of t h i s Agreement 
pursuant t o Section 8.03 or an extension or waiver pursuant 
t o Section 8.04 s h a l l , i n order t o be e f f e c t i v e , r e q u i r e i n 
the case of Parent, Newco or the Company, a c t i o n by i t s 
Board of Di r e c t o r s or the dul y authorized designee of i t s 
Board of D i r e c t o r s . 

ARTICLE IX 

General Provisions 

SECTION 9.01. Nonsurvival o f Representations and 
Warranties. None of the representations and warranties i n 
t h i s Agreement or i n any instrument d e l i v e r e d pursuant t o 
t h i s Agreement s h a l l s u r v i v e the Merger E f f e c t i v e Time. 
This Section 9.01 s h a l l not l i m i t any covenant or agreement 
of the p a r t i e s which by i t s terms contemplates performance 
a f t e r the Merger E f f e c t i v e Time. 

SECTION 9.02. Notices. A l l n o t i c e s , requests, 
claims, demands and other communications under t h i s Agree­
ment s h a l l be i n w r i t i n g and s h a l l be deemed given upon 
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I 
•

r e c e i p t by the p a r t i e s at the f o l l o w i n g addresses {or at 
such other address f o r a p a r t y as s h a l l be s p e c i f i e d by l i k e 
n o t i c e ) : 

(a) i f t o Parent or Newco, t o 

PECO Energy Company 
2301 Market Street 
P.O. Box 8699 
Philadel p h i a , PA 19101-8699 

Telecopy No: (215) 841-4282 

A t t e n t i o n : General Counsel 

w i t h a copy t o : 

Cravath, Swaine & Moore 
825 Eighth Avenue 
New York, New York 10019 

Telecopy No: (212) 474-3700 
A t t e n t i o n : P h i l i p A. Gelston 

(b) i f t o the Company, t o 

Unicom Corporation 
10 S. Dearborn, 37th Floor 
Chicago, I L 60603 

Telecopy No: (312) 394-4488 

A t t e n t i o n : General Counsel 

w i t h a copy t o : 

Jones, Day, Reavis & Pogue 
77 West Walker Drive 
Chicago, I l l i n o i s 60001 

Telecopy No: (312) 782-8585 
A t t e n t i o n : Paul T. Ruxin 

Robert A. Y o l l e s 

SECTION 9.03. D e f i n i t i o n s . For purposes of t h i s 
Agreement: 

An " a f f i l i a t e " of any person means another person 
t h a t d i r e c t l y or i n d i r e c t l y , through one or more 
int e r m e d i a r i e s , c o n t r o l s , i s c o n t r o l l e d by, or i s under 
common c o n t r o l w i t h , such f i r s t person. 
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A "Material Adverse E f f e c t " means, i n respect of 
any person, a m a t e r i a l adverse e f f e c t on (a) the business, 
assets, c o n d i t i o n ( f i n a n c i a l or otherwise), prospects or 
r e s u l t s of operations of such person and i t s s u b s i d i a r i e s , 
taken as a whole or (b) the a b i l i t y of such person t o 
perform i t s o b l i g a t i o n s under t h i s Agreement or on the 
a b i l i t y of such person t o consummate the Merger and the 
other Transactions. 

A "person" means any i n d i v i d u a l , f i r m , 
c o r poration, p a r t n e r s h i p , company, l i m i t e d l i a b i l i t y 
company, t r u s t , j o i n t venture, a s s o c i a t i o n , Governmental 
E n t i t y or other e n t i t y . 

A "subsidiary" of any person means another person, 
an amount of the v o t i n g s e c u r i t i e s , other v o t i n g ownership 
or v o t i n g p a r t n e r s h i p i n t e r e s t s of which i s s u f f i c i e n t t o 
e l e c t a m a j o r i t y of i t s Board of D i r e c t o r s or other 
governing body (or, i f there are no such v o t i n g i n t e r e s t s , 
more than 50% of the e q u i t y i n t e r e s t s of which) i s owned 
d i r e c t l y or i n d i r e c t l y by such f i r s t person. 

SECTION 9 . 04 . I n t e r p r e t a t i o n ; Disclosure 
L e t t e r s . When a reference i s made i n t h i s Agreement t o a 
Section, such reference s h a l l be t o a Section of t h i s 
Agreement unless otherwise i n d i c a t e d . The t a b l e of contents 
and headings contained i n t h i s Agreement are f o r reference 
purposes only and s h a l l not a f f e c t i n any way the meaning or 
i n t e r p r e t a t i o n of t h i s Agreement. Whenever the words 
"include", "includes" or " i n c l u d i n g " are used i n t h i s 
Agreement, they s h a l l be deemed t o be followed by the words 
"without l i m i t a t i o n " . Any matter d i s c l o s e d i n any s e c t i o n 
of e i t h e r the Company Disclosure L e t t e r or the Parent 
Disclosure L e t t e r s h a l l be deemed disclosed f o r a l l purposes 
and a l l sections of the Company Disclosure L e t t e r or Parent 
Disclosure L e t t e r , as applicable t o the extent t h a t i t i s 
reasonably apparent from a reading of such d i s c l o s u r e item 
t h a t i t would q u a l i f y or apply t o such other sections, and 
otherwise s h a l l be deemed disclosed only f o r the purposes of 
the s p e c i f i c Sections of t h i s Agreement t o which such 
sec t i o n r e l a t e s . Notwithstanding the amendment and 
restatement of t h i s Agreement, as between September 22, 1999 
and January 7, 2000, the representations and warranties of 
the Company set f o r t h i n A r t i c l e I I I and of Parent and Newco 
set f o r t h i n A r t i c l e IV w i l l be deemed f o r purposes of 
Section 7.02(a) and Section 7.03(a), as a p p l i c a b l e , and 
otherwise t o have been made as of September 22, 1999, and' 
not as of January 7, 2000, and such amendment and 
restatement w i l l not otherwise a f f e c t the other requirements 
i n Sections 7.02(a) and Section 7.03(a). 
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SECTION 9.05. S e v e r a b i l i t y . I f any term or other 
p r o v i s i o n of t h i s Agreement i s i n v a l i d , i l l e g a l o r incapable 
of being enforced by any r u l e or Applicable Law, or p u b l i c 
p o l i c y , a l l other c o n d i t i o n s and pr o v i s i o n s of t h i s 
Agreement s h a l l nevertheless remain i n f u l l f o rce and e f f e c t 
so long as the economic or l e g a l substance of the 
tr a n s a c t i o n s contemplated hereby i s not a f f e c t e d i n any 
manner m a t e r i a l l y adverse t o any p a r t y . Upon such 
determination t h a t any term or other p r o v i s i o n i s i n v a l i d , 
i l l e g a l or incapable of being enforced, the p a r t i e s hereto 
s h a l l negotiate i n good f a i t h t o modify t h i s Agreement so as 
t o e f f e c t the o r i g i n a l i n t e n t of the p a r t i e s as c l o s e l y as 
possible i n an acceptable manner t o the end t h a t 
t r a n s a c t i o n s contemplated hereby are f u l f i l l e d t o the extent 
possib l e . 

SECTION 9.06. Counterparts. This Agreement may 
be executed i n one or more counterparts, a l l of which s h a l l 
be considered one and the same agreement and s h a l l become 
e f f e c t i v e when one or more counterparts have been signed by 
each of the p a r t i e s and d e l i v e r e d t o the other p a r t i e s . 

SECTION 9.07. E n t i r e Agreement: No Third-Party 
B e n e f i c i a r i e s . This Agreement, taken together w i t h the 
Company Disclosure L e t t e r , the Parent Disclosure L e t t e r and 
the C o n f i d e n t i a l i t y Agreement, (a) c o n s t i t u t e the e n t i r e 
agreement, and supersede a l l p r i o r agreements and 
understandings, both w r i t t e n and o r a l , among the p a r t i e s 
w i t h respect t o the Transactions and (b) except f o r the 
pr o v i s i o n s of A r t i c l e I I and Sections 6.06, 6.16 and 6.17 
are not intended t o confer upon any person other than the 
p a r t i e s any r i g h t s or remedies. 

SECTION 9.08. Governing Law. This Agreement 
s h a l l be governed by, and construed i n accordance w i t h , the 
laws of the State of New York, regardless of the laws t h a t 
might otherwise govern under app l i c a b l e p r i n c i p l e s of 
c o n f l i c t s of laws thereof, except t o the extent the laws of 
Pennsylvania or I l l i n o i s are mandatorily a p p l i c a b l e t o the 
Merger. 

SECTION 9.09. Assignment. Neither t h i s Agreement 
nor any of the r i g h t s , i n t e r e s t s or o b l i g a t i o n s under t h i s 
Agreement s h a l l be assigned, i n whole or i n p a r t , by opera­
t i o n of law or otherwise by any of the p a r t i e s w i t h o u t the 
p r i o r w r i t t e n consent of the other p a r t i e s , except t h a t 
Newco may assign, i n i t s sole d i s c r e t i o n , any of or a l l i t s 
r i g h t s , i n t e r e s t s and o b l i g a t i o n s under t h i s Agreement t o 
Parent or t o any d i r e c t or i n d i r e c t wholly owned s u b s i d i a r y 
of Parent, but no such assignment s h a l l r e l i e v e Newco of any 
of i t s o b l i g a t i o n s under t h i s Agreement. Any purported. 
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assignment withou t such consent s h a l l be v o i d . Subject t o 
the preceding sentences, t h i s Agreement w i l l be binding 
upon, inure t o the b e n e f i t of, and be enforceable by, the 
p a r t i e s and t h e i r respective successors and assigns. 

SECTION 9.10. Enforcement. The p a r t i e s agree 
t h a t i r r e p a r a b l e damage would occur i n the event t h a t any of 
the p r o v i s i o n s of t h i s Agreement were not performed i n 
accordance w i t h t h e i r s p e c i f i c terms or were otherwise 
breached. I t i s accordingly agreed t h a t the p a r t i e s s h a l l 
be e n t i t l e d t o an i n j u n c t i o n or i n j u n c t i o n s t o prevent 
breaches of t h i s Agreement and t o e n f o r c e - s p e c i f i c a l l y the 
terms and p r o v i s i o n s of t h i s Agreement i n any New York s t a t e 
court or any Federal court located i n the State of New York, 
t h i s being i n a d d i t i o n t o any other remedy t o which they are 
e n t i t l e d a t law or i n eq u i t y . I n a d d i t i o n , each of the 
p a r t i e s hereto (a) consents t o submit i t s e l f t o the personal 
j u r i s d i c t i o n of any New York state court or any Federal 
court located i n the State of New York i n the event any 
dispute a r i s e s out of t h i s Agreement or any Transaction, 
(b) agrees t h a t i t w i l l not attempt t o deny or defeat such 
personal j u r i s d i c t i o n by motion or other request f o r leave 
from any such c o u r t , (c) agrees t h a t i t w i l l not b r i n g any 
a c t i o n r e l a t i n g t o t h i s Agreement or any Transaction i n any 
court other than any New York s t a t e court or any Federal 
court s i t t i n g i n the State of New York and (d) waives any 
r i g h t t o t r i a l by j u r y w i t h respect t o any a c t i o n r e l a t e d t o 
or a r i s i n g out of t h i s Agreement or any Transaction. 

SECTION 9.11. Newco Ob l i g a t i o n s . Parent and the 
Company hereby agree t o take such actions as s h a l l be 
necessary i n order t h a t Newco s h a l l assume any o b l i g a t i o n 
under t h i s Agreement t h a t by i t s terms i s t o be performed by 
Newco a f t e r the Closing. 

[HYCorpi9t2tSl.6;3815:01/10/2000--7:3tp] 



C: C" OC FF.I i f •!:- FAX 0S:'1554 1 ̂ T4 PECO LEGAL 22FL £ GO 

IN WITNESS WHEREOF, Parent, Newco and the Company have duly 
executed this Agreement, all as of the date first written above. 

PECO ENERGY COMPANY. 

by: &AM^>—^^-
Name: Corbin A. McNeill, Jr. 
Title: Chairman of the Board 

President, and Chief 
Executive Officer 

NEWHOLDCO CORPORATION. 

by: 

Name: Corbin A. McNenTrJr. 
Title: Chairman of the Board 

President, and Chief 
Executive Officer 

JNICOM CORPORATION, 

by: 

Name: John W. Rowe 
Title: Chairman of the Board, 

President, and Chief 
Executive Officer 

1-0306 
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IW WITNESS WHEREOF, Parent, Nowco and the Company 
have duly exeeuCad chis Agreement, a l l as of the date f i r a t 
wri 11 en abova. 

PECO ENERGY COMPANY, 

by 

Name: Corbin A. McNeill, J r . 
T i t l e : Chairman of Che Board, 

President/ and Chief 
BJtecrutive o f f i c e r 

EXfiLON CORPORATION. 

fey 

Name: Corbin A. McNeill, Jr. 
T i t l e 1 Chairman of the Board, 

president, and Chief 
Executive Officer 

UNICOM CORPORATION, 

T i t l e 1 Chairman of the Board, 
President, and Chief 
Eaeecutive Officer 



EXHIBIT A 

A r t i c l e : 

ARTICLE X 

Governance of the C o r p o r a t i o n 
During t he T r a n s i t i o n P e r i o d 

Section 10.01. D e f i n i t i o n s . For purposes of t h i s 

(1) "PECO CEO" means Corbin A. M c N e i l l , J r . 

(2) "PECO D i r e c t o r s " means ( i ) those d i r e c t o r s o f 
the c o r p o r a t i o n designated by PECO Energy pursuant t o 
Section 1.06(b) o f the Merger Agreement and ( i i ) any 
Replacement PECO D i r e c t o r (as d e f i n e d i n S e c t i o n 10.03(b) of 
these by-laws). 

(3) "PECO Energy" means PECO Energy Company, a 
Pennsylvania c o r p o r a t i o n and a s u b s i d i a r y o f the c o r p o r a t i o n . 

(4) "Independent D i r e c t o r " means a d i s i n t e r e s t e d , 
independent person (determined i n accordance w i t h customary 
standards f o r independent d i r e c t o r s a p p l i c a b l e t o U.S. p u b l i c 
companies) . 

(5) "Merger Agreement" means t h e Agreement and 
Plan of Exchange and Merger dated as o f September 22, 1999, 
among PECO Energy, the c o r p o r a t i o n and Unicom. 

(6) "Merger E f f e c t i v e Time" s h a l l have the meaning 
assigned t o such term i n the Merger Agreement. 

(7) " T r a n s i t i o n Period" means the p e r i o d from the 
Merger E f f e c t i v e Time u n t i l December 31, 2003. 

(8) "Unicom" means Unicom C o r p o r a t i o n , an I l l i n o i s 
c o r p o r a t i o n . 

(9) "Unicom CEO" means John W. Rowe. 

(10) "Unicom D i r e c t o r s " means ( i ) those d i r e c t o r s 
of the c o r p o r a t i o n designated by Unicom pursuant t o 
Section 1.06(b) o f the Merger Agreement and ( i i ) any 
Replacement Unicom D i r e c t o r (as d e f i n e d i n Se c t i o n 10.03(b) 
of these by-laws). 

(11) "ComEd" means Commonwealth Edison Company, an 
I l l i n o i s c o r p o r a t i o n and a s u b s i d i a r y o f the c o r p o r a t i o n . 

SECTION 10.02. Corporate O f f i c e s . At l e a s t f o r 
the d u r a t i o n of the T r a n s i t i o n Period, t he c o r p o r a t i o n s h a l l 
m a i n t a i n (a) i n Chicago, I l l i n o i s o f f i c e s s e r v i n g as i t s 
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corporate headquarters, (b) i n southeastern Pennsylvania 
o f f i c e s s e r v i n g as the headquarters o f the g e n e r a t i o n and 
power marketing businesses o f the c o r p o r a t i o n and i t s 
s u b s i d i a r i e s , and (c) o f f i c e s i n Chicago, I l l i n o i s and 
southeastern Pennsylvania as the headquarters o f ComEd and 
PECO Energy, r e s p e c t i v e l y . 

SECTION 10.03. Board o f D i r e c t o r s . 

(a) E f f e c t i v e immediately a t the Merger E f f e c t i v e 
Time and d u r i n g the T r a n s i t i o n Period, the board o f d i r e c t o r s 
s h a l l c o n s i s t of s i x t e e n (16) d i r e c t o r s . At t h e Merger 
E f f e c t i v e Time, 8 d i r e c t o r s s h a l l be PECO D i r e c t o r s and 8 
d i r e c t o r s s h a l l be Unicom D i r e c t o r s . The term of a c l a s s o f 
the board of d i r e c t o r s comprised o f 6 d i r e c t o r s s h a l l e x p i r e 
a t the f i r s t annual meeting o f shareholders f o l l o w i n g the 
Merger E f f e c t i v e Time, a second c l a s s comprised of 5 
d i r e c t o r s s h a l l e x p i r e a t the second annual meeting of 
shareholders f o l l o w i n g the Merger E f f e c t i v e Time and a t h i r d 
c l a s s comprised of 5 d i r e c t o r s s h a l l e x p i r e a t the t h i r d 
annual meeting of shareholders f o l l o w i n g the Merger E f f e c t i v e 
Time, and r e p r e s e n t a t i o n of PECO D i r e c t o r s and Unicom 
D i r e c t o r s i n each c l a s s s h a l l be as n e a r l y equal i n numbers 
as p o s s i b l e . 

(b) ( i ) During the T r a n s i t i o n P e riod t he board of 
d i r e c t o r s o f the c o r p o r a t i o n s h a l l c o n s i s t of equal numbers 
of PECO D i r e c t o r s and Unicom D i r e c t o r s . 

( i i ) During the T r a n s i t i o n Period, t he board of 
d i r e c t o r s (subject t o the f i d u c i a r y d u t i e s o f the d i r e c t o r s 
i n the case o f approval o f any i n d i v i d u a l ) s h a l l t a ke a l l 
a c t i o n necessary t o ensure t h a t any vacancy o f a p o s i t i o n on 
the board o f d i r e c t o r s t o be f i l l e d by the Board (A) t h a t was 
he l d by an PECO D i r e c t o r i s f i l l e d p r o m ptly by a person 
designated t o f i l l such seat by a m a j o r i t y o f the PECO 
D i r e c t o r s remaining on the board o f d i r e c t o r s (a "Replacement 
PECO D i r e c t o r " ) and (B) t h a t was h e l d by a Unicom D i r e c t o r i s 
f i l l e d p romptly by a person designated t o f i l l such seat by a 
m a j o r i t y of the Unicom D i r e c t o r s remaining on the board of 
d i r e c t o r s (a "Replacement Unicom D i r e c t o r " ) . 

( i i i ) With respect t o each e l e c t i o n o f d i r e c t o r s by 
shareholders d u r i n g the T r a n s i t i o n Period, t he board o f 
d i r e c t o r s o r the a p p l i c a b l e committee t h e r e o f s h a l l nominate 
f o r e l e c t i o n (subject t o the f i d u c i a r y d u t i e s o f t h e 
d i r e c t o r s i n the case o f approval o f any i n d i v i d u a l ) , a PECO 
D i r e c t o r t o f i l l any p o s i t i o n h e l d p r i o r t o such e l e c t i o n by 
a PECO D i r e c t o r and a Unicom D i r e c t o r t o f i l l any p o s i t i o n 
h e l d p r i o r t o such e l e c t i o n by a Unicom D i r e c t o r . 
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(c) During the T r a n s i t i o n Period, the e x e c u t i v e 
committee of the board of d i r e c t o r s s h a l l have 6 members, 2 
of which w i l l be the Co-Chief Executive O f f i c e r s of the 
c o r p o r a t i o n (or i f e i t h e r Co-Chief Executive O f f i c e r ceases 
t o serve as such, another o f f i c e r o f the c o r p o r a t i o n s e l e c t e d 
by the PECO D i r e c t o r s i n the case o f a replacement f o r the 
PECO CEO or by the Unicom D i r e c t o r s i n the case of a 
replacement f o r the Unicom CEO), 2 o f which s h a l l be 
Independent D i r e c t o r s who are PECO D i r e c t o r s and 2 o f which 
s h a l l be Independent D i r e c t o r s who are Unicom D i r e c t o r s . For 
the d u r a t i o n of the f i r s t h a l f of the T r a n s i t i o n Period so 
long as he i s a Co-Chief Executive O f f i c e r , t h e Unicom CEO 
s h a l l be the chairman of the e x e c u t i v e committee o f the board 
of d i r e c t o r s , and as o f the f i r s t day of the second h a l f o f 
the T r a n s i t i o n Period, the PECO CEO, i f he i s a Co-Chief 
Executive O f f i c e r a t such time, s h a l l succeed t o such 
p o s i t i o n and ho l d i t f o r the d u r a t i o n of the T r a n s i t i o n 
Period. I f at any time d u r i n g t he T r a n s i t i o n Period e i t h e r 
the Unicom CEO or the PECO CEO, whichever i s a t such time t he 
chairman o f the executive committee, i s u n w i l l i n g o r unable 
t o h o l d such o f f i c e , the o t h e r s h a l l succeed t o such o f f i c e 
f o r t h e d u r a t i o n of the T r a n s i t i o n P e r i o d i f he continues a t 
such time t o ho l d the o f f i c e o f Co-Chief Executive O f f i c e r o r 
Chief Executive O f f i c e r of the c o r p o r a t i o n . 

(d) During the T r a n s i t i o n Period, each o t h e r 
committee of the Board s h a l l c o n s i s t o f equal numbers of PECO 
D i r e c t o r s and Unicom D i r e c t o r s and the chairmen of the 
committees of the board of d i r e c t o r s (other t han the 
exe c u t i v e committee) s h a l l be PECO D i r e c t o r s and Unicom 
D i r e c t o r s i n as n e a r l y equal numbers as p o s s i b l e . 

(e) During the T r a n s i t i o n Period, t he board o f 
d i r e c t o r s s h a l l h o l d between 6 and 8 r e g u l a r meetings each 
f i s c a l year, w i t h no less than 2 o f such meetings each year 
t o be h e l d i n the P h i l a d e l p h i a , Pennsylvania area and no l e s s 
than 2 o f such meetings each year t o be h e l d i n the Chicago, 
I l l i n o i s area. 

SECTION 10.04. Chairman o f the Board of D i r e c t o r s . 

(a) As of the Merger E f f e c t i v e Time and f o r t he 
d u r a t i o n o f the f i r s t h a l f of the T r a n s i t i o n Period so l o n g 
as he i s a Co-Chief Executive O f f i c e r o r Chief Executive 
O f f i c e r a t such time, the PECO CEO s h a l l h o l d the p o s i t i o n o f 
Chairman of the board of d i r e c t o r s , and so l o n g as he i s a 
Co-Chief Executive O f f i c e r o r the Chief Executive O f f i c e r a t 
such time, the Unicom CEO s h a l l succeed t o the p o s i t i o n o f 
Chairman of the board of d i r e c t o r s and h o l d i t f o r t he 
d u r a t i o n of the T r a n s i t i o n Period. I f a t any time d u r i n g t h e 
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T r a n s i t i o n Period e i t h e r the PECO CEO or the Unicom CEO, 
whichever i s at such time the Chairman o f the board o f 
d i r e c t o r s , i s u n w i l l i n g o r unable t o h o l d such o f f i c e , the 
board of d i r e c t o r s s h a l l e l e c t the o t h e r t o such o f f i c e i f he 
continues t o h o l d the o f f i c e of Co-Chief Executive O f f i c e r of 
the C o r p o r a t i o n a t such time. 

(b) The Chairman s h a l l c h a i r a l l meetings of the 
board of d i r e c t o r s and stockholders a t which he i s present. 

SECTION 10.05. Co-Chief Executive O f f i c e r s ; 
P r e s i d e n t . 

(a) ( i ) As of the Merger E f f e c t i v e Time and f o r the 
d u r a t i o n o f the T r a n s i t i o n Period, each o f the PECO CEO and 
the Unicom CEO s h a l l h o l d the p o s i t i o n o f Co-Chief Executive 
O f f i c e r s of the c o r p o r a t i o n and ( i i ) as o f the Merger 
E f f e c t i v e Date and f o r t he d u r a t i o n of the f i r s t h a l f of the 
T r a n s i t i o n Period, t he Unicom CEO s h a l l h o l d the p o s i t i o n o f 
President o f the c o r p o r a t i o n . I f a t any time d u r i n g the 
T r a n s i t i o n Period e i t h e r of the Co-Chief Executive O f f i c e r s 
i s unable o r u n w i l l i n g t o h o l d such o f f i c e , t h e o t h e r 
Co-Chief Executive O f f i c e r , i f he i s e i t h e r the PECO CEO or 
the Unicom CEO, s h a l l become the sole Chief Executive O f f i c e r 
of the c o r p o r a t i o n . The Unicom CEO s h a l l become the sole 
Chief Executive O f f i c e r immediately p r i o r t o the end o f the 
T r a n s i t i o n P e riod i f immediately p r i o r t o such time he holds 
the p o s i t i o n of Co-Chief Executive O f f i c e r . 

(b) The c o r p o r a t i o n ' s g e n e r a t i o n and wholesale 
marketing and t r a d i n g businesses s h a l l r e p o r t t o the PECO CEO 
i n h i s c a p a c i t y as a Co-Chief Executive O f f i c e r , and the 
c o r p o r a t i o n ' s t r a n s m i s s i o n and d i s t r i b u t i o n and unregulated 
ventures businesses s h a l l r e p o r t t o the Unicom CEO i n h i s 
c a p a c i t y as a Co-Chief Executive O f f i c e r . The c o r p o r a t i o n ' s 
f i n a n c i a l , l e g a l , human resources and o t h e r s t a f f f u n c t i o n s 
s h a l l r e p o r t t o the o f f i c e of the Co-Chief Executive 
O f f i c e r s . 

(c) The Co-Chief Executive O f f i c e r s s h a l l each 
m a i n t a i n o f f i c e s i n both southeastern Pennsylvania and 
Chicago, I l l i n o i s . 

SECTION 10.06. Management Changes. 

(a) U n t i l the e x p i r a t i o n o f the T r a n s i t i o n Period, 
so l o n g as e i t h e r the PECO CEO or the Unicom CEO i s a 
Co-Chief Executive O f f i c e r or the Chief Executive O f f i c e r o f 
the corporation, (i) the election of any other person to the 
p o s i t i o n o f Chairman of the board of d i r e c t o r s , chairman of 
the e x e c u t i v e committee o f the board of d i r e c t o r s , Co-Chief 
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Executive O f f i c e r o r Chief Executive O f f i c e r o r , as t o the 
f i r s t h a l f of the T r a n s i t i o n Period, President or ( i i ) the 
removal, replacement o r demotion of the PECO CEO o r the 
Unicom CEO from one o r more of such p o s i t i o n s , i n each case, 
s h a l l r e q u i r e the a f f i r m a t i v e vote o f at l e a s t t w o - t h i r d s of 
the members o f the board o f d i r e c t o r s (except as expressly-
p r o v i d e d i n t h i s A r t i c l e X) . 

(b) U n t i l t h e e x p i r a t i o n o f the T r a n s i t i o n Period, 
none o f the s e n i o r o f f i c e r s o f the c o r p o r a t i o n s p e c i f i e d i n 
E x h i b i t D o f the Merger Agreement s h a l l be removed, r e p l a c e d 
or demoted w i t h o u t e i t h e r ( i ) the consent of both Co-Chief 
Executive O f f i c e r s o r ( i i ) t h e a f f i r m a t i v e v o te of t w o - t h i r d s 
o f the members of t h e Newco Board. 

SECTION 10.07. Amendment. U n t i l the end o f the 
T r a n s i t i o n P eriod (a) the p r o v i s i o n s o f t h i s A r t i c l e X may 
not be amended, a l t e r e d , repealed o r waived i n any res p e c t , 
and the board of d i r e c t o r s o r the c o r p o r a t i o n s h a l l not 
otherwise take any a c t i o n o r f a i l t o take any a c t i o n which 
would have t he e f f e c t o f e l i m i n a t i n g , l i m i t i n g , r e s t r i c t i n g , 
a v o i d i n g o r ot h e r w i s e m o d i f y i n g the e f f e c t o f , o r w a i v i n g 
compliance w i t h t he p r o v i s i o n s of t h i s A r t i c l e X (e.g.. by 
c r e a t i n g a h o l d i n g company s t r u c t u r e i f the c e r t i f i c a t e of 
i n c o r p o r a t i o n , by-laws o r s i m i l a r document of such h o l d i n g 
company does not c o n t a i n e q u i v a l e n t p r o v i s i o n s ) , w i t h o u t t h e 
a f f i r m a t i v e v o t e o f a t l e a s t t w o - t h i r d s o f the d i r e c t o r s o r 
(b) i n the case o f any amendment proposed by shareholders 
w i t h o u t such vote o f d i r e c t o r s , the a f f i r m a t i v e v o te o f 
hold e r s o f shares r e p r e s e n t i n g at l e a s t t w o - t h i r d s o f the 
votes e l i g i b l e t o be cast i n a general e l e c t i o n of d i r e c t o r s . 

SECTION 10.08. Successors. For the d u r a t i o n o f 
the T r a n s i t i o n Period, the p r o v i s i o n s o f t h i s A r t i c l e s h a l l 
be a p p l i c a b l e t o ( i ) any successor t o the c o r p o r a t i o n as the 
r e s u l t of a merger, c o n s o l i d a t i o n o r o t h e r business 
combination, whether o r not t h e c o r p o r a t i o n i s the s u r v i v i n g 
company i n such t r a n s a c t i o n , o r otherwise and ( i i ) any 
c o r p o r a t i o n o r o t h e r e n t i t y w i t h respect t o which t he 
c o r p o r a t i o n o r i t s successor i s or becomes a d i r e c t o r 
i n d i r e c t s u b s i d i a r y , and, i n each case, the board o f 
d i r e c t o r s s h a l l n ot per m i t t h e c o r p o r a t i o n t o be a p a r t y t o 
any t r a n s a c t i o n which would not comply w i t h the f o r e g o i n g 
w i t h o u t the a f f i r m a t i v e v o t e o f a t l e a s t t w o - t h i r d s of the 
d i r e c t o r s . 

SECTION 10.09. E f f e c t i v e n e s s of t h i s A r t i c l e X. 
The p r o v i s i o n s o f t h i s A r t i c l e X s h a l l become n u l l and v o i d 
and be of no f u r t h e r e f f e c t a f t e r t h e T r a n s i t i o n P e r i o d . 
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EXHIBIT B 

Senior O f f i c e r s of Newco 

Co-Chief Executive O f f i c e r : 

Co-Chief Executive O f f i c e r : 

Chief F i n a n c i a l O f f i c e r : 

Chief T r a n s i t i o n / 
I n t e g r a t i o n O f f i c e r : 

Senior Vice President, 
Finance: 

General Counsel: 

Chief Nuclear O f f i c e r : 

Nuclear Operations 
President: 

PECO D i s t r i b u t i o n President: 

Commonwealth Edison 
D i s t r i b u t i o n President: 

Unregulated R e t a i l / 
New Business President: 

Senior Vice President, 
Human Resources: 

Corbin A. McNeill, J r . 

John W. Rowe 

Michael J. Egan 

Michael J l Egan 

Ruth Ann M. G i l l i s 

Pamela B. Strobel 

O l i v e r D. Kingsley, Jr. 

Gerald R. Rainey 

Kenneth G. Lawrence 

Carl J. Croskey 

Paul A. El b e r t 

S. Gary Snodgrass 
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EXHIBIT C 

PECO Energy Company 
P.O. Box 8699 
2301 Market Street 
Philadelphia, PA 19101 

Form of Company A f f i l i a t e L e t t e r 

Dear S i r s : 

The undersigned r e f e r s t o the Amended and Restated 
Agreement and Plan of Exchange and Merger (the "Merger 
Agreement") dated as of September 22, 1999, as amended and 
res t a t e d as of January 7, 2000, among PECO Energy Company, a 
Pennsylvania corporation, Newholdco Corporation, a 
Pennsylvania corporation, and Unicom Corporation, an I l l i n o i s 
c o r p o r a t i o n . C a p i t a l i z e d terms used but not def i n e d i n t h i s 
l e t t e r have the meanings give such terms i n the Merger 
Agreement. 

The undersigned, a holder of shares of Company 
Common Stock, i s e n t i t l e d t o receive i n connection w i t h the 
Merger shares of Newco Common Stock. The undersigned 
acknowledges t h a t the undersigned may be deemed an 
" a f f i l i a t e " of the Company w i t h i n the meaning of Rule 145 
("Rule 145") promulgated under the S e c u r i t i e s Act, although 
nothing contained herein should be construed as an admission 
of such f a c t . 

I f i n f a c t the undersigned were an a f f i l i a t e under 
the S e c u r i t i e s Act, the undersigned's a b i l i t y t o s e l l , assign 
or t r a n s f e r the Newco Common Stock received by the 
undersigned i n exchange f o r any shares of Company Common 
Stock pursuant t o the Merger may be r e s t r i c t e d unless such 
t r a n s a c t i o n i s r e g i s t e r e d under the S e c u r i t i e s Act or an 
exemption from such r e g i s t r a t i o n i s a v a i l a b l e . The 
undersigned ( i ) understands t h a t such exemptions are l i m i t e d 
and t h a t Newco i s not under any o b l i g a t i o n t o e f f e c t any such 
r e g i s t r a t i o n and ( i i ) has obtained advice of counsel as to 
the nature and conditions of such exemptions, i n c l u d i n g 
i n f o r m a t i o n w i t h respect t o the a p p l i c a b i l i t y t o the sale of 
such s e c u r i t i e s of Rules 144 and 145(d) promulgated under the 
Se c u r i t i e s Act. 

The undersigned hereby represents t o and covenants 
w i t h Parent and Newco t h a t the undersigned w i l l not s e l l , 
assign or t r a n s f e r any of the Newco Common Stock received by 
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the undersigned i n exchange f o r shares o f Company Common 
Stock pursuant t o the Merger except ( i ) pursuant t o an 
e f f e c t i v e r e g i s t r a t i o n statement under the S e c u r i t i e s Act or 
( i i ) i n a t r a n s a c t i o n t h a t , i n the o p i n i o n o f counsel 
reasonably s a t i s f a c t o r y t o Newco or as described i n a 
"no-action" or i n t e r p r e t i v e l e t t e r from the S t a f f .of the SEC, 
i s not re q u i r e d t o be r e g i s t e r e d under the S e c u r i t i e s Act. 

I n the event of a sale or ot h e r d i s p o s i t i o n by the 
undersigned pursuant t o Rule 145, of Newco Common Stock 
received by the undersigned i n the Merger, the undersigned 
w i l l supply Newco w i t h evidence of compliance w i t h such Rule, 
i n the form of a l e t t e r i n the form o f Annex I hereto and the 
opi n i o n of counsel o r no-action l e t t e r r e f e r r e d t o above. 
The undersigned understands t h a t Newco may i n s t r u c t i t s 
t r a n s f e r agent t o w i t h h o l d the t r a n s f e r of any Parent 
s e c u r i t i e s disposed of by the undersigned, but t h a t upon 
r e c e i p t of such evidence of compliance the t r a n s f e r agent 
s h a l l e f f e c t u a t e the t r a n s f e r of the Newco Common Stock s o l d 
as i n d i c a t e d i n the l e t t e r . 

The undersigned acknowledges and agrees t h a t 
( i ) the Newco Common Stock issued t o the undersigned w i l l a l l 
be i n c e r t i f i c a t e d form and ( i i ) a p p r o p r i a t e legends w i l l be 
placed on c e r t i f i c a t e s r e presenting Newco Common Stock 
received by the undersigned i n the Merger or h e l d by a 
tran s f e r e e t h e r e o f , which legends w i l l be removed by d e l i v e r y 
of s u b s t i t u t e c e r t i f i c a t e s upon r e c e i p t of an o p i n i o n i n form 
and substance reasonably s a t i s f a c t o r y t o Newco from counsel 
reasonably s a t i s f a c t o r y t o Newco t o the e f f e c t t h a t such 
legends are no longer r e q u i r e d f o r purposes o f the S e c u r i t i e s 
Act. 

The undersigned acknowledges t h a t ( i ) the 
undersigned has c a r e f u l l y read t h i s l e t t e r and understands 
the recjuirements hereof and the l i m i t a t i o n s imposed upon the 
d i s t r i b u t i o n , sale, t r a n s f e r o r ot h e r d i s p o s i t i o n o f Newco 
Common Stock and ( i i ) the r e c e i p t by Parent and Newco of t h i s 
l e t t e r i s an inducement and a c o n d i t i o n t o Parent's and 
Newco's re s p e c t i v e o b l i g a t i o n s t o consummate the Merger. 

Very t r u l y yours, 

Dated: 
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ANNEX I 
TO EXHIBIT C 

Newholdco Corporation 
37th Floor, 10 South Dearborn S t r e e t 
Post O f f i c e Box A-3005 
Chicago, I L 60690-3005 

On / the undersigned s o l d the 
s e c u r i t i e s of Newholdco Corporation f"Newco") described below 
i n the space provided f o r t h a t purpose (the " S e c u r i t i e s " ) . 
The S e c u r i t i e s were received by the undersigned i n connection 
w i t h the merger of Unicom Corporation w i t h and i n t o Newco. 

Based upon the most recent r e p o r t o r statement 
f i l e d by Parent w i t h the S e c u r i t i e s and Exchange Commission, 
the S e c u r i t i e s s o l d by the undersigned were w i t h i n the 
pr e s c r i b e d l i m i t a t i o n s set f o r t h i n Rule 144(e) promulgated 
under the S e c u r i t i e s Act of 1933, as amended (the " S e c u r i t i e s 
Act") . 

The undersigned hereby represents t h a t the 
S e c u r i t i e s were s o l d i n "brokers' t r a n s a c t i o n s " w i t h i n the 
meaning of Section 4(4) of the S e c u r i t i e s Act or i n 
t r a n s a c t i o n s d i r e c t l y w i t h a "market maker" as t h a t term i s 
defin e d i n Section 3(a)(38) of the S e c u r i t i e s Exchange Act of 
1934, as amended. The undersigned f u r t h e r represents t h a t 
the undersigned has not s o l i c i t e d or arranged f o r the 
s o l i c i t a t i o n of orders t o buy the S e c u r i t i e s , and t h a t the 
undersigned has not made any payment i n connection w i t h the 
o f f e r o r sale of the S e c u r i t i e s t o any person other than t o 
the broker who executed the order i n respect of such s a l e . 

Very t r u l y yours. 

Dated: 

[Space t o be provided f o r d e s c r i p t i o n of s e c u r i t i e s . ] 
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EXHIBIT D 

Unicom Corporation 
37th Floor 
10 South Dearborn S t r e e t 
Post O f f i c e Box A-3005 
Chicago, I L 60690-3005 

Form of Parent A f f i l i a t e L e t t e r 

Dear S i r s : 

The undersigned r e f e r s t o the Amended and Restated 
Agreement and Plan of Exchange and Merger {the "Merger 
Agreement") dated as of September 22, 1999, as amended and 
r e s t a t e d as of January 7, 2000, among PECO Energy Company, a 
Pennsylvania c o r p o r a t i o n , Newholdco Corporation, a 
Pennsylvania c o r p o r a t i o n , and Unicom Corporation, an I l l i n o i s 
c o r p o r a t i o n . C a p i t a l i z e d terms used but not d e f i n e d i n t h i s 
l e t t e r have the meanings g i v e such terms i n the Merger 
Agreement. 

The undersigned, a holder of shares o f Parent 
Common Stock, i s e n t i t l e d t o receive i n connection w i t h the 
Merger shares of Newco Common Stock. The undersigned 
acknowledges t h a t the undersigned may be deemed an 
" a f f i l i a t e " of Parent w i t h i n the meaning of Rule 145 
{"Rule 145111 promulgated under the S e c u r i t i e s Act, although 
n o t h i n g contained h e r e i n should be construed as an admission 
of such f a c t . 

I f i n f a c t the undersigned were an a f f i l i a t e under 
the S e c u r i t i e s Act, the undersigned's a b i l i t y t o s e l l , assign 
or t r a n s f e r the Newco Common Stock received by the 
undersigned i n exchange f o r any.shares of Parent Common Stock 
pursuant t o the Merger may be r e s t r i c t e d unless such 
t r a n s a c t i o n i s r e g i s t e r e d under the S e c u r i t i e s Act or an 
exemption from such r e g i s t r a t i o n i s a v a i l a b l e . The 
undersigned ( i ) understands t h a t such exemptions are l i m i t e d 
and t h a t Newco i s not under any o b l i g a t i o n t o e f f e c t any such 
r e g i s t r a t i o n and ( i i ) has obtained advice o f counsel as t o 
the n ature and c o n d i t i o n s of such exemptions, i n c l u d i n g 
i n f o r m a t i o n w i t h respect t o the a p p l i c a b i l i t y t o the sale of 
such s e c u r i t i e s of Rules 144 and 145(d) promulgated under the 
S e c u r i t i e s Act. 

The undersigned hereby represents t o and covenants 
w i t h t h e Company and Newco t h a t the undersigned w i l l not 
s e l l , assign or t r a n s f e r any of the Newco Common Stock 
r e c e i v e d by the undersigned i n exchange f o r shares of Parent 
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Common Stock pursuant t o the Merger except ( i ) pursuant t o an 
e f f e c t i v e r e g i s t r a t i o n statement under the S e c u r i t i e s Act or 
( i i ) i n a t r a n s a c t i o n t h a t , i n the o p i n i o n of counsel 
reasonably s a t i s f a c t o r y t o Newco or as described i n a "no-
a c t i o n " o r i n t e r p r e t i v e l e t t e r from the S t a f f of the SEC, i s 
not r e q u i r e d t o be r e g i s t e r e d under the S e c u r i t i e s Act. 

I n the event of a sale o r other d i s p o s i t i o n by the 
undersigned pursuant t o Rule 145, of Newco Common Stock 
received by the undersigned i n the Merger, the undersigned 
w i l l supply Newco w i t h evidence o f compliance w i t h such Rule, 
i n the form of a l e t t e r i n the form o f Annex I hereto and the 
opi n i o n of counsel o r no- a c t i o n l e t t e r r e f e r r e d t o above. 
The undersigned understands t h a t Newco may i n s t r u c t i t s 
t r a n s f e r agent t o withhold' the t r a n s f e r of any Parent 
s e c u r i t i e s disposed of by the undersigned, but t h a t upon 
r e c e i p t of such evidence o f compliance the t r a n s f e r agent 
s h a l l e f f e c t u a t e the t r a n s f e r of the Newco Common Stock sold 
as i n d i c a t e d i n the l e t t e r . 

The undersigned acknowledges and agrees t h a t 
( i ) the Newco Common Stock issued t o the undersigned w i l l a l l 
be i n c e r t i f i c a t e d form and ( i i ) a p p r o p r i a t e legends w i l l be 
placed on c e r t i f i c a t e s r e p r e s e n t i n g Newco Common Stock 
received by the undersigned i n the Merger or h e l d by a 
tr a n s f e r e e t h e r e o f , which legends w i l l be removed by d e l i v e r y 
of s u b s t i t u t e c e r t i f i c a t e s upon r e c e i p t of an o p i n i o n i n form 
and substance reasonably s a t i s f a c t o r y t o Newco from counsel 
reasonably s a t i s f a c t o r y t o Newco t o the e f f e c t t h a t such 
legends are no longer r e q u i r e d f o r purposes of the S e c u r i t i e s 
Act. 

The undersigned acknowledges t h a t ( i ) the 
undersigned has c a r e f u l l y read t h i s l e t t e r and understands 
the requirements hereof and the l i m i t a t i o n s imposed upon the 
d i s t r i b u t i o n , sale, t r a n s f e r or ot h e r d i s p o s i t i o n o f Parent 
Common Stock and ( i i ) the r e c e i p t by the Company and Newco of 
t h i s l e t t e r i s an inducement and a c o n d i t i o n t o Company's 
o b l i g a t i o n s t o consummate the Merger. 

Very t r u l y yours. 

Dated: 
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ANNEX I 
TO EXHIBIT D 

Newholdco Corporation 
37th Floor, 10 South Dearborn S t r e e t 
Post O f f i c e Box A-3005 
Chicago, I L 60690-3005 

On , the undersigned s o l d the 
s e c u r i t i e s of Newholdco Corporation ("Newco") described below 
i n the space provided f o r t h a t purpose (the " S e c u r i t i e s " ) . 
The S e c u r i t i e s were received by the undersigned i n connection 
w i t h the mandatory share exchange between PECO Energy Company 
and Newco. 

Based upon the most recent r e p o r t o r statement 
f i l e d by Parent w i t h the S e c u r i t i e s and Exchange Commission, 
the S e c u r i t i e s s o l d by the undersigned were w i t h i n the 
p r e s c r i b e d l i m i t a t i o n s set f o r t h i n Rule 144(e) promulgated 
under the S e c u r i t i e s Act of 1933, as amended (the " S e c u r i t i e s 
A c t " ) . 

The undersigned hereby represents t h a t the 
S e c u r i t i e s were s o l d i n "brokers' t r a n s a c t i o n s " w i t h i n the 
meaning of Section 4(4) of the S e c u r i t i e s Act or i n 
tr a n s a c t i o n s d i r e c t l y w i t h a "market maker" as t h a t term i s 
de f i n e d i n Section 3(a)(38) o f the S e c u r i t i e s Exchange Act of 
1934, as amended. The undersigned f u r t h e r represents t h a t 
the undersigned has not s o l i c i t e d o r arranged f o r the 
s o l i c i t a t i o n o f orders t o buy the S e c u r i t i e s , and t h a t the 
undersigned has not made any payment i n connection w i t h the 
o f f e r or. sale of the S e c u r i t i e s t o any person other than t o 
the broker who executed the order i n respect of such sale. 

Very t r u l y yours. 

Dated: 

[Space t o be provided f o r d e s c r i p t i o n of s e c u r i t i e s . ] 
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EXHIBIT E 

[Letterhead of Parent] 

[Date] 

Cravath, Swaine & Moore 
825 Eighth Avenue 
New York, New York 10019 

Jones, Day, Reavis & Pogue 
77 West Walker Drive 
Chicago, I l l i n o i s 60001 

Ladies and Gentlemen: 

I n connection w i t h the opinions t o be d e l i v e r e d 
pursuant t o Sections 7.02(d) and 7.03(d) of the Amended and 
Restated Agreement and Plan o f Exchange and Merger (the 
"Exchange and Merger Agreement") dated as o f September 22, 
1999, as amended and r e s t a t e d as of January 7, 2000, among 
PECO Energy Company, a Pennsylvania c o r p o r a t i o n ("Parent"), 
Newholdco Corporation, a Pennsylvania c o r p o r a t i o n and "a 
wholly owned s u b s i d i a r y of Parent ("Newco") and Unicom 
Corporation, an I l l i n o i s c o r p o r a t i o n (the "Company"), and i n 
connection w i t h the f i l i n g w i t h the S e c u r i t i e s and Exchange 
Commission (the "SEC") of the r e g i s t r a t i o n statement on Form 
S-4 (the " R e g i s t r a t i o n Statement"), which i n c l u d e s the proxy 
statement/prospectus of Parent and the Company, each as 
amended and supplemented through the date hereof, the 
undersigned c e r t i f i e s and represents on behal f of Parent and 
as t o Parent, a f t e r due i n q u i r y and i n v e s t i g a t i o n , as f o l l o w s 
(any c a p i t a l i z e d term used but not d e f i n e d h e r e i n having the 
meaning given t o such term i n the Exchange and Merger 
Agreement): 

1. The Merger w i l l be consummated i n accordance 
w i t h the Exchange and Merger Agreement and as described i n 
the R e g i s t r a t i o n Statement. The f a c t s r e l a t i n g t o the Merger 
as described i n the R e g i s t r a t i o n Statement and the documents 
referenced i n the R e g i s t r a t i o n Statement are, i n s o f a r as such 
f a c t s r e l a t e t o Parent, t r u e , c o r r e c t and complete i n a l l 
m a t e r i a l respects. 
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2. The formula set f o r t h i n the Exchange and 
Merger Agreement pursuant t o which each issued and 
outstanding share of common stock, no par value, o f Parent 
{the "Parent Common Stock") w i l l be converted i n t o common 
shares, no par value, of Newco (the "Newco Common Stock") i s 
the r e s u l t of arm's l e n g t h b a r g a i n i n g . The aggregate f a i r 
market value of the Newco Common Stock t o be r e c e i v e d by each 
holder of Parent Common Stock i n the F i r s t Step Exchange w i l l 
be approximately equal t o the f a i r market value of the Parent 
Common Stock surrendered i n exchange t h e r e f o r . 

3. Parent has not made and does not have any 
present p l a n or i n t e n t i o n t o make any d i s t r i b u t i o n s t o 
holders o f Parent Common Stock (other than d i v i d e n d s i n the 
or d i n a r y course of business) p r i o r t o , i n contemplation o f , 
or otherwise i n connection w i t h , the Merger. 

4. Newco has not acquired, nor, except as a r e s u l t 
of the F i r s t Step Exchange w i l l i t acquire, nor has i t owned 
i n the past f i v e years, any Parent Common Stock. 

5. Parent, Newco and the holders o f Parent Common 
Stock w i l l each pay t h e i r r e s p e c t i v e expenses,, i f any, 
in c u r r e d i n connection w i t h the F i r s t Step Exchange. Parent 
has not agreed t o assume, nor w i l l i t d i r e c t l y o r i n d i r e c t l y 
assume, any expense or other l i a b i l i t y , whether f i x e d or 
contingent, of any holder of Parent Common Stock. Parent has 
not entered i n t o any arrangement pursuant t o which Newco has 
agreed t o assume, d i r e c t l y or i n d i r e c t l y , any expense or 
othe r l i a b i l i t y , whether f i x e d or contingent, i n c u r r e d o r t o 
be i n c u r r e d by Parent o r any holder o f Parent Common Stock i n 
connection w i t h or as p a r t of the F i r s t Step Exchange or any 
r e l a t e d t r a n s a c t i o n s , nor w i l l any of the Parent Common Stock 
t h a t i s acquired by Newco i n connection w i t h t h e F i r s t Step 
Exchange be subject t o any l i a b i l i t i e s . 

6. Parent i s not an investment company as de f i n e d 
i n Section 3 6 8 ( a ) ( 2 ) ( F ) ( i i i ) and ( i v ) of the I n t e r n a l Revenue 
Code of 1986, as amended (the "Code"), Section 351(e) (1) of 
the Code or Treasury Regulation Section 1.351-1 (c) (1) ( i i ) . 

7. Parent w i l l not take, and, t o the best 
knowledge of the management of Parent t h e r e i s no present 
p l a n or i n t e n t i o n of any holders of Parent Common Stock t o 
take, any p o s i t i o n on any Federal, s t a t e or l o c a l income or 
fra n c h i s e t a x r e t u r n , o r take any ot h e r t a x r e p o r t i n g 
p o s i t i o n , t h a t i s i n c o n s i s t e n t ( i ) w i t h the treatment of the 
Merger as t r a n s a c t i o n s described, i n Section 351 of the Code 
or ( i i ) w i t h the treatment of the Second Step Merger as a 
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r e o r g a n i z a t i o n w i t h i n the meaning of Section 368(a) of the 
Code, i n each case unless otherwise r e q u i r e d by a 
"determination" (as def i n e d i n Section 1313(a)(1) of the 
Code) or by app l i c a b l e s t a t e o r l o c a l t a x law (and then o n l y 
to the extent r e q u i r e d by such a p p l i c a b l e s t a t e o r l o c a l t a x 
law) . 

8. None of the compensation received by any 
stockholder-employee of Parent i n respect of per i o d s ending 
on o r p r i o r t o the Exchange E f f e c t i v e Time represents 
separate c o n s i d e r a t i o n f o r any of h i s or her Parent Common 
Stock. None of the Newco Common Stock t h a t w i l l be received 
by any stockholder-employee o f Parent i n the Merger 
represents separately bargained f o r c o n s i d e r a t i o n which i s 
a l l o c a b l e t o any employment agreement or arrangement. The 
compensation paid t o any stockholder-employees w i l l be f o r 
services a c t u a l l y rendered and w i l l be determined by 
ba r g a i n i n g a t arm's-length. 

9. There i s no i n t e r c o r p o r a t e indebtedness 
e x i s t i n g between Newco and Parent. 

10. Parent i s not under the j u r i s d i c t i o n o f a 
cour t i n a T i t l e 11 or s i m i l a r case w i t h i n the meaning of 
Section 368(a)(3)(A) of the Code. 

11. On the date of the F i r s t Step Exchange, the 
f a i r market value of the assets o f Parent w i l l exceed the sum 
of i t s l i a b i l i t i e s , plus the amount o f l i a b i l i t i e s , i f any, 
t o which such assets are s u b j e c t . 

12. To the best knowledge of the management of 
Parent, t h e r e i s no present p l a n o r i n t e n t i o n on the p a r t of 
the holders of Parent Common Stock t o s e l l , exchange or 
otherwise dispose of, or t o en t e r i n t o any c o n t r a c t or other 
arrangement w i t h respect t o , any i n t e r e s t i n the shares of 
Newco Common Stock received i n the F i r s t Step Exchange i n 
exchange f o r such Parent Common Stock such t h a t the former 
holders o f Company Common Stock and the former holders o f 
Parent Common Stock, i n the aggregate, would not own ( i ) 
Newco Common Stock having a t l e a s t 80% of the t o t a l combined 
v o t i n g power of a l l classes o f Newco stock e n t i t l e d t o vote 
and ( i i ) a t le a s t 80% of the t o t a l number of shares of each 
other c l a s s of Newco Stock. 

13. None of the holders o f Parent Common Stock 
w i l l r e t a i n any r i g h t s i n the Parent Common Stock t r a n s f e r r e d 
t o Newco pursuant t o the F i r s t Step Exchange. 

l » n f C o s p , 9 8 2 e S 1 . 6 : 3 B l S : 0 1 / i a / 2 0 Q 0 - - 7 : 3 4 p ] 



14. Newco w i l l not receive any accounts r e c e i v a b l e 
i n the F i r s t Step Exchange. 

15. To the best knowledge of the management of 
Parent and t a k i n g i n t o account any issuance of a d d i t i o n a l 
shares of Newco Common Stock, any issuance of Newco Common 
Stock f o r s e r v i c e s , the exercise of any Newco stock r i g h t s , 
o p t i o n s , warrants o r s u b s c r i p t i o n s , any p u b l i c o f f e r i n g s of 
Newco stock, and the sale, exchange, t r a n s f e r by g i f t or 
oth e r d i s p o s i t i o n of any Newco Common Stock r e c e i v e d by 
holders of Parent Common Stock i n the Merger, the holders of 
Parent Common Stock and Company Common Stock w i l l 
c o l l e c t i v e l y be i n " c o n t r o l " of Newco immediately a f t e r the 
Merger. For purposes of t h i s r e p r e s e n t a t i o n l e t t e r , 
" c o n t r o l " s h a l l mean the ownership o f ( i ) stock possessing a t 
l e a s t 80% o f the t o t a l combined v o t i n g power of a l l classes 
of Newco stock . e n t i t l e d t o vote and ( i i ) a t l e a s t 80% of the 
t o t a l number of shares of each other class of Newco stock. 

16. The Exchange and Merger Agreement, the 
R e g i s t r a t i o n Statement and the ot h e r documents described i n 
the R e g i s t r a t i o n Statement represent the e n t i r e understanding 
of Parent w i t h respect t o the Merger and there are no ot h e r 
w r i t t e n or o r a l agreements regarding the Merger. 

17. The Merger i s being undertaken f o r purposes of 
enhancing the business of Parent and f o r other good and v a l i d 
business purposes of Parent as described i n the proxy 
statement/prospectus of Parent and the Company i n c l u d e d i n 
the R e g i s t r a t i o n Statement. 

18. The undersigned i s auth o r i z e d t o make a l l the 
re p r e s e n t a t i o n s set f o r t h h e r e i n on behalf of Parent. 

The undersigned acknowledges t h a t ( i ) the opinions 
t o be d e l i v e r e d pursuant t o Sections 7.02(d) and 7.03(d) o f 
the Exchange and Merger Agreement w i l l be based on the 
accuracy o f the represe n t a t i o n s set f o r t h h e r e i n and on the 
accuracy o f the represe n t a t i o n s and war r a n t i e s and the 
s a t i s f a c t i o n of the covenants and o b l i g a t i o n s contained i n 
the Exchange and Merger Agreement and the va r i o u s o t h e r 
documents r e l a t e d t h e r e t o , and ( i i ) such opinions w i l l be 
subject t o c e r t a i n l i m i t a t i o n s and q u a l i f i c a t i o n s i n c l u d i n g 
t h a t they may not be r e l i e d upon i f any such r e p r e s e n t a t i o n s 
or w a r r a n t i e s are not accurate o r i f any such covenants o r 
o b l i g a t i o n s are not s a t i s f i e d i n a l l m a t e r i a l respects. 

The undersigned acknowledges t h a t such opinions 
w i l l not address any tax consequences of the Merger or any 
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a c t i o n taken i n connection t h e r e w i t h except as expressly set 
f o r t h i n such o p i n i o n s . 

Very t r u l y yours, 

PECO ENERGY COMPANY, 

by 

Name: Corbin A. M c N e i l l , J r . 
T i t l e : Chairman of the Board, 

President, and Chief 
Executive O f f i c e r 
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EXHIBIT F 

[Letterhead of Newco] 

[Date] 

Cravath, Swaine & Moore 
825 Eighth Avenue 
New York, New York 10019 

Jones, Day, Reavis & Pogue 
77 West Walker Drive 
Chicago, I l l i n o i s 60001 

Ladies and Gentlemen: 

I n connection w i t h the opinions t o be d e l i v e r e d 
pursuant t o Sections 7.02(d) and 7.03(d) of the Amended and 
Restated Agreement and Plan of Exchange and Merger (the 
"Exchange and Merger Agreement") dated as of September 22, 
1999, as amended and r e s t a t e d as of January 7, 2000, among 
PECO Energy Company, a Pennsylvania c o r p o r a t i o n ("Parent"), 
Newholdco Corporation, a Pennsylvania c o r p o r a t i o n and a 
w h o l l y owned s u b s i d i a r y of Parent ("Newco") and Unicom 
Corporation, an I l l i n o i s c o r p o r a t i o n (the "Company"), and i n 
connection'with the f i l i n g w i t h the S e c u r i t i e s and Exchange 
Commission (the "SEC") of the r e g i s t r a t i o n statement on Form 
S-4 (the " R e g i s t r a t i o n Statement"), which i n c l u d e s the proxy 
statement/prospectus of Parent and the Company, each as 
amended and supplemented through the date hereof, the 
undersigned c e r t i f i e s and represents on behalf of Newco and 
as t o Newco, a f t e r due i n q u i r y and i n v e s t i g a t i o n , as f o l l o w s 
(any c a p i t a l i z e d term used but not d e f i n e d h e r e i n having the 
meaning given t o such term i n the Exchange and Merger 
Agreement): 

1. The Merger w i l l be consummated i n accordance 
w i t h the Exchange and Merger Agreement and as described i n 
the R e g i s t r a t i o n Statement. The f a c t s r e l a t i n g t o the Merger 
as described i n the R e g i s t r a t i o n Statement and the documents 
referenced i n the R e g i s t r a t i o n Statement are, i n s o f a r as such 
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f a c t s r e l a t e t o Newco, t r u e , c o r r e c t and complete i n a l l 
m a t e r i a l respects. 

2. The formulae set f o r t h i n the Exchange and 
Merger Agreement pursuant t o which each issued and 
outstanding share of common stock, no par va l u e , o f Parent 
(the "Parent Common Stock") w i l l be converted i n t o common 
shares, no par value, of Newco (the "Newco Common Stock") and 
each issued and outstanding share of common stock, no par 
value, of the Company (the "Company Common Stock") w i l l be 
converted i n t o Newco Common Stock and cash are the r e s u l t of 
arm's l e n g t h b a r g a i n i n g . The aggregate f a i r market value of 
the Newco Common Stock t o be received by holders o f Parent 
Common Stock i n the Merger w i l l be approximately equal t o the 
f a i r market value of the Parent Common Stock surrendered i n 
exchange t h e r e f o r . The aggregate f a i r market value of the 
Newco Common Stock and cash t o be received by holders of 
Company Common Stock i n the Merger w i l l be approximately 
equal t o the f a i r market value o f the Company Common Stock 
surrendered i n exchange t h e r e f o r . 

3. Cash payments, i f any, t o be made t o holders of 
Company Common Stock i n l i e u o f f r a c t i o n a l shares o f Newco 
Common Stock t h a t would otherwise be issued t o such holders 
i n the Second Step Merger w i l l be made f o r t he purpose of 
saving Newco the expense and inconvenience of i s s u i n g and 
t r a n s f e r r i n g f r a c t i o n a l shares o f Newco Common Stock, and do 
not represent separately bargained f o r c o n s i d e r a t i o n . The 
t o t a l cash c o n s i d e r a t i o n t h a t w i l l be pa i d i n the Second Step 
Merger t o holders of Company Common Stock i n l i e u o f 
f r a c t i o n a l shares of Newco Common Stock i s not expected t o 
exceed one percent of the t o t a l c o n s i d e r a t i o n t h a t w i l l be 
issued i n the Second Step Merger t o such holders i n exchange 
f o r t h e i r shares of Company Common Stock. 

4. ( i ) Newco has no present p l a n o r i n t e n t i o n , 
f o l l o w i n g the Merger, t o rea c q u i r e , o r t o cause any 
c o r p o r a t i o n t h a t i s r e l a t e d t o Newco t o acq u i r e , d i r e c t l y or 
i n d i r e c t l y , any Newco Common Stock issued i n the Merger, 
except f o r repurchases of Newco Common Stock by Newco i n 
connection w i t h [describe s p e c i f i c parameters o f any 
repurchase program t o be adopted by Newco]. No c o r p o r a t i o n 
t h a t i s r e l a t e d t o Newco has a p l a n o r i n t e n t i o n t o purchase 
any of the Newco Common Stock issued i n the Merger. 

( i i ) For purposes o f t h i s r e p r e s e n t a t i o n l e t t e r , a 
co r p o r a t i o n s h a l l be t r e a t e d as r e l a t e d t o Newco i f such 
c o r p o r a t i o n i s r e l a t e d t o Newco w i t h i n the meaning of 
Treasury Regulation Section 1.368-1 (e) (3) . 
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5. Newco has not acquired, nor, except as a r e s u l t 
of the F i r s t Step Exchange w i l l i t acquire, nor has i t owned 
i n the past f i v e years, any Parent Common Stock. Newco has 
not acquired, nor, except as a r e s u l t of the Second Step 
Merger w i l l i t acquire, nor has i t owned i n the past f i v e 
years, any Company Common Stock. 

6. Newco has no present p l a n or i n t e n t i o n t o make 
any d i s t r i b u t i o n s a f t e r the Merger t o holders o f Newco Common 
Stock (other than dividends made i n the o r d i n a r y course of 
business). 

7. At the Merger E f f e c t i v e Time, the value of the 
Newco Common Stock t o be issued t o holders of Company Common 
Stock i n the Second Step Merger w i l l represent a t l e a s t 50% 
of the value of the t o t a l c o n s i d e r a t i o n t o be issued t o such 
holders i n the Second Step Merger i n exchange f o r t h e i r 
shares of Company Common Stock. Further, no l i a b i l i t i e s of 
Parent or any of the holders of Parent Common Stock and no 
l i a b i l i t i e s of any of the holders of Company Common Stock 
w i l l be assumed by Newco, nor w i l l any of the Parent Common 
Stock or Company Common Stock acquired by Newco i n connection 
w i t h the Merger be subject t o any l i a b i l i t i e s . 

8. Parent, Newco, the Company and holders of 
Parent Common Stock and Company Common Stock w i l l each pay 
t h e i r r e s p e c t i v e expenses, i f any, i n c u r r e d i n connection 
w i t h the Merger. Newco has not pai d , d i r e c t l y o r i n d i r e c t l y , 
nor has i t agreed t o assume any expense or o t h e r l i a b i l i t y , 
whether f i x e d or contingent, i n c u r r e d o r t o be i n c u r r e d by 
Parent, any holder of Parent Common Stock o r any holder of 
Company Common Stock i n connection w i t h or as p a r t o f the 
Merger or any r e l a t e d t r a n s a c t i o n s . 

9. Following the Second Step Merger, Newco or 
Newco's " q u a l i f i e d group" of co r p o r a t i o n s (as d e f i n e d i n 
Treasury Regulation Section 1.368-1(d) (4) ( i i ) ) w i l l continue 
the " h i s t o r i c business" of the Company or use a s i g n i f i c a n t 
p o r t i o n of the Company's " h i s t o r i c business assets" i n a 
business (as such terms are d e f i n e d i n Treasury Regulation 
Section 1 . 3 6 8 - l ( d ) ) . Following the F i r s t Step Exchange, 
Newco w i l l cause Parent t o continue i t s h i s t o r i c business or 
t o use a s i g n i f i c a n t p o r t i o n of i t s h i s t o r i c business assets 
i n a trade or business. 

10. Newco i s not an investment company as de f i n e d 
i n Section 368 (a) (2) (F) ( i i i ) and ( i v ) of the Code, Section 
351(e)(1) o f the Code or Treasury Regulation S e c t i o n 1.351-
K c ) (1) ( i i ) . 
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11. Newco w i l l not take any p o s i t i o n on any 
Federal, s t a t e or l o c a l income or f r a n c h i s e t a x r e t u r n , or 
take any other t a x r e p o r t i n g p o s i t i o n , t h a t i s i n c o n s i s t e n t 
( i ) w i t h the treatment of the Merger as t r a n s a c t i o n s 
described i n Section 351 of the Code or ( i i ) w i t h t h e 
treatment of the Second Step Merger as a r e o r g a n i z a t i o n 
w i t h i n the meaning of Section 368(a) of the Code, i n each 
case unless otherwise r e q u i r e d by a "determination" (as 
def i n e d i n Section 1313(a)(1) of the Code) or by a p p l i c a b l e 
s t a t e or l o c a l t a x law (and then o n l y t o the ex t e n t r e q u i r e d 
by such a p p l i c a b l e s t a t e or l o c a l t a x law). 

12. None of the compensation received by any 
stockholder-employee of Parent i n respect of periods ending 
on or p r i o r t o the Exchange E f f e c t i v e Time represents 
separate c o n s i d e r a t i o n f o r any of h i s or her Parent Common 
Stock. None of the compensation received by any stockholder-

. employee of the Company i n respect of periods ending on or 
p r i o r t o the Merger E f f e c t i v e Time represents separate 
c o n s i d e r a t i o n f o r any of h i s or her Company Common Stock. 
None of the Newco Common Stock t h a t w i l l be rec e i v e d by any 
stockholder-employee of Parent or the Company i n the Merger 
represents s e p a r a t e l y bargained f o r c o n s i d e r a t i o n which i s 
a l l o c a b l e t o any employment agreement or arrangement. The 
compensation p a i d t o any stockholder-employees w i l l be f o r 
services a c t u a l l y rendered and w i l l be determined by 
ba r g a i n i n g a t arm's-length. 

13. There i s no i n t e r c o r p o r a t e indebtedness 
e x i s t i n g between ( i ) Newco and Parent o r ( i i ) Newco (or any 
of i t s s u b s i d i a r i e s ) and the Company (or any of i t s 
s u b s i d i a r i e s ) . 

14. Newco i s not under the j u r i s d i c t i o n of a c o u r t 
i n a T i t l e 11 or s i m i l a r case w i t h i n the meaning of Section 
368 (a) (3) (A) of the Code. 

15. To the best knowledge of the management o f 
Newco and t a k i n g i n t o account any issuance of a d d i t i o n a l 
shares of Newco Common Stock, any issuance of Newco Common 
Stock f o r s e r v i c e s , the exercise of any Newco stock r i g h t s , 
o p t i o n s , warrants o r s u b s c r i p t i o n s , any p u b l i c o f f e r i n g s of 
Newco stock, and the sale, exchange, t r a n s f e r by g i f t o r " 
other d i s p o s i t i o n of any Newco Common Stock r e c e i v e d i n the. 
Merger, the holders of Parent Common Stock and Company Common 
Stock w i l l c o l l e c t i v e l y be i n " c o n t r o l " of Newco immediately 
a f t e r the Merger. For purposes of t h i s r e p r e s e n t a t i o n 
l e t t e r , " c o n t r o l " s h a l l mean the ownership of ( i ) stock 
possessing a t l e a s t 80% of the t o t a l combined v o t i n g power o f 
a l l classes of Newco stock e n t i t l e d t o vote and ( i i ) a t l e a s t 
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80% of the t o t a l number of shares of each o t h e r c l a s s of 
Newco stock. 

16. Newco has no present p l a n o r i n t e n t i o n t o , o r 
t o cause any of i t s a f f i l i a t e s t o , ( i ) l i q u i d a t e Newco or 
Parent, ( i i ) merge (other than i n connection w i t h t he Second 
Step Merger), l i q u i d a t e or co n s o l i d a t e Newco or Parent w i t h 
or i n t o any ot h e r e n t i t y ( i n c l u d i n g , w i t h o u t l i m i t a t i o n , any 
a f f i l i a t e ) , ( i i i ) s e l l , t r a n s f e r , d i s t r i b u t e o r otherwise 
dispose of the Parent Common Stock or i n t e r e s t s i n any of i t s 
m a t e r i a l a f f i l i a t e s or ( i v ) s e l l , t r a n s f e r , d i s t r i b u t e or 
otherwise dispose o f any of the m a t e r i a l assets of Parent, 
the Company or t h e i r a f f i l i a t e s acquired i n the Merger (other 
than i n the o r d i n a r y course of business o r t r a n s f e r s 
described i n Section 368(a)(2)(C) of the Code o r Treasury 
Regulation Section 1.368-2 (k) t h a t a l s o q u a l i f y as 
t r a n s a c t i o n s described i n Section 351 of the Code). 

17. The Newco Common Stock issued i n the Merger 
w i l l c o n s t i t u t e a l l of Newco's outstanding stock immediately 
a f t e r the Merger. Except as s p e c i f i c a l l y set f o r t h i n the 
Exchange and Merger Agreement, Newco w i l l not issue any Newco 
Common Stock i n connection w i t h the Merger i n c o n s i d e r a t i o n 
f o r services rendered t o or f o r the b e n e f i t of Newco or any 
of i t s a f f i l i a t e s , o r i n c o n s i d e r a t i o n f o r the t r a n s f e r of 
any p r o p e r t y other than Parent Common Stock o r Company 
assets. 

18. The Exchange and Merger Agreement, the 
R e g i s t r a t i o n Statement and the other documents described i n 
the R e g i s t r a t i o n Statement represent the e n t i r e understanding 
of Newco w i t h respect t o the Merger and there are no other 
w r i t t e n or o r a l agreements .regarding the Merger. 

19. The Merger i s being undertaken f o r purposes of 
enhancing the business of Newco and f o r other good and v a l i d 
business purposes o f Newco as described i n the proxy 
statement/prospectus o f Parent and the Company i n c l u d e d i n 
the R e g i s t r a t i o n Statement. 

20. Newco i s not a personal s e r v i c e c o r p o r a t i o n 
w i t h i n the meaning o f Section 269A of the Code. 

21. The undersigned i s au t h o r i z e d t o make a l l the 
re p r e s e n t a t i o n s set f o r t h h e r e i n on behal f of Newco. 

The undersigned acknowledges t h a t ( i ) the opinions 
t o be d e l i v e r e d pursuant t o Sections 7.02(d) and 7.03(d) o f 
the Exchange and Merger Agreement w i l l be based on the 
accuracy of the rep r e s e n t a t i o n s set f o r t h h e r e i n and on the 
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accuracy of the r e p r e s e n t a t i o n s and warranties and the 
s a t i s f a c t i o n of the covenants and o b l i g a t i o n s contained i n 
the Exchange and Merger Agreement and the v a r i o u s o t h e r 
documents r e l a t e d t h e r e t o , and ( i i ) such opinions w i l l be 
subject t o c e r t a i n l i m i t a t i o n s and q u a l i f i c a t i o n s i n c l u d i n g 
t h a t they may not be r e l i e d upon i f any such re p r e s e n t a t i o n s 
or warranties are not accurate or i f any such covenants or 
o b l i g a t i o n s are not s a t i s f i e d i n a l l m a t e r i a l respects. 

The undersigned acknowledges t h a t such opinions 
w i l l not address any t a x consequences of the Merger or any 
a c t i o n taken i n connection t h e r e w i t h except as expressly set 
f o r t h i n such op i n i o n s . 

Very t r u l y yours, 

NEWHOLDCO CORPORATION, 

by 

Name: Corbin A. McNeill 
T i t l e : Chairman of the Board, 

President, and Chief 
Executive O f f i c e r 
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EXHIBIT G 

[Letterhead of the Company] 

[Date] 

Jones, Day, Reavis & Pogue 
77 West Walker Drive 
Chicago, I l l i n o i s 60001 

Cravath, Swaine & Moore 
825 Eighth Avenue 
New York, New York 10019 

Ladies and Gentlemen: 

I n connection w i t h the opinions t o be d e l i v e r e d 
pursuant t o Sections 7.02(d) and 7.03(d) of the Amended and 
Restated Agreement and Plan o f Exchange and Merger (the 
"Exchange and Merger Agreement") dated as of September 22, 
1999, as amended and r e s t a t e d as of January 7, 2000, among 
PECO Energy, Company, a Pennsylvania c o r p o r a t i o n ("Parent"), 
Newholdco Corporation, a Pennsylvania c o r p o r a t i o n and a 
wholly owned s u b s i d i a r y of Parent ("Newco") and Unicom 
Corporation, an I l l i n o i s c o r p o r a t i o n (the "Company"), and i n 
connection w i t h the f i l i n g w i t h the S e c u r i t i e s and Exchange 
Commission (the "SEC") of the r e g i s t r a t i o n statement on Form 
S-4 (the " R e g i s t r a t i o n Statement"), which i n c l u d e s the proxy 
statement/prospectus o f Parent and the Company, each as 
amended and supplemented through the date hereof, the 
undersigned c e r t i f i e s and represents on behal f of the Company 
and as t o the Company, a f t e r due i n q u i r y and i n v e s t i g a t i o n , 
as f o l l o w s (any c a p i t a l i z e d term used but not d e f i n e d h e r e i n 
having the meaning given t o such term i n the Exchange and 
Merger Agreement): 

1. The Merger w i l l be consummated i n accordance 
w i t h the Exchange and Merger Agreement and as described i n 
the R e g i s t r a t i o n Statement. The f a c t s r e l a t i n g t o the Merger 
as described i n the R e g i s t r a t i o n Statement and the documents 
referenced i n the Resgistration Statement are, i n s o f a r as such 
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f a c t s r e l a t e t o the Company, t r u e , c o r r e c t and complete i n 
a l l m a t e r i a l respects. 

2. The formula set f o r t h i n the Exchange and 
Merger Agreement pursuant t o which each issued and 
outstanding share of common stock, no par value, o f the 
Company (the "Company Common Stock"} w i l l be converted i n t o 
common shares, no par value, of Newco (the "Newco Common 
Stock") and cash i s the r e s u l t of arm's l e n g t h b a r g a i n i n g . 
The aggregate f a i r market value of the Newco Common Stock and 
cash t o be received by each holder of Company Common Stock i n 
the Second Step Merger w i l l be approximately equal t o the 
f a i r market value of the Company Common Stock surrendered i n 
exchange t h e r e f o r . 

3. Cash payments, i f any, t o be made t o holders 
of Company Common Stock i n l i e u of f r a c t i o n a l shares of Newco 
Common Stock t h a t would otherwise be issued t o such holders 
i n the Second Step Merger w i l l be made f o r the purpose of 
saving Newco the expense and inconvenience of i s s u i n g and 
t r a n s f e r r i n g f r a c t i o n a l shares o f Newco Common Stock, and do 
not represent s e p a r a t e l y bargained f o r c o n s i d e r a t i o n . The 
t o t a l cash c o n s i d e r a t i o n t h a t w i l l be p a i d i n the Second Step 
Merger t o holders of Company Common Stock i n l i e u of 
f r a c t i o n a l shares of Newco Common Stock i s not expected t o 
exceed one percent of the t o t a l c o n s i d e r a t i o n t h a t w i l l be 
issued i n the Second Step Merger t o such holders i n exchange 
f o r t h e i r shares of Company Common Stock. 

4. ( i ) Except t o the ex t e n t s p e c i f i c a l l y 
contemplated under the Exchange and Merger Agreement, n e i t h e r 
the Company nor any c o r p o r a t i o n r e l a t e d t o the Company has 
acquired or has. any present p l a n o r i n t e n t i o n t o acquire, 
d i r e c t l y or i n d i r e c t l y , any Company Common Stock i n 
contemplation of the Merger, or otherwise as p a r t of a plan 
of which the Merger i s a p a r t . 

( i i ) For purposes o f t h i s r e p r e s e n t a t i o n 
l e t t e r , a c o r p o r a t i o n s h a l l be t r e a t e d as r e l a t e d t o the 
Company i f such c o r p o r a t i o n i s r e l a t e d t o the Company w i t h i n 
the meaning o f Treasury Regulation Section 1.368-1(e) (3) 
(determined w i t h o u t regard t o Treasury Regulation Section 
1 . 3 6 8 - l < e ) ( 3 ) ( i ) ( A ) ) . 

5. The Company has not made and does not have any 
present p l a n o r i n t e n t i o n t o make any d i s t r i b u t i o n s (other 
than dividends made i n the o r d i n a r y course of business) t o 
holders of Company Common Stock p r i o r t o , i n contemplation 
of, or otherwise i n connection w i t h , t h e Merger. 
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6. Newco, the Company and holders o f Company 
Common Stock w i l l each pay t h e i r r e s p e c t i v e expenses, i f any, 
in c u r r e d i n connection w i t h the Second Step Merger. The 
Company has not agreed t o assume, nor w i l l i t d i r e c t l y or 
i n d i r e c t l y assume, any expense or other l i a b i l i t y , whether 
f i x e d or contingent, o f any holder of Company Common Stock. 
Further, no l i a b i l i t i e s of any of the holders o f Company 
Common Stock w i l l be assumed by Newco, nor w i l l any o f the 
Company Common Stock acquired by Newco i n connection w i t h the 
Merger be subject t o any l i a b i l i t i e s . 

7. Any l i a b i l i t i e s of the Company t h a t w i l l be 
assumed by Newco pursuant t o the Merger, and any l i a b i l i t i e s 
t o which the assets o f the- Company t h a t w i l l be t r a n s f e r r e d 
t o Newco pursuant t o the Merger are s u b j e c t , were i n c u r r e d i n 
the o r d i n a r y course of business and are associated w i t h the 
assets of the Company. 

8. At the Merger E f f e c t i v e Time, the value of the 
Newco Common Stock issued t o the holders of Company Common 
Stock i n the Second Step Merger w i l l represent a t l e a s t 50% 
of the value of the t o t a l c o n s i d e r a t i o n issued t o such 
holders i n the Second Step Merger i n exchange f o r t h e i r 
shares of Company Common Stock. 

9. The Company i s not an investment company as 
defin e d i n Section 368 (a) (2) (F) ( i i i ) and ( i v ) o f the I n t e r n a l 
Revenue Code of 1986, as amended (the "Code"), Section 
351(e) (1) of the Code or Treasury Regulation S e c t i o n 1.351-
1 ( c ) ( 1 ) ( i i ) . 

10. The Company w i l l not take, and t o the best 
knowledge of the management of the Company t h e r e i s no 
present p l a n o r i n t e n t i o n by holders of Company Common Stock 
t o take, any p o s i t i o n on any Federal, s t a t e o r l o c a l income 
or f r a n c h i s e t a x r e t u r n , o r t o take any ot h e r t a x r e p o r t i n g 
p o s i t i o n , t h a t i s i n c o n s i s t e n t ( i ) w i t h the treatment of the 
Merger as t r a n s a c t i o n s described i n Section 351 o f the Code 
or ( i i ) w i t h the treatment o f the Second Step Merger as a 
re o r g a n i z a t i o n w i t h i n the meaning of Section 368(a) of the 
Code, i n each case unless otherwise r e q u i r e d by a 
"determination* 1 (as def i n e d i n Section 1313 (a) (1) o f the 
Code) or by a p p l i c a b l e s t a t e or l o c a l t a x law (and then o n l y 
t o the extent r e q u i r e d by such a p p l i c a b l e s t a t e o r l o c a l t a x 
law) . 

11. None of the compensation r e c e i v e d by any 
stockholder-employee of the Company i n respect o f periods 
ending on or p r i o r t o the Merger E f f e c t i v e Time represents 
separate c o n s i d e r a t i o n f o r any of h i s or her Company Common 
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Stock. None of the Newco Common Stock t h a t w i l l be received 
by any stockholder-employee of the Company i n the Merger 
represents separately bargained f o r c o n s i d e r a t i o n which i s 
a l l o c a b l e t o any employment agreement or arrangement. The 
compensation paid t o any stockholder-employees w i l l be f o r 
services a c t u a l l y rendered and w i l l be determined by 
barg a i n i n g a t arm's-length. 

12. There i s no i n t e r c o r p o r a t e indebtedness 
e x i s t i n g between Newco {or any of i t s s u b s i d i a r i e s , i n c l u d i n g 
Parent) and the Company (or any of i t s s u b s i d i a r i e s ) . 

13. The Company i s not under the j u r i s d i c t i o n of a 
cour t i n a T i t l e 11 or s i m i l a r case w i t h i n the meaning of 
Section 368(a)(3)(A) of the Code. 

14. No assets of the Company have been s o l d , 
t r a n s f e r r e d or otherwise disposed of which would prevent 
Newco or Newco1s " q u a l i f i e d group" of c o r p o r a t i o n s (as 
defin e d i n Treasury Regulation Section 1.368-1 (d) {4) ( i i ) } 
from c o n t i n u i n g the " h i s t o r i c business" of the 
Company or from using a s i g n i f i c a n t p o r t i o n of the " h i s t o r i c 
business assets" of the Company i n a business f o l l o w i n g the 
Merger (as such terms are def i n e d i n Treasury Regulation 
Section 1 . 3 6 8 - l ( d ) ) . 

15. At the Merger E f f e c t i v e Time, the f a i r market 
value of the assets of the Company t r a n s f e r r e d t o Newco 
pursuant t o the Second Step Merger w i l l exceed the sum of i t s 
l i a b i l i t i e s assumed by Newco pursuant t o the Second Step 
Merger, plus the amount of l i a b i l i t i e s , i f any, t o which such 
assets are su b j e c t . 

16. To the best knowledge o f the management of the 
Company, there i s no present p l a n o r i n t e n t i o n on the p a r t o f 
the holders of Company Common Stock t o s e l l , exchange or 
otherwise dispose o f , o r t o enter i n t o any c o n t r a c t o r other 
arrangement w i t h respect t o , any i n t e r e s t i n the shares of 
Newco Common Stock received i n the Second Step Merger i n 
exchange f o r such Company Common Stock such t h a t the former 
holders of Company Common Stock and the former holders of 
Parent Common Stock, i n the aggregate, would not own ( i ) 
Newco Common Stock having a t l e a s t 80% of the t o t a l combined 
v o t i n g power of a l l classes o f Newco stock e n t i t l e d t o vote 
and ( i i ) a t l e a s t 80% o f the t o t a l number of shares of each 
other class of Newco Stock. 

17. The Company w i l l not r e t a i n any r i g h t s i n the 
Company assets t r a n s f e r r e d t o Newco pursuant t o the Second 
Step Merger. 
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18. None of the stock of any Company Subsidiary 
being t r a n s f e r r e d i n . t h e Second Step Merger i s Section 3 06 
stock w i t h i n the meaning of Section 306(c) of the Code. 

19. Ne i t h e r the Company nor any Company Subsidiary 
has been a " d i s t r i b u t i n g c o r p o r a t i o n " or a " c o n t r o l l e d 
c o r p o r a t i o n " i n a d i s t r i b u t i o n of stock q u a l i f y i n g f o r t a x -
f r e e treatment under Section 355 o f the Code ( i ) a t any time 
d u r i n g the two-year p e r i o d p r i o r t o the date of the Exchange 
and Merger Agreement, ( i i ) a t any time d u r i n g the p e r i o d 
commencing on the date o f the Exchange and Merger Agreement 
and ending on the date hereof o r ( i i i ) which could otherwise 
c o n s t i t u t e p a r t o f a "plan" o r "series of r e l a t e d 
t r a n s a c t i o n s " ( w i t h i n the meaning of Section 355(e) of the 
Code) i n c o n j u n c t i o n w i t h and i n c l u d i n g the Merger. 

20. To the best knowledge of the management of the 
Company and t a k i n g i n t o account any issuance o f a d d i t i o n a l 
shares o f Newco Common Stock, any issuance of Newco Common 
Stock f o r s e r v i c e s , the exercise of any Newco stock r i g h t s , 
o p t i o n s , warrants or s u b s c r i p t i o n s , any p u b l i c o f f e r i n g s of 
Newco stock, and the sa l e , exchange, t r a n s f e r by g i f t o r 
oth e r d i s p o s i t i o n of any Newco Common Stock r e c e i v e d by 
holders o f Company Common Stock i n the Merger, the holders of 
Parent Common Stock and Company Common Stock w i l l 
c o l l e c t i v e l y be i n " c o n t r o l " of Newco immediately a f t e r the 
Merger. For purposes of t h i s r e p r e s e n t a t i o n l e t t e r , 
" c o n t r o l " s h a l l mean the ownership of ( i ) stock possessing a t 
l e a s t 80% o f the t o t a l combined v o t i n g power of a l l classes 
of Newco stock e n t i t l e d t o vote and ( i i ) at l e a s t 80% of the 
t o t a l number of shares of each o t h e r class of Newco stock. 

21. The Merger i s being undertaken f o r purposes o f 
enhancing the business o f the Company and f o r other good and 
v a l i d business purposes of the Company as described i n the 
proxy statement/prospectus of Parent and the Company i n c l u d e d 
i n t h e R e g i s t r a t i o n Statement. 

22. The Exchange and Merger Agreement, the 
R e g i s t r a t i o n Statement and the other documents described i n 
the R e g i s t r a t i o n Statement represent the e n t i r e understanding 
of t h e Company w i t h respect t o the Merger and the r e are no 
other w r i t t e n o r o r a l agreements regarding t he Merger. 

23. The undersigned i s au t h o r i z e d t o make a l l the 
re p r e s e n t a t i o n s set f o r t h h e r e i n on behal f of the Company. 

The undersigned acknowledges t h a t ( i ) the opinions 
t o be d e l i v e r e d pursuant t o Sections 7.02(d) and 7.03(d) o f 
the Exchange and Merger Agreement w i l l be based on the 
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accuracy o f the re p r e s e n t a t i o n s set f o r t h h e r e i n and on the 
accuracy of the r e p r e s e n t a t i o n s and warranties and the 
s a t i s f a c t i o n of the covenants and o b l i g a t i o n s contained i n 
the Exchange and Merger Agreement and the va r i o u s o t h e r 
documents r e l a t e d t h e r e t o , and ( i i ) such opinions w i l l be 
subject t o c e r t a i n l i m i t a t i o n s and q u a l i f i c a t i o n s i n c l u d i n g 
t h a t they may not be r e l i e d upon i f any such r e p r e s e n t a t i o n s 
or w a r r a n t i e s are not accurate or i f any of such covenants o r 
o b l i g a t i o n s are not s a t i s f i e d i n a l l m a t e r i a l respects. 

The undersigned acknowledges t h a t such opinions 
w i l l not address any t a x consequences of the Merger or any 
a c t i o n taken i n connection t h e r e w i t h except as expressly set 
f o r t h i n such op i n i o n s . 

Very t r u l y yours, 

UNICOM CORPORATION 

by 

Name : John W. Rowe 
T i t l e : Chairman o f the Board, 

President, and Chief 
Executive O f f i c e r 
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Icem 5. Other Events 
Amended Merger Agreement. On September 23, 1999, Unicom Corporation 

("Unicom") and PECO Energy Company ("PECO"}, issued a j o i n t press release 
announcing t h a t they, along w i t h a wh o l l y owned subsidiary- of PECO ("Exelon"), 
had entered i n t o "an Agreement and Plan of Exchange and Merger, dated as of 
September 22, 1999 (the "Merger Agreement"). On January 7, 2000, the Agreement 
and Plan of Exchange and Merger was amended and r e s t a t e d (the "Amended Merger 
Agreement") t o : (aj a c c e l e r a t e approximately $1.5 b i l l i o n of common stock 
repurchases of which Unicom intends t o repurchase approximately $1.0 b i l l i o n 
( i n a d d i t i o n t o the 26.3 m i l l i o n shares of Unicom common stock t h a t Unicom 
expects to repurchase no l a t e r than February 2000 under c e r t a i n forward 
purchase c o n t r a c t s ) , and PECO intends t o repurchase approximately $500 m i l l i o n 
( i n a d d i t i o n to the 44.0 m i l l i o n shares of PECO common stock t h a t was 
purchased i n 1999 wich proceeds from i t s 1999 s e c u r i t i z a t i o n of stranded 
coses) and {bl amend Che c o n s i d e r a t i o n Unicom common shareholders w i l l r e c e i v e 
i n the merger to c o n s i s t of 0.875 shares of Exelon common stock plus $3.00 i n 
cash per share of Unicom common stock. The dual cash e l e c t i o n a v a i l a b l e t o 
PECO and Unicom shareholders has been e l i m i n a t e d . The above d e s c r i p t i o n of the 
Amended Merger Agreement does not p u r p o r t to be complete and i s q u a l i f i e d i n 
i t s e n t i r e t y by reference t o the p r o v i s i o n s of the Amended Merger Agreement 
which i s being f i l e d w i t h the S e c u r i t i e s and Exchange Commission as an e x h i b i t 
to t h i s Current Report on Form 8-K. 

PECO i s f i l i n g t h i s Form 8-K to provide a d d i t i o n a l i n f o r m a t i o n about the 
t r a n s a c t i o n s contemplated by the Amended Merger Agreement before PECO 
commences repurchases of shares of i t s common stock. Nothing contained h e r e i n 
s h a l l be considered a s o l i c i t a t i o n of any proxy t o approve such t r a n s a c t i o n s . 

PECO expects t h a t i t w i l l commence share repurchases f o l l o w i n g the f i l i n g 
hereof and w i l l continue purchasing shares from time to time on the open 
market or through n e g o t i a t e d purchases. 

Item 7. F i n a n c i a l Statements and E x h i b i t s 
(b) Pro Forma F i n a n c i a l I n f o r m a t i o n 

Unaudited Pro Forma Combined Condensed F i n a n c i a l Statements. The f o l l o w i n g 
unaudited pro forma combined condensed f i n a n c i a l statements have been prepared 
to r e f l e c t the a c q u i s i t i o n of Unicom by PECO under the purchase method of 
accounting. The h i s t o r i c a l c o n s o l i d a t e d f i n a n c i a l statements of Unicom have 
been ad j u s t e d t o giv e e f f e c t t o the sa l e of ComEd's f o s s i l g e n e r a t i n g p l a n t s 
and the annualized e f f e c t s of Unicom's issuance of s e c u r i t i z a t i o n notes and 
r e l a t e d use of proceeds ("Unicom Pro Forma Adjustments"). ComEd completed the 
sale of i t s f o s s i l g e n e r a t i n g p l a n t s d u r i n g the f o u r t h q u a r t e r of 1999. The 
h i s t o r i c a l c o n s o l i d a t e d f i n a n c i a l statements of PECO have been a d j u s t e d t o 
give e f f e c t t o i t s use of the remaining proceeds from i t s s e c u r i t i z a t i o n of 
stranded costs ("PECO Pro Forma Adjustments"). The unaudited pro forma 
f i n a n c i a l statements do not gi v e e f f e c t t o the estimated cost savings and 
revenue enhancements as a r e s u l t of the merger or the costs t o achieve such 
savings and revenue enhancements or one-time merger-related costs. The Unicom 
and PECO Pro Forma Adjustments and the merger are r e f l e c t e d i n the unaudited 
combined condensed pro forma balance sheets as i f they occurred on September 
30, 1999. The unaudited pro forma combined condensed statements of income f o r 
the nine months ended September 30, 1999 and f o r the year ended December 31, 
1998 assume t h a t these t r a n s a c t i o n s were completed on January 1, 1998. 

The unaudited pro forma combined condensed f i n a n c i a l statements do not 
r e f l e c t p o t e n t i a l adjustments t o Unicorn's assets and l i a b i l i t i e s t o r e f l e c t 
f a i r value, as w i l l be r e q u i r e d upon consummation of the merger under purchase 
accounting. Such adjustments t o the book value of assets and l i a b i l i t i e s could 
be s i g n i f i c a n t , p a r t i c u l a r l y w i t h respect t o Unicorn's nuclear generating 
s t a t i o n s . The f a i r value of the nuclear g e n e r a t i n g s t a t i o n s i s expected t o be 
determined c o n s i d e r i n g , among other t h i n g s , independent a p p r a i s a l s or expected 
cash f l o w s . To the ex t e n t the f a i r value of Unicorn's nuclear g e n e r a t i n g 



stations i s ul t i m a t e l y determined to be less than the September 30, 1999 book' 
value of $6.9 b i l l i o n , additional goodwill and/or an i d e n t i f i a b l e intangible 
asset w i l l be recorded. 
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The f o l l o w i n g unaudited pro forma f i n a n c i a l statements should be read i n 
c o n j u n c t i o n w i t h the c o n s o l i d a t e d h i s t o r i c a l f i n a n c i a l statements and r e l a t e d 
notes of PECO and Unicom, which are i n c l u d e d i n t h e i r r e s p e c t i v e Annual Report 
on Form 10-K f o r the year ended December 31, 1998 and Q u a r t e r l y Reports on 
Form 10-Q f o r the q u a r t e r ended September 30, 1999. PECO has provided a l l the 
i n f o r m a t i o n i n c l u d e d i n t h i s Form 8-K regarding PECO and i t s s u b s i d i a r i e s . 
Unicom has provided a l l the i n f o r m a t i o n i n c l u d e d i n t h i s Form 8-K regarding 
Unicom and i t s s u b s i d i a r i e s . Neither PECO nor Unicom assumes any 
r e s p o n s i b i l i t y f o r the accuracy or completeness of the i n f o r m a t i o n provided by 
che other p a r t y . 

The f o l l o w i n g unaudited pro forma f i n a n c i a l statements are f o r i l l u s t r a t i v e 
purposes only. They are not n e c e s s a r i l y i n d i c a t i v e of the f i n a n c i a l p o s i t i o n 
or o p e r a t i n g r e s u l t s t h a t would have occurred had these t r a n s a c t i o n s been 
completed on January 1, 199 8 or September 30, 1999, as assumed above; nor i s 
the i n f o r m a t i o n n e c e s s a r i l y i n d i c a t i v e of f u t u r e f i n a n c i a l p o s i t i o n or 
ope r a t i n g r e s u l t s . 

Results of operations and f i n a n c i a l p o s i t i o n i n the f i r s t year a f t e r 
consummation could d i f f e r s i g n i f i c a n t l y from the unaudited pro forma combined 
condensed f i n a n c i a l statements, which are based on past o p e r a t i o n s . 

Future operations w i l l be a f f e c t e d by various f a c t o r s i n c l u d i n g o p e r a t i n g 
performance, energy market developments, and other matters. 

The h i s t o r i c a l f i n a n c i a l statements of PECO i n c l u d e d i n the accompanying 
pro forma combined condensed f i n a n c i a l statements f o r the nine months ended 
September 30, 1999 are unaudited. The December 31, 1998 h i s t o r i c a l f i n a n c i a l 
statements of PECO and Unicom and the September 30, 1999 h i s t o r i c a l f i n a n c i a l 
statements of Unicom were d e r i v e d from a u d i t e d f i n a n c i a l statements but do not 
i n c l u d e a l l d i s c l o s u r e s r e q u i r e d by GAAP. 

Forward-looking statements. Except f o r h i s t o r i c a l data, t h e i n f o r m a t i o n 
contained i n t h i s Form 8-K c o n s t i t u t e s f o r w a r d - l o o k i n g statements. Forward-
l o o k i n g statements are i n h e r e n t l y u n c e r t a i n and subject t o r i s k s and the 
statements should be viewed w i t h c a u t i o n . A c t u a l r e s u i t s or experience could 
d i f f e r m a t e r i a l l y from the f o r w a r d - l o o k i n g statements as a r e s u l t of many 
f a c t o r s , i n c l u d i n g w i t h o u t l i m i t a t i o n , those f a c t o r s discussed below or 
elsewhere i n t h i s Form 8-K. 

The f o r w a r d - l o o k i n g statements i n t h i s Form 8-K i n c l u d e the statements 
regarding the estimated number of shares of Unicom common stock t o be 
purchased by Unicom under the terms of the Amended Merger Agreement; the 
estimated number of shares of PECO common stock expected t o be purchased under 
the terms of the Amended Merger Agreement;. the expected source of funds 
necessary t o provide the cash c o n s i d e r a t i o n i n the merger and t o acquire 
Unicom and PECO common stock p r i o r t o the c l o s i n g of the merger. 

These f o r w a r d - l o o k i n g statements are s u b j e c t t o numerous assumptions, r i s k s 
and u n c e r t a i n t i e s . Factors t h a t may cause a c t u a l r e s u l t s t o d i f f e r from those 
i n d i c a t e d by such f o r w a r d - l o o k i n g statements i n c l u d e , among ot h e r s , the 
f o l l o w i n g : 

. The f a c t t h a t these f o r w a r d - l o o k i n g statements are based on i n f o r m a t i o n 
of a p r e l i m i n a r y nature which may be su b j e c t to f u r t h e r and c o n t i n u i n g 
review and adjustment, 

. The r i s k of l e g i s l a t i v e , ' r e g u l a t o r y or other governmental a c t i o n seeking 
to impose a d d i t i o n a l r e s t r i c t i o n s on the operations of Unicom or PECO or 
Exelon or to increase the burden of necessary r e g u l a t o r y approvals f o r 
the merger, or the i m p o s i t i o n of unfavorable terms as a c o n d i t i o n of 
approval of the merger, 

. The r i s k of a s i g n i f i c a n t delay i n the expected completion of, and 
unexpected consequences r e s u l t i n g from the merger, i n c l u d i n g the 
i n a b i l i t y t o close the t r a n s a c t i o n or unexpected d i f f i c u l t i e s i n 



i n t e g r a t i n g the operations of the two companies, 
. Changes i n the number of shares of outstanding common stock of Unicom and 
PECO f o r reasons not foreseen a t the date hereof, 

3 

. Changes i n the amount of proceeds received by the companies from asset 
sales, s e c u r i t i z a t i o n t r a n s a c t i o n s or other f a c t o r s a f f e c t i n g the amount 
and t i m i n g of r e c e i p t of a v a i l a b l e funds t o provide the cash 
c o n s i d e r a t i o n f o r the merger or share repurchases, 

. Future s t a t e and f e d e r a l r e g u l a t o r y and/or l e g i s l a t i v e i n i t i a t i v e s , 

. The development of co m p e t i t i o n i n the u t i l i t y i n d u s t r y , i n c l u d i n g ; 
l e g i s l a t i v e and r e g u l a t o r y r e s t r u c t u r i n g i n i t i a t i v e s , i n d u s t r y 
r e s t r u c t u r i n g i n i t i a t i v e s , t r a n s m i s s i o n system o p e r a t i o n , recovery of 
investments made under t r a d i t i o n a l r e g u l a t i o n , nature of competitors 
e n t e r i n g the i n d u s t r y , r e t a i l wheeling, new p r i c i n g s t r u c t u r e s and former 
customers e n t e r i n g the gene r a t i o n market, 

. Economic c o n d i t i o n s , i n c l u d i n g i n f l a t i o n r a t e s , g e n e r a l l y and i n the 
markets served by PECO and Unicom, 

. Trade, monetary, f i s c a l , t a x a t i o n and environmental p o l i c i e s of 
governments, agencies and s i m i l a r o r g a n i z a t i o n s i n geographic areas where 
PECO or Unicom has a f i n a n c i a l i n t e r e s t , 

. F i n a n c i a l or r e g u l a t o r y accounting p r i n c i p l e s or p o l i c i e s imposed by the 
F i n a n c i a l Accounting Standards Board, the S e c u r i t i e s and Exchange 
Commission, the Federal Energy Regulatory Commission, the Nuclear 
Regulatory Commission and s i m i l a r agencies w i t h r e g u l a t o r y o v e r s i g h t , 

. Factors a f f e c t i n g u t i l i t y and n o n u t i l i t y operations such as unusual 
weather c o n d i t i o n s , c a t a s t r o p h i c w e a t h e r - r e l a t e d damage, unscheduled 
generation outages, maintenance or r e p a i r s , u n a n t i c i p a t e d changes t o 
f o s s i l f u e l , nuclear f u e l or gas supply costs or a v a i l a b i l i t y due t o 
higher demand, shortages, t r a n s p o r t a t i o n problems or other developments, 
nuclear or environmental i n c i d e n t s , or e l e c t r i c t r a n s m i s s i o n or gas 
p i p e l i n e system c o n s t r a i n t s , a l l of which may a f f e c t revenues and 
margins, 

. Employee workforce f a c t o r s , i n c l u d i n g l oss or r e t i r e m e n t of key 
executives, c o l l e c t i v e b a r g a i n i n g agreements w i t h union employees, union 
o r g a n i z i n g a c t i v i t i e s or work stoppages, 

. Nuclear p l a n t o p e r a t i n g r i s k s and nuclear r e g u l a t o r y p o l i c i e s and 
procedures, i n c l u d i n g nuclear decommissioning costs and r e l a t e d funding 
requirements, o p e r a t i n g r e g u l a t i o n s and spent nuclear f u e l storage, 

. Cost and other e f f e c t s of l e g a l and a d m i n i s t r a t i v e proceedings, 
s e t t l e m e n t s , i n v e s t i g a t i o n s and claims, 

. Technology developments r e s u l t i n g i n c o m p e t i t i v e disadvantages and 
c r e a t i n g the p o t e n t i a l f o r impairment of e x i s t i n g assets, 

. Factors associated w i t h unregulated investments, i n c l u d i n g government 
a c t i o n s , economic r i s k s , p a r t n e r s h i p a c t i o n s , c o m p e t i t i o n , o p e r a t i n g 
r i s k s , dependence on c e r t a i n s u p p l i e r s and customers, and environmental 
and energy r e g u l a t i o n s , and 

. Changes i n the number of shares of 'common stock of Unicom and PECO t h a t 
w i l l be repurchased p r i o r t o completion of the merger caused by changing 
market p r i c e s f o r those shares or other f a c t o r s . 

Unicom and PECO make no commitment to d i s c l o s e any r e v i s i o n s t o the 
for w a r d - l o o k i n g statements, or any f a c t s , events or circumstances a f t e r the 
date hereof t h a t may bear upon the f o r w a r d - l o o k i n g statements. 



UNAUDITED PRO FORMA CONDENSED STATEMENT OF INCOME 
( M i l l i o n s Except Per Share Data) 

FOR THE NINE MONTH PERIOD ENDED SEPTEMBER 30, 1999 

PECO PECO 
PECO S e c u r i t i z a t i o n P r i o r to 
As ProForma Merger 

F i l e d Adjustments(1) ProForma 

Operating Revenues 
E l e c t r i c $3, 826 
Gas 357 

T o t a l Operating Revenues $4,183 

Operating Expenses 
Fuel and Energy Interchange $1,739 
Operation and Maintenance 964 
Depre c i a t i o n and A m o r t i z a t i o n 171 
Taxes Other Than Income Taxes 196 

T o t a l Operating Expenses $3,070 

Operating Income $1,113 

Other Income and Deductions 
I n t e r e s t Expense $ (296) 
Other, net (69) 

T o t a l Other Income and Deductions $ (365) 

Income Before Income Taxes and E x t r a o r d i n a r y 
Item 

Income Tax Expense 
$ 748 

278 

Income Before E x t r a o r d i n a r y Item $ 470 

Pre f e r r e d Stock Dividends $ 10 

Income Before E x t r a o r d i n a r y Item per Share $ 2.30 

Income Before E x t r a o r d i n a r y Item per Share-
D i l u t e d $ 2.28 

Average Basic Shares Outstanding 200.5 

Average D i l u t e d -Shares Outstanding 202.0 

$ --

5 "7 

$ --

$ — 

$ --

$ (17) 
12 

$ (5) 

$ (5) 
(2) 

$ (3) 

$ (2) 

$3,826 
357 

$4,183 

$1,739 
964 
171 
196 

$3,070 

$1,113 

$ (313} 
(57) 

$ (370) 

$ 743 
276 

$ 467 

? 8 



UNAUDITED PRO FORMA CONDENSED STATEMENT OF INCOME 
( M i l l i o n s Except Per Share Data) 

FOR THE NINE MONTH PERIOD ENDED. SEPTEMBER 30, 1999 

UNICOM UNICOM UNICOM 
UNICOM F o s s i l Sale S e c u r i t i z a t i o n P r i o r t o 

As ProForma ProForma Merger 
F i l e d Adjustments(3) Adjustments(4) ProForma 

Operating Revenues 
E l e c t r i c $5, 308 $ — 

T o t a l Operating Revenues.... $5,308 $ --

Operating Expenses 
Fuel and Energy Interchange... $1,216 $ 258 
Operation and Maintenance 1,788 (183) 
Depre c i a t i o n and A m o r t i z a t i o n . 700 (57) 
Taxes Other Than Income Taxes. 407 (14) 

T o t a l Operating Expenses.... $4,111 $ 4 

Operating Income.' $1,197 $ (4) 

Other Income and Deductions 

I n t e r e s t Expense $ (426) $ --
Pref e r r e d and Preference Stock 
Dividends (42) 

Other, net 52 

T o t a l Other Income and 
Deductions $ (416) $ — 

Income Before Income Taxes and 
Ex t r a o r d i n a r y Item $ 781 $ (4) 

Income Tax Expense 285 

Income Before E x t r a o r d i n a r y 
Item $ 496 $ (4) 

Income Before E x t r a o r d i n a r y i t e m 
per Share. $ 2.29 

Income Before E x t r a o r d i n a r y Item 
per Share--Diluted $ 2.28 

Average Basic Shares 
Outstanding 217 . 2 

Average D i l u t e d Shares 
Outstanding 218.1 

$ — 

$--

$ — 

43 

$ 43 

$ (43) 

$ 24 

10 
3 

$ 37 

$ (6) 
(6) 

$ — 

$5,308 

$5,308 

$1,474 
1, 605 

636 
393 

$4,158 

$1,150 

$ (402) 

(32) 
55 

$ (379) 

$ 771 
279 

$ 492 



UNAUDITED PRO FORMA COMBINED CONDENSED STATEMENT OF INCOME 
( M i l l i o n s Except Per Share Data) 

FOR THE NINE MONTH PERIOD ENDED SEPTEMBER 30, 1999 

PECO UNICOM 
P r i o r to P r i o r to Merger 
Merger Merger ProForma 

ProForma ProForma Adjustments 
Exelon 

ProForma 

Operating Revenues 
' E l e c t r i c S3, 82 6 $5,308 $(47) (8) $9,087 
Gas 357 — — 357 

T o t a l Operating Revenues $4,183 $5,308 $(47) $9,444 

Operating Expenses 
Fuel and Energy Interchange $1,739 $1,474 $(47) (8) $3,166 
Operation and Maintenance 964 1, 605 — 2, 569 
De p r e c i a t i o n and A m o r t i z a t i o n 171 686 (43) (7) 814 
Goodwill A m o r t i z a t i o n -- — 46 (9) 46 
Taxes Other Than Income Taxes 196 393 — 589 

T o t a l Operating Expenses $3, 070 $4,158 $(44) $7,184 

Operating Income $1, 113 $1, 150 $ (3) $2,260 

Other Income and Deductions 

I n t e r e s t Expense $ (313) $ (402) $(27) (11) $ (742) 
Pre f e r r e d and Preference Stock / 

Dividends -- (32) (15) (10) (47) 
Other, net (57) -55 $ 7 (10) 5 

T o t a l Other Income and 
Deductions $ (370) $ (379) $(35) $ (784) 

Income Before Income Taxes and 
Ex t r a o r d i n a r y Item $ 743 $ 771 $(38) $1,476 

Income Tax Expense 276 279 6 561 

Income Before E x t r a o r d i n a r y Item $ 467 $ 492 $(44) $ 915 

Pref e r r e d Stock Dividends $ 8 $ — . $ (8) (10) $ — 

Income Before E x t r a o r d i n a r y Item per 
Share $ 2.92 

Income Before E x t r a o r d i n a r y Item per 
S h a r e — D i l u t e d $ 2.90 

Average Basic Shares Outstanding 313.5(6) 

Average D i l u t e d Shares Outstanding... 315.9 



UNAUDITED PROFORMA CONDENSED STATEMENT OF INCOME 
( M i l l i o n s Except Per Share Data) 

FOR THE YEAR ENDED DECEMBER 31, 1998 

PECO PECO 
PECO S e c u r i t i z a t i o n P r i o r t o 
As ProForma Merger 

F i l e d Adjustments(1} ProForma 

Operating Revenues 
E l e c t r i c $4,811 
Gas • 399 

T o t a l Operating Revenues $5,210 

Operating. Expenses 
Fuel and Energy Interchange $1,752 
Operation and Maintenance 1,253 
Depreciation and A m o r t i z a t i o n 643 
Taxes Other Than Income Taxes 279 

T o t a l Operating Expenses... $3,927 

Operating Income $1,283 

Other Income and Deductions 
I n t e r e s t Expense $ (331) 
Other, net (100) 

T o t a l Other Income Etnd Deductions $ (431) 

Income Before Income Taxes and E x t r a o r d i n a r y 
Item 

Income Tax Expense. 
$ 852 

320 

Income Before E x t r a o r d i n a r y Item $ 532 

Pre f e r r e d Stock Dividends $ 13 

Income Before E x t r a o r d i n a r y Item per Share...... $ 2.33 

Income Before E x t r a o r d i n a r y Item per Share--
D i l u t e d $ 2.32 

Average Basic Shares Outstanding 223.2 

Average D i l u t e d Shares Outstanding 223.9 

$ — 

$ — 

$ — 

S — 

$ --

$ (108) 
20 

$ (88) 

$ (88) 
(35) 

$ (53) 

$ (2) 

$4,811 
399 

$5,210 

$1,752 
1, 253 

643 
279 

$3,927 

$1,283 

$ (439) 
(80) 

$ (519) 

$ 764 
285 

$ 479 

$ 11 



UNAUDITED PROFORMA CONDENSED STATEMENT OF INCOME 
( M i l l i o n s Except Per Share Data) 

FOR THE YEAR ENDED DECEMBER 31, 1998 

UNICOM UNICOM 
UNICOM UNICOM F o s s i l S e c u r i t i z a t i o n P r i o r t o 

As Sale ProForma ProForma Merger 
F i l e d Adjustments(3) Adjustments(4) ProForma 

Operaring Revenues 
E l e c t r i c $7,151 $ --

Tocal Operating Revenues .... $7,151 $ --

Operating Expenses 
Fuel and Energy Interchange... $1,888 $ 168 
Operation and Maintenance 2, 286 (254) 
Depreciation and A m o r t i z a t i o n . 943 148 
Taxes Other Than Income Taxes. 700 (21) 

To t a l Operating Expenses.... $5,817 $ 41 

Operating Income $1,334 $ (41) 

Other Income and Deductions 

I n t e r e s t Expense $ (464) $--
Pref e r r e d and Preference Stock 
Dividends ( 87 ) 

Other, net 4 9 

T o t a l Other Income and 
Deductions $ (502) $ — 

Income Before Income Taxes and 
Ex t r a o r d i n a r y Item $ 832 $ (41) 

Income Tax Expense 322 (41) 

Income Before E x t r a o r d i n a r y 
Item $ 510 $ — 

Income Before E x t r a o r d i n a r y Item 
per Share $ 2.35 

Income Before E x t r a o r d i n a r y Itern 
per Share — D i l u t e d $ 2.34 

Average Basic Shares 
Outstanding 216.9 

Average D i l u t e d Shares 
Outstanding 217 . 7 

$ — 

$ — 

$ — 

8 

$ 8 

$ (8) 

$ (63) 

74 
4 

$ 15 

$ 7 
(26) 

$ 33 

$7,151 

$7,151 

$2,056 
2,032 
1, 099 

679 

$5,866 

$1,285 

$ (527) 

(13) 
53 

$ (487) 

$ 798 
255 

543 



UNAUDITED PROFORMA COMBINED CONDENSED STATEMENT OF INCOME 
( M i l l i o n s Except Per Share Data) 

FOR THE YEAR ENDED DECEMBER 31, 1998 

PECO UNICOM 
P r i o r to P r i o r t o Merger 
Merger Merger ProForma 
ProForma ProForma Adjustments 

Exelon 
ProForma 

Operating Revenues 
E l e c t r i c . 

Gas 

T o t a l Operating Revenues 

Operating Expenses 

Fuel and Energy Interchange 
Operation and Maintenance 
Depr e c i a t i o n and A m o r t i z a t i o n . . . . 
Goodwill A m o r t i z a t i o n 
Taxes Other Than Income Taxes.... 

T o t a l Operating Expenses 

Operating Income 

Other Income and Deductions 

I n t e r e s t Expense 
P r e f e r r e d and Preference Stock 
Dividends 

Other, net 
T o t a l Other Income and 
Deductions 

Income Before Income Taxes and 
Ex t r a o r d i n a r y Item 

Income Tax Expense 

Income Before E x t r a o r d i n a r y Item... 

P r e f e r r e d Stock Dividends 

Income Before E x t r a o r d i n a r y Item 
per Share. 

Income- Before E x t r a o r d i n a r y Item 
per Share — D i l u t e d 

Average Basic Shares Outstanding... 

Average D i l u t e d Shares Outstanding. 

$4,811 
399 

$5,210 

$1,752 
1,253 

643 

279 

$3,927 

$1,283 

(80) 

$7,151 

$7,151 

$2,056 
2, 032 
1, 099 

679 

$5,866 

$1,285 

$ (439) $ (527) 

(13) 
53 

$ (519) $ (487} 

$ 764 $ 798 
285 255 

$ 479 $ 543 

$ 11 $ — 

$ (64}(8) $11,898 
399 

$ (64 

61 (9' 

$ (206) 

$ 142 

$12,297 

$ (64} (8) $ 3,744 
3,285 

(203)(7) 1,539 
61 

958 

$ 9,587 

$ 2,710 

$ (36) (11) $ (1,002) 

(22) (10) 
11 (10) 

(35) 
(16) 

$ (47) $ ( 1 , 053) 

$ 9 5 • $ 1,657 
66 606 

$ 2 9 $ 1,051 

$ (11)(10) $ 

$ 3.35 

$ 3.34 

313.5 (6) 

314 . 9 

10 



UNAUDITED PROFORMA CONDENSED BALANCE SHEET 
(In M i l l i o n s ) 

AS OF SEPTEMBER 30, 1999 

ASSETS 

U t i l i t y Plant 
Plant 
Accumulated P r o v i s i o n f o r D e p r e c i a t i o n 

PECO As 
F i l e d 

PECO PECO 
S e c u r i t i z a t i o n P r i o r to 

ProForma Merger 
Adjustments(1) ProForma 

Nuclear Fuel, net 

Current Assets 
Cash and Temporary Cash Investments 
Accounts Receivable, net 
I n v e n t o r i e s , a t average cost. ...... 
Other Current Assets 

Deferred Debits and Other Assets 
Regulatory Assets 
Investments and Other Property, net 
Other 

TOTAL. 

CAPITALIZATION AND LIABILITIES 

C a p i t a l i z a t i o n 
Corrtfnon Stock E q u i t y , 
P r e f e r r e d and Preference Stock 
Company Oblig a t e d M a n d a t o r i l y Redeemable P r e f e r r e d 
S e c u r i t i e s 

Long-Term Debt 

Current L i a b i l i t i e s 
Notes Payable, Bank 
Accounts Payable 
Other Current L i a b i l i t i e s 

Deferred C r e d i t s and Other L i a b i l i t i e s 
Deferred Income Taxes 
Unamortized Investment Tax C r e d i t s . . 
Other 

TOTAL. 

$ 7,623 
3, 063 

$ 4,560 
286 

S 4,846 

S 642 
632 
181 
71 

$ 1,526 

$ 6,056 
605 
131 

S 6,792 

$13,164 

$ 1,873 
194 

128 
6, 051 

$ 8,246 

$ 122 
37 3 
683 

$ 1,178 

$ 2,383 
289 

1, 068 

$ 3,740 

$13,164 

$ — 

$ --

$ — 

$ (320) 

$ (320) 

$ — 

$ --

$ (320) 

$ (198) 

$ (198) 

$(122) 

$ (122) 

$ — 

$ — 

$(320) 

$ 7,62 3 
3, 063 

$ 4,560 
286 

$ 4,846 

$ " 322 
632 
181 
71 

$ 1,206 

$ 6,056 
605 
131 

$ 6,792 

$12,844 

$ 1,675 
194 

128 
6, 051 

$ 8,04 8 

373 
683 

$ 1,056 

$ 2,383 
289 

1, 068 

$ 3,740 

$12,844 



UNAUDITED PRO FORMA CONDENSED BALANCE SHEET 
( M i l l i o n s ) 

AS OF SEPTEMBER 30, 1999 
UNICOM UNICOM F o s s i l 

As Sale ProForma 
F i l e d Adjustments(2) ASSETS 

UNICOM UNICOM 
S e c u r i t i z a t i o n P r i o r t o 

ProForma Merger 
Adjustments(4) ProForma 

U t i l i t y Plant 
Plant $23,501 
Accumulated P r o v i s i o n f o r 
Depr e c i a t i o n 

Nuclear Fuel, net 

Current Assets 
Cash and Temporary Cash Investments. 
Accounts Receivable, net 
I n v e n t o r i e s , a t average cost 
Other Current Assets 

15,750 

$12,751 
364 

$13,615 

$ 689 
2,072 

374 
68 

$ 3,203 

Deferred Debits and Other Assets 
Regulatory Assets $ 4,474 
investments and Other Property, net. 2,693 
Other 113 

$ 7,280 

TOTAL $24 , 098 

CAPITALIZATION AND LIABILITIES 

C a p i t a l i z a t i o n 
Common Stock Equity $ 5,296 
p r e f e r r e d and Preference Stock 2 
Company Obligated M a n d a t o r i l y 
Redeemable P r e f e r r e d S e c u r i t i e s . . . . 350 

Long-Term Debt 7,196 

$ (3, 645) 

(2,152) 

$(1,493) 

$ (1, 493) 

$ 4,632 

(138) 

$ 4,494 

$ (2,756) 

(59) 

$ (2,815) 

$ 186 

$• (464) 
(671) 

$ (1,135) 

$ 

$ 

$(1,135) 

$ (995) 

(140) 

$24,856 

13,598 

$11,258 
864 

$12,122• 

$ 4,857 
1,401 

236 
68 

$ 6,5 62 

$ 1,718 
2, 693 

54 

$ 4,465 

$23,149 

$ 4,301 
2 

350 
7, 056 

$12,844 $ -- $ (1,135) $11,709 

Current L i a b i l i t i e s 
Notes Payable, Bank $ 449 $ — $ $ 449 
Accounts Payable 499 -- -- 499 

2, 004 1, 409 — 3, 413 

$ 2, 952 1, 409 $ $ 4, 361 

Deferred C r e d i t s and Other L i a b i l i t i e s 
$ 3, 720 5 1,239) $ s 2,481 

Unamortized Investment Tax C r e d i t s . . 535 (45) -- 490 
Nuclear Decommissioning Liab. For 

1, 267 -- 1, 267 
2, 780 61 2, 841 

$ 3, 302 $ 1,223) $ $ 7, 079 

TOTAL $24,098 ? 186 $ (1,135) $23,149 



UNAUDITED PROFORMA COMBINED CONDENSED BALANCE SHEET 
( I n M i l l i o n s ) 

AS OF SEPTEMBER 30, 1999 
PECO UNICOM 

P r i o r co P r i o r Co Merger 
Merger Merger ProForma 

ASSETS ProForma ProForma Adjustments 

U t i l i t y Plant 
Plant $ 7,623 
Accumulated P r o v i s i o n f o r D e p r e c i a t i o n . . . -3,063 

Nuclear Fuel, net 
$ 4,560 

286 

$24,856 
13,598 

$11,258 
864 

$ 4,846 $12,122 

Current Assets 
Cash and Temporary Cash Investments $ 322 $ 4,857 

Accounts Receivable, n e t . . . . 
I n v e n t o r i e s , a t average cost 
Other Current Assets 

632 
181 
71 

1, 401 
236 
68 

$ 1,206 $ 6,562 

Deferred Debits and Other Assets 
Regulatory Assets $ 6,056 
Goodwill 
Investments and Other Property, net 605 
Other 131 

$ 6,792 

TOTAL $12,844 

CAPITALIZATION AND LIABILITIES 

C a p i t a l i z a t i o n 
Common Stock Equity $ 1,675 

$ 1,718 

2, 693 
54 

$ 4,465 

$23,149 

$ 4,301 

Pref e r r e d and Preference Stock 
Company Ob l i g a t e d M a n d a t o r i l y Redeemable 
P r e f e r r e d S e c u r i t i e s 

Long-Term Debt ' 

194 

128 
6, 051 

$ 8,048 

Current L i a b i l i t i e s 
Notes Payable, Bank $ 
Accounts Payable 
Other Current L i a b i l i t i e s 

373 
683 

350 
7, 056 

$11,709 

$ 449 
499 

3, 413 

$ 1,056 $ 4,361 

Deferred C r e d i t s and Other L i a b i l i t i e s 
Deferred Income Taxes $ 2, 383 $ 2,481 
Unamortized Investment Tax Cr e d i t s 289 490 
Nuclear Decommissioning Liab. For R e t i r e d 
Plants — 1,267 

Other 1, 068 2, 841 

$ (13, 598) (7) 
(13,598)(7) 

(300)(5) 
(1,000)(11) 

$ (1,300) 

$ 

2,432 (7) 

$ 2,432 

$ 1,132 

(500) (5) 
(500) (11) 

( 1 , 000) (11) 
2,432 (7) 

500 (11) 

$ 932-

$ " 200 (5) 

200 

Exelon 
ProForma 
Balance 

$18,881 
3, 063 

$15,818 
1, 150 

$16,968 

$ 3,879 
2, 033 

417 
139 

$ 6,468 

$ 7,774 
2, 432 
3,298 

135 

$13,689 

$37,125 

$ 6,408 
196 

478 
13,607 

$20,689 

$ 649 
872 

4, 096 

$ 5,617 

$ 4,364 
779 

1,2-61 
3, 909 



5 3,740 S 7,079 S — $10,819 

TOTAL $12,844 $23,149 $ 1,132 $37,125 
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NOTES TO UNAUDITED PRO FORMA COMBINED CONDENSED FINANCIAL STATEMENTS 

1, Represents the use of the remaining proceeds from the s e c u r i t i z a t i o n of 
stranded costs as f o l l o w s : (a) repurchased approximately 5.3 m i l l i o n shares of 
PECO common stock a t a cost of $198 m i l l i o n i n October and November 1999 and 
(b) r e p a i d $122 m i l l i o n of s h o r t - t e r m debt i n October and December 1999. 

The e f f e c t s of the use of proceeds on the pro forma combined condensed 
statements of income were as f o l l o w s : 

Nine Months Ended Year Ended 
September 30, 1999December 31,1998 

T r a n s i t i o n Bond I n t e r e s t Expense 
I n t e r e s t Savings Associated w i t h Higher Cost 
Debt t h a t was Repurchased 

T r a n s i t i o n Bond I n t e r e s t Expense Included i n 
H i s t o r i c a l I n t e r e s t Expense 

I n t e r e s t Savings Included i n H i s t o r i c a l I n t e r e s t 
Expense 

PECO Ob l i g a t e d M a n d a t o r i l y Redeemable P r e f e r r e d 
S e c u r i t i e s ($221 m i l l i o n @ 91) 

I n t e r e s t Savings In c l u d e d i n H i s t o r i c a l 
F i n a n c i a l Statements 

P r e f e r r e d Stock Dividends ($37 m i l l i o n @ 6.121). 

( i n m i l l i o n s 
$180 

(92) 

(130) 

59 

$ 17 

$ (15) 

3 

$(12) 

$ (2) 

$ 240 

(132) 

$ 108 

$ (20) 

$ (20) 

(2) 

2. R e f l e c t s the accounting impacts r e l a t e d t o the December 1999 sale of the 
f o s s i l g enerating p l a n t s . The sale i s expected t o r e s u l t i n an a f t e r - t a x gain 
of approximately $1.6 b i l l i o n , a f t e r s e t t l i n g commitments associated w i t h 
c e r t a i n coal c o n t r a c t s ($350 m i l l i o n ) , r e c o g n i t i o n of employee severance costs 
($112 m i l l i o n ) and funding c e r t a i n environmental i n i t i a t i v e s as r e q u i r e d by 
I l l i n o i s law upon the c l o s i n g of the sale ($250 m i l l i o n ) . 

The employee r e l a t e d costs r e f l e c t ' employee severance costs associated w i t h 
s e l l i n g the f o s s i l g enerating p l a n t s . Such costs i n c l u d e c e r t a i n pension and 
po s t - r e t i r e m e n t w e l f a r e b e n e f i t s , t r a n s i t i o n allowances and r e t e n t i o n payments 
o f f e r e d to employees whose p o s i t i o n s were e l i m i n a t e d as of the date of the 
asset sale i n December 1999. 

The gain on the sale was u t i l i z e d t o recover c e r t a i n r e g u l a t o r y assets and, 
as a r e s u l t , the s a l e i s not expected to have a s i g n i f i c a n t impact on Unicom 
net income i n 1999. Both the a m o r t i z a t i o n of r e g u l a t o r y assets and the gain on 
the f o s s i l sale are r e f l e c t e d on the d e p r e c i a t i o n and a m o r t i z a t i o n l i n e of the 
pro forma income statement. 

3. R e f l e c t s the c o n t i n u i n g impact of the sale of ComEd's f o s s i l g enerating 
p l a n t s : 

. Fuel and Energy Interchange: R e f l e c t s the e l i m i n a t i o n of f o s s i l f u e l 
expense and the replacement impact of purchasing power under the power 
purchase agreements entered i n t o w i t h the purchaser of the f o s s i l assets 
at the time of the f o s s i l s ale, as provided below: 

Nine Months Ended Year Ended 
September 30, 1999 December 31, 1998 

[ i n m i l l i o n s 
F o s s i l Fuel Expense 
Energy Interchange Expense 

$(509) 
7 67 

$(768) 
936 



Tocal $ 258 $ 168 

Operation and Maintenance: Reflects the elimination of the f o s s i l 
generating plants operation and maintenance expenses. 
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Notes to Unaudited Pro Forma Combined Condensed F i n a n c i a l Statements--
(Continued) 

. D e p r e c i a t i o n and A m o r t i z a t i o n : For the year ended December 31, 1998, 
d e p r e c i a t i o n and a m o r t i z a t i o n expense in c l u d e s the f o l l o w i n g amounts ( i n 
m i l l i o n s ) : 

F o s s i l Sale Tr a n s a c t i o n : 
A m o r t i z a t i o n of Regulation Assets S 2,756 
A m o r t i z a t i o n of Regulatory L i a b i l i t i e s . . . . (2,713) 

Continuing Impacts: 
E l i m i n a t i o n of F o s s i l Plant D e p r e c i a t i o n (91) 
A d d i t i o n a l A m o r t i z a t i o n of RegulaCory Assets 196 

T o t a l $ 148 

Am o r t i z a t i o n of r e g u l a t o r y l i a b i l i t i e s represents the a p p l i c a t i o n of the 
gain on the sale of the f o s s i l p l a n t s t o recover r e g u l a t o r y assets. The 
t o t a l pre-tax gain on the f o s s i l sale used to recover r e g u l a t o r y assets 
i s $2,756 m i l l i o n , which i n c l u d e s $43 m i l l i o n of Investment Tax C r e d i t 
(ITC) a m o r t i z a t i o n r e l a t e d t o f o s s i l p l a n t . The a m o r t i z a t i o n of ITC's i s 
r e f l e c t e d i n income taxes. The Unicom F o s s i l Sale Pro forma adjustments 
i n c l u d e increased r e g u l a t o r y asset a m o r t i z a t i o n because those adjustments 
on a p r i o r - t o - m e r g e r , pro forma basis would r e s u l t i n ComEd1s earnings 
exceeding the earnings cap p r o v i s i o n of the I l l i n o i s P u b l i c U t i l i t i e s 
Act. 

For the nine-month p e r i o d ended September 30, 1999, d e p r e c i a t i o n and 
a m o r t i z a t i o n expense i n c l u d e s the f o l l o w i n g ( i n m i l l i o n s ) : 

Continuing Impacts: 
E l i m i n a t i o n of F o s s i l Plant D e p r e c i a t i o n $(57) 

. Taxes Other Than Income Taxes: R e f l e c t s the e l i m i n a t i o n of r e a l e s t a t e 
and p a y r o l l taxes r e l a t e d t o the ownership of the f o s s i l p l a n t s . 

The pro forma adjustments do not r e f l e c t the income e f f e c t s of the 
reinvestment of cash proceeds received from the f o s s i l s a l e . . 

4. R e f l e c t s Unicorn's expected o b l i g a t i o n t o purchase, a t p r e v a i l i n g market 
p r i c e s , approximately 26.3 m i l l i o n shares of Unicom common stock t h a t are 
subject t o c e r t a i n forward purchase c o n t r a c t s and are expected to s e t t l e no 
l a t e r than February 2000. Also r e f l e c t s the use of s e c u r i t i z a t i o n proceeds to 
r e t i r e $140 m i l l i o n of long-term debt i n October 1999. I n a d d i t i o n , r e f l e c t s 
adjustments to net i n t e r e s t expense and p r e f e r r e d and preference stock 
dividends r e l a t e d t o the use of s e c u r i t i z a t i o n proceeds. The Unicom 
S e c u r i t i z a t i o n Pro Forma adjustments i n c l u d e increased r e g u l a t o r y asset 
a m o r t i z a t i o n because those adjustments on a p r i o r - t o - m e r g e r , pro forma basis 
would r e s u l t i n ComEd's earnings exceeding the earnings cap p r o v i s i o n of the 
I l l i n o i s P ublic U t i l i t i e s Act. 

5. R e f l e c t s the payment of the cash p o r t i o n of the merger c o n s i d e r a t i o n t o 
Unicom common shareholders. PECO's pro forma cash balance' as of September 30, 
1999 was i n s u f f i c i e n t t o f u l l y fund t h i s cash payment. Ac c o r d i n g l y , f o r pro 
forma purposes, i t was assumed t h a t PECO would borrow $200 m i l l i o n from i t s 
a v a i l a b l e r e v o l v i n g c r e d i t f a c i l i t y and t h a t t h i s borrowing would be r e p a i d 
immediately f o l l o w i n g the merger. The amount of a c t u a l borrowing, i f any, at 
the time of consummation of the merger w i l l depend on PECO's a c t u a l cash 
a v a i l a b l e a t t h a t time. 

6. R e f l e c t s issuance of Exelon shares i n exchange f o r PECO and Unicom 
common stock net of shares which were repurchased by PECO and Unicom as 
f o l l o w s : 
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Notes t o Unaudited Pro Forma Combined Condensed F i n a n c i a l S t a t e m e n t s — 
(Continued) 

Exelon 
PECO Unicom Pro Forma 

(Shares i n 000's) 

A c t u a l shares o u t s t a n d i n g a t September 30, 
1999 186, 617 217, 433 

Shares repurchased—Notes ( 1 ) , (4) and (11). (17,717) (52,183) 

Remaining shares to be exchanged 168, 900 165,250 
Exchange f a c t o r 1.0 .875 

Remaining shares to be exchanged 168, 900 144,600 313,500 

7. A pro forma adjustment has been made to recognize estimated g o o d w i l l i n 
connection w i t h the merger. The g o o d w i l l represents the excess of the purchase 
c o n s i d e r a t i o n of S5.7 b i l l i o n , i n c l u d i n g PECO's estimated t r a n s a c t i o n costs 
r e s u l t i n g from the merger, over the book value of Unicornis assets and 
l i a b i l i t i e s a t September 30, 1999. The adjustment r e f l e c t s the merger 
c o n s i d e r a t i o n i n c l u d i n g approximately 144.6 m i l l i o n shares of Exelon Common 
Stock a t a p r i c e of $35.96 based on the average c l o s i n g p r i c e of PECO Common 
Stock between January 4 and 11, 2000, (the most c u r r e n t data a v a i l a b l e as of 
the date of t h i s 8-K f i l i n g ) . PECO's t r a n s a c t i o n costs of approximately $32.5 
m i l l i o n represent the estimated costs t o be i n c u r r e d f o r the merger t h a t meet 
the requirements f o r i n c l u s i o n i n the purchase p r i c e . A c t u a l g o o d w i l l recorded 
upon consummation w i l l consider the f a i r value of Unicorn's assets and 
l i a b i l i t i e s a t t h a t f u t u r e date, i n c l u d i n g the f a i r value d e t e r m i n a t i o n of 
nuclear generating s t a t i o n s , and may d i f f e r s i g n i f i c a n t l y from the amount 
recorded i n these pro forma f i n a n c i a l statements. The pro forma adjustment 
also r e l a t e s to the e l i m i n a t i o n of accumulated d e p r e c i a t i o n r e f l e c t e d on 
Unicorn's books i n accordance w i t h purchase accounting as p r e s c r i b e d by GAAP. 
As a r e s u l t of the increased merger pro forma common stock e q u i t y balance, the 
merger pro forma adjustments i n c l u d e a r e v e r s a l of the increased r e g u l a t o r y 
asset a m o r t i z a t i o n r e l a t e d to. the Unicom Pro Forma Adjustments discussed i n 
Notes 3 and 4. 

8. R e f l e c t s the e l i m i n a t i o n of purchased power and off - s y s t e m sales 
t r a n s a c t i o n s between PECO and Unicom. 

9. R e f l e c t s a m o r t i z a t i o n of g o o d w i l l over a 40-year p e r i o d . 

10. R e f l e c t s the r e c l a s s i f i c a t i o n of PECO p r e f e r r e d stock dividends and 
i n t e r e s t on PECO o b l i g a t e d m a n d a t o r i l y redeemable p r e f e r r e d s e c u r i t i e s f o r 
co n s i s t e n t p r e s e n t a t i o n . 

11. R e f l e c t s the repurchase of approximately $1.0 b i l l i o n of Unicorn's 
outstanding common shares arid approximately $500 m i l l i o n of PECO's ou t s t a n d i n g 
common shares p r i o r t o c l o s i n g . PECO's pro forma cash balance as of September' 
30, 1999 was i n s u f f i c i e n t to f u l l y fund i t s repurchase. A c c o r d i n g l y , f o r pro 
forma purposes, i t was assumed t h a t PECO would borrow $500 m i l l i o n of long 
term debt a t an i n t e r e s t r a t e of approximately 1.25% i n order t o fund t h i s 
t r a n s a c t i o n . The amount of the borrowing, i f any, a t the time of consummation 
of the merger w i l l depend on PECO's a c t u a l cash a v a i l a b l e a t t h a t time. 



SIGNATURES 

Pursuant to the requirements of the S e c u r i t i e s Exchange Act of 1934, the 
r e g i s t r a n t has du l y caused t h i s r e p o r t t o be signed on i t s beh a l f by the 
undersigned hereunto duly a u t h o r i z e d . 

PECO ENERGY COMPANY 

\S\ Jean H. Gibson 

Vice President & C o n t r o l l e r 

January 13, 2000 
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PECO Energy 

Exhibit "P" 

Form of Amendment Agreement for Leaseback Arrangement 



I 

FORM OF 
AMENDMENT AGREEMENT 

THIS AMENDMENT AGREEMENT ("Agreement") is made and entered into as of 
this day of , , by and between [name of generation and 
power marketing company] ("GenCo"), a company, and PECO Energy 
Company ("PECO"), a Pennsylvania corporation; GenCo and PECO are collectively referred to 
herein as the "Parties", and individually as "Party." 

WHEREAS: 

1. Pursuant to an Agreement of Lease ("Lease Agreement") dated February 1, 1926, 
on file with the Federal Energy Regulatory Commission as Rate Schedule FPC No. 2 of 
Philadelphia Electric Power Company (now PECO Energy Power Company, "PEPCo"), PEPCo 
leased to The Philadelphia Electric Company (now PECO Energy Company) all of the fonmer's 
transmission lines and associated rights of way in Pennsylvania, constituting part of the Project 
facilities under and subject to the Conowingo Project License issued by the Federal Power 
Commission on February 20, 1926 at Project No. 405. 

2. Pursuant to an Agreement entitled Lease of Maryland Properties dated February ] , 
1926, on file with the Federal Energy Regulatory Commission as Rate Schedule FPC No. 1 of 
The Susquehanna Power Company (now Susquehanna Power Company, "SPCo"), SPCo leased 
to The Susquehanna Electric Company (now Susquehanna Electric Company, "SECo"), inter alia, 
all of the former's transmission lines and associated rights of way in Maryland, constituting part of 
the Project facilities under and subject to the Conowingo Project License issued by the Federal 
Power Commission on February 20, 1926 at Project No. 405. Pursuant to an Operating 
Agreement, dated February 1, 1926, on file with the Federal Energy Regulatory Commission as 
Rate Schedule FPC No. 1 of SECo, SECo agreed to operate the facilities leased from SPCo under 
and subject to the Conowingo Project License issued by the Federal Power Commission on 
February 20, 1926 at Project No. 405 and deliver the electrical output thereof to PECO Energy 
Company. 

3. Pursuant to an Application for Authorization to Implement Plan of Corporate 
Restructuring filed by PECO Energy Co. under § 203 of the Federal Power Act, PECO Energy 
Co. and its affiliates SPCo and PEPCo are proposing to transfer all generation assets, including 
hydro-electric facility assets to GenCo. As part of this transfer, PEPCo and SPCo will transfer to 
GenCo all of their rights and interest in the Conowingo Project, including all transmission facilities 
associated therewith. Likewise PECO Energy Co. will transfer to GenCo all of its rights and 
interest in the Muddy Run Project, including all transmission facilities associated therewith. As a 
consequence, GenCo will own all of the assets associated with both the Muddy Run and the 
Conowingo Projects, including all of the transmission facilities constituting part of the Projects. 
PEPCo will also transfer its interest in the Lease Agreement to GenCo. 

4. The Parties wish to adapt pre-restructuring arrangements respecting the operation 
of hydroelectric project transmission facilities to the new restructured company format, and agree 
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that amending the Lease Agreement to cover transmission facilities associated with both of the 
hydro-electric projects is the most efficient approach for doing so. 

NOW THEREFORE, in consideration of these premises, the covenants given herein, and 
other good and valuable consideration, the receipt and sufficiency of which are hereby 
acknowledged, and intending to be legally bound, the Parties agree as follows: 

1. Amendments. The Lease Agreement is hereby amended as follows: 

(a) The following new paragraph is added before the paragraph on page 3 that begins 
with the words "NOW THEREFORE": 

AND WHEREAS, [name of GenCo] ("GenCo"), has succeeded to all of 
Susquehanna Power Company's (formerly known as "The Susquehanna Power 
Company") rights and ownership interest in the Conowingo Project (Project No. 405), 
including various transmission facilities, and to all of PECO Energy Power Company's 
(formerly known as "Philadelphia Electric Power Company") rights and ownership interest 
in the Conowingo Project, including various transmission facilities; and GenCo has 
likewise succeeded to all of PECO Energy Company's (formerly known as "Philadelphia 
Electric Company") rights and ownership interest in the Muddy Run Project (Project No. 
2355 ), including various transmission facilities. 

(b) The paragraph on page 3 that begins with the words "NOW THEREFORE" is 
amended by striking the text after "to wit:" through the end of the paragraph and replacing that 
text with the following set of subparagraphs: 

(a) all of the right title and interest of GenCo, when and as acquired, in and to 
all the transmission lines, equipment and appurtenances thereof presently included 
as part of the Conowingo Project, or hereafter acquired or installed by GenCo as 
part of the Conowingo Project except for generator step-up transformers; and 

(b) all of the right title and interest of GenCo, when and as acquired, in and to 
all the transmission lines, equipment and appurtenances thereof presently included 
as part of the Muddy Run Project, or hereafter acquired or installed by GenCo as 
part of the Muddy Run Project except for generator step-up transformers. 

i 
1 

i 
i • 2. Notices. All notices, requests, claims, demands and other communications concerning either 

this Agreement or the Lease Agreement shall be given by hand delivery, cable, facsimile 
(confirmed in writing), overnight express delivery or by mail (registered or certified, postage 
prepaid) to the respective Parties as follows: 



To GenCo: To PECO ENERGY: 
Roben N. Spencer 
PECO Energy Company 
2301 Market St. 
Philadelphia, PA 19103 

Phone: Phone: 215-841-4236 
Fax: Fax: 215-841-4234 

Either Party may change its address or designated representative for notices by notice to the other 
in the manner provided above. 

3. Assignment 

3.1 Successors and Assigns. The Lease Agreement, as amended by this Agreement, and the 
rights and obligations created thereunder, shall bind and inure to the benefit of the successors and 
assigns of the Parties hereto. 

3.2 Consent Required No Party hereto may assign any rights or obligations under the Lease 
Agreement, as amended by this Agreement, and no assignment thereof may occur by operation of 
law, without obtaining the consent of the other Party, which consent shall not be unreasonably 
withheld, except that no prior consent is necessary where the assignee concurrently acquires 
substantially all of the electric operating properties of the assignor, or where the assignee is an 
Affiliate of the assignor, and agrees in writing to be bound by all of the terms and conditions of 
the Lease Agreement, as amended by this Agreement. 

4. Counterparts. This Agreement may be executed in two or more counterparts, each of which 
shall be deemed an original but all of which together shall constitute one and the same instrument. 

IN WITNESS WHEREOF, the Parties have caused their authorized representatives to 
execute this Agreement as of the date first above written. 

[NAME OF GENCO] PECO ENERGY COMPANY 

By By L 
Signature Signature 
Date Date 

Name Name 

Title Title 
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Exhibit "F Supplemental" 

Updated Description of Generating Assets Transferred 



PECO Energy Company 
Assets and Liability Accounts to be Transferred to Generation Company 

Balances As of 6/30/99 
($ In Thousands) 

Generation 
Description Company FERC Accounts 

Assets 
OlOIOto 01110 
0120 

0121 to 0122 
0123 
0124 
0128 
0131 
0134 to 0135 
01410to 0144 
0146 
0151, 0152 &0158 
0154 4 0163 
0165 
0174 
01823 
0183 
0184 toOl 860 
0188 

Liabilities & Equity 
0190,0255,0281.0282 & 0283 
0201 
0211.0214, 0216 & 0217 
0221,0224.0225 &0226 
0231 
0223-
02283 
02284 
0232 . 
0234 
0238 
02370 
0242 
0253 
0254 

Net Plant & CW1P 
Nuclear Fuel 
Non-Utility Plant 
Investments in Associated Companies 
Investments 
Decommissioning Funds 
Cash 
Special Deposits & Working Funds 
Notes & Accounts Receivable 
Accounts Receivable Associated Companies 
Fuel Inventory 
Material & Supplies Inventory . 
Prepayments 
Miscellaneous Current Assets 
Regulatory Asset - DOE Enrichment Facility 
Preliminary Survey 
Miscellaneous Deferred Debits 
R&D Expenditures 

Deferred Income Taxes 
Common Stock 
Paid in Capital 
Debt 
Notes Payable 
Notes with Associated Companies 
Accrued Post Retirement Benefits 
Accumulated D&D Funds 
Accounts Payable 
Intercompany Payables 
Dividends Payable 
Interest Accrued 

Miscellaneous Current & Accrued Liabilities 
Miscellaneous Deferred Credits 
Other Liabilities 

638.649 
296.703 
22.180 
77.365 
4.792 

405.012 

33.891 
182.543 
10.009 
28.494 
31.475 

4.363 

48,135 
1,893 
7,021 

(1,302) 

(127.525) 

(25,425) 
174,778 

198,144 
40,842 
259.789 
17.797 

1,182 
132,982 
209.041 

333 

. a i EXHIBIT 
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Exhibit L'J2 Supplementai" 

Updated Proforma Balance Sheet - Post Merger and Restructuring 



PECO Energy Company 
Proforma Balance Sheet - Post Merger and Restructuring 

As of June 30,1999 
($ in Thousands) 

ASSETS 
Utilily Plant 

Current Assets 

Plant al Original Cost 

Less Accumulated Provision for Depreciation 

Nuclear Fuel, Nel 
Construct ion Work In Progress 
Leased Property, Net 

Cash and Temporary Cash Investments 
Accounts Receivable. Net 
Inventories, at Average Cost 

Fossil Fuel 

Materials and Supplies 
Deferred Energy Costs • Gas 
Other 

Deterred Debits and Other Assets 

Note Receivable from Service Company 
Recoverable Transition Charge 
Recoverable Deferred Income Taxes 
Non-Pension Post retirement Benefits Costs 
Investments 

Loss on Reacquired Debt 
Other 

TOTAL 

$5,207,928 
1,672,252 
3,535,676 

147,576 
475 

3.683,727 

523,709 
172,522 

34,442 
78,577 

96,548 
905,798 

1.488,000 
5,274,624 
609,230 
87,668 
16,273 
73,938 
67,357 

7.617,090 

$12,206.615 

CAPITALIZATION AND LIABILITIES 
Common Shareholders' Equity 

Common Stock (No Par) 
Ottier Paid-in Capita! 

Retained Earnings 
Treasury Stock 

Preferred Stock 

Minority Interest in Monthly Income Preferred Securitie 
Long-Term Debt 

Current Liabilities 
Notes Payable. Bank 

Long-Term Debt Due Within One Year 

Capital Lease Obligations Due Within One Year 
Accounts Payable 
Taxes Accrued 

Deferred Energy Costs 
Interest Accrued 
Other 

Deferred Credits and Other Liabilities 
Capital Lease Obligations 
Defened Income Tares 
Unamortized Investment Tax Credits 
Pension Obligation 

Non-Pension Posttetirement Benelils Obligation 
Other 

TOTAL 

$1,417,719 

230,172 
340,355 

5,923.456 
7,911,702 

142,607 
12 

71,637 
164,194 
26,417 
99,375 
61,962 

566.204 

462 
3,027.292 

291.956 
90,098 

178.984 
139,917 

3.728,709 

$12,206.615' 
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Exhibit "Q" 

Call Contract for Generator Reliability Services from the Delaware Generating Station 



I 

CALL CONTRACT 

between 

PECO ENERGY Company 

and 

|GENCO] 

for 

GENERATOR RELIABILITY SERVICES 

from the 

DELAWARE GENERATING STATION 

148169 
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THIS CALL CONTRACT FOR GENERATOR RELIABILITY SERVICES (the 
"Call Contract"), dated as of , is entered into by and between PECO VU[ 
Energy Company ("Company"), a Pennsylvania corporation, and [GenCoJ, a Pennsylvania 
corporation ("Producer"). The Producer and the Company are referred to herein individually as 
"Party", and collectively, as "Parties". 

WITNESSETH 
WHEREAS: 

1. The Company owns and operates an electric distribution system in Southeastern 
Pennsylvania within a defined service territory. 

2. The Producer owns and operates or controls a generation facility located at 1325 
North Beach Street Philadelphia, PA, 19125 and which is commonly known as the Delaware 
Generating Station (hereinafter, "Station"). The Station is located within the Company's service 
territory. 

3. The Company anticipates that it will have a need from time to time to call on the 
Station to generate energy to its Distribution System in order to preserve the reiiable operations 
of the Distribution System. 

4. The Company recognizes that Producer incurs costs when called upon to generate 
energy for reliability purposes and as such will not generate energy absent fair compensation 
therefor. 

5. The Parties wish to set forth the terms and conditions on which the Company may 
call on the Station to generate energy for reliability purposes and to specify the manner in which 
the Producer will be compensated for such services. 

NOW THEREFORE, in consideration of the mutual representations, covenants, and 
agreements hereinafter set forth, and intending to be legally bound hereby, the Pa/lies hereto 
agree as follows: 

1. DEFINITIONS 

Wherever used in this Agreement with initial capitalization, the following terms shall have 
the meanings specified or referred to in this Article 1. 

"Business Day(s)" shall mean any day which is not a Saturday, Sunday or holiday as 
declared by NERC. 

Issued by: 
Issued on: Effective: 
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"Call Contract" shall mean this agreement as it is now or as it may be amended or 
supplemented from time to time 

"Distribution System" shall mean those the electric distribution lines and related facilities 
owned, controlled, or operated by the Company for the purpose of delivering electric energy to 
retail consumers. This term does not include, and specifically excludes, all electrical facilities that 
have been classified as transmission and the operation of which has been turned over to the PJM 
ISO. 

"Federal Power Act" shall mean that Federal Power Act, 16 U.S.C. ' 792 "et seq as it 
is now or may be amended in the future, or any successor thereto. 

"FERC" shall mean the Federal Energy Regulatory Commission, or any successor, 
thereto, having regulatory jurisdiction over this Call Contract. 

"Force Majeure" as used herein means those causes beyond the reasonable control of the 
Party affected, which, through the exercise of Good Utility Practice and reasonable care, that 
Party could not have avoided or overcome and which wholly or in part prevents such Party from 
performing its obligations under this Agreement, including, without limitation, the following: any 
act of God; labor disturbance; act of the public enemy; war; insurrection; riot; fire; storm; flood; 
lightning strikes, earthquake; explosion; breakage or accident to machinery or equipment; electric 
system disturbance; order, regulation, or restriction imposed by governmental, military, or 
lawfully established civilian authorities; action of any court or governmental authority; or any 
other cause of a similar nature beyond a Party's reasonable control 

"Locational Marginal Price" shall mean the marginal cost of supplying the next increment 
of electric energy at a specific location on the PJM regional electric power grid, taking into 
account both generation marginal cost and the physical aspects of the transmission system. 

"MAAC" shall mean the Mid-Atlantic Area Council, a regional reliability council chartered 
under the auspices of the NERC. 

"MWh" shall mean Megawatthour or Megawatthours. 

"NERC" shall mean the North American Electric Reliability Council, or any successor 
thereto. 

Issued by: 
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"No Load Cost" shall mean the total theoretical heat or fuel input at zero net 
output multiplied by the performance factor, multiplied by the fuel cost plus the 
appropriate maintenance cost, multiplied by the seasonal factor or other 
adjustment factor, as applicable, but excluding the transmission loss factor. 

"Operating Cost" shall be defined as the marginal cost of producing energy, generally fuel 
cost, plus variable operating cost plus maintenance cost.. 

"Operational Limitations" shall mean all operational limitations or restrictions applicable 
to the Station which would limit the availability of the unit and which have been communicated by 
the Producer to the PJM ISO. Operational Limitations include but are not limited to generation 
lead times or ramp times , thermal loading rates, or equipment limitations. 

thereto. 
"PaPUC" shall mean Pennsylvania Public Utility Commission, or any successor agency 

"PJM" shall mean the Pennsylvania-New Jersey-Maryland Interconnection. 

"PJM Control Area" shall mean the PJM Control Area recognized by NERC which 
encompasses the Company's electrical systems among others. 

"PJM ISO" shall mean that certain entity which operates the transmission system in the 
PJM Control Area. 

"PJM Cost Development Guideline" shall mean that certain PIM manual dated May 1999 
which is titled "PJM Cost Development Guideline" and is posted on the PJM website, as said 
manual is amended from time to time. 

"Service" shall mean the operation of one or more generators. 

"Start Up Cost" shall mean as those generating unit start-up costs developed and 
computed in accordance with the PJM Cost Development Guideline, including but not limited to 

Ifuel-related costs from first fire to breaker closing (priced at the cost of fuel currently in effect), 
station service costs from first fire to breaker closing (priced at applicable rates for station 
service), shutdown fuel costs (defined as the cost of fuel expended from breaker opening the 

Iprevious shutdown to shutdown of equipment needed for normal cool down of plant components, 
excluding normal plant heating/auxiliary equipment fuel requirements), station service costs after 
ireaker opening during shutdown (priced at the station service rate), and incremental labor costs 
n excess of normal station staffing requirements. 

5 
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"Transaction" shall mean the individual purchase or reservation of Generator Reliability 
Service supplied by the Station under this Call Contract for a specified Call Period, as specified in 
Section 5.3(A). 

II. PURPOSE OF CALL CONTRACT 

2.1 Generally. This Call Contract establishes the terms and conditions under which the 
Company will have the right from time to time and at its sole discretion, request the operation of 
the Station for Distribution System reliability purposes. 

2.2 Excluded Services. 

2.2.1 Purchase or Sale of Energy. This Call Contract does not provide for any 
sale of energy produced by the Station when called upon to operate for Distribution System 
Reliability purposes from the Producer to the Company. All energy generated by the Station in 
the course of its reliability operations under this Call Contract shall be either sold under bilateral 
contracts or sold into the PJM Energy Market. 

2.2.2 Transmission Arrangements. Nothing contained in this Call Contract shall 
be construed as imposing any obligation on the Company to pay for, or otherwise arrange, 
transmission service in connection with the Producer's sale of energy under bilateral contracts or 
into the PJM Energy Market while it is operating for reliability purposes under this Call Contract. 

III. EFFECTIVE DATE AND TERM 

3.1 Effective Date. This Call Contract shall become effective on the date specified by 
FERC when FERC accepts it for filing. 

3.2. Term. Upon effectiveness, this Call Contract shall continue in full force and effect 
for a period of ten (10) years, unless terminated at an earlier date in accordance with the terms of 
this Call Contract. 

IV. PROVISION OF R E L I A B I L I T Y OPERATION S E R V I C E S 

4.1 Generally. From time to time, the Company may call upon the Producer to 
operate the Station for Distribution System reliability purposes, and the Producer agrees to 
operate the Station as called upon in such circumstances. The Company shall have the exclusive 
right and responsibility for determining the necessity of running the Station for Distribution 
System reliability purposes as well as the duration, and nature, of such reliability-related 

Issued by: 
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operations. 

4.2 Nature of Purchase/Reservation. The purchase or reservation of Generator 
Reliability Services by the Company under this Call Contract may occur on an hourly, daily, 
weekly, monthly or longer basis as the Company deems necessary. Each such purchase or 
reservation shall be deemed to be a separate Transaction under this Call Agreement. 

4.3 Scope of Services. For each Transaction, the Producer shall provide Generator 
Reliability Services in accordance with the Call Period and Manner of Operations set forth in the 
Transaction Memorandum. 

V. S C H E D U L I N G AND OPERATING P R O C E D U R E S 

5.1 Procedures. Throughout the term of this Call Contract, the Producer and the 
Company shall maintain in effect scheduling and operating procedures governing the provision of 
service hereunder. Such procedures shall specif/ content, deadlines, and contact points for 
communications which the Company may require for scheduling, operating, reporting, and 
accounting purposes, and shall be consistent with the requirements established by PJM or MAAC. 

5.2. Initiation of Transactions. All Transactions hereunder shall be initiated by the 
Company by delivering to the Producer a proposed Transaction Memorandum in conformity with 
Section 5.3 hereunder. 

5.3 Transaction Documentation. All Transactions consummated hereunder shall be 
documented through a written Transaction Memorandum, setting forth the following information: 

A. the "Call Period" of the Transaction, that is, the time period, including the starting and 
ending dates and times, during which Producer agrees to make available and provide 
Generator Reliability Service to the Company and the Company agrees to use and buy 
such Generator Reliability Service; 

B. the "Manner of Operation" specifying the manner in which the Station is required to 
operate and identifying the number of incremental MW's the Company will be 
generating incidental to its operation for reliability purposes during the Call Period; 
and 

C. relevant cost information such as Start-Up Costs, No-Load Costs and Operating 
Costs. 

5.4 Operational Limitations. At the time the Company initiates a Transaction, the 
Producer shall advise the Company of any known Operational Limitations applicable to the 
Station during the Call Period. 

Issued by: 
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5.5 Short Notice and Emergency Scheduling During Emergencies or other 
circumstances in which time does not permit prior written confirmation, the scheduling and 
operating procedures shall provide for the Parties to proceed with a Transaction initiated by the 
Company, subject to execution of a written Transaction Confirmation Memorandum as soon as 
possible thereafter. 

5.6 Recording of Conversations. The Company shall have the right to tape record 
telephone conversations regarding any transaction memorandum. Each party consents to the 
recording of its telephone conversations without any further notice. Any such recordings may be 
used to prove the terms of a transaction memorandum completed in accordance with the 
provisions of this Call Contract. 

VI. PRICING 

6.1 Transaction Price. For each Transaction during which any generating unit at the 
Station operates at the call of the Company under this Call Contract, the Company shall pay the 
Producer its net out-of-pocket cost attributable to the incremental MWh produced by the Station 
in its provision of Generator Reliability Services. Such out-of-pocket costs shall be equal to the 
positive algebraic sum of the following: 

a) 110% of the Start-Up Cost of the generating unit, unless the unit is already running, 
plus 

b) 110% of the No-Load Cost, the generating unit incurred during the Call Period, plus 

c) 110% of the Producer's Energy Cost, which shall be the sum of the product's of the 
lesser of requested or actual output in megawatts for each hour of the Call Period 
multiplied by the Operating Cost, minus 

d) the Producer's market revenue, which shall be the sum of the products of the lesser of 
requested or actual output in megawatts for each hour of the Call Period multiplied by 
the Locational Marginal Price at the Station bus for the corresponding hour of the 
Call Period. 

6.2 Producer's Cost Data. Upon request from the Company, Producer shall inform 
the Company of the currently-effective Start-up Costs, No-load Costs,, Operating Costs and 
status of availability for the generating units at the Station, as such data has been supplied by the 
Producer to the PJM ISO pursuant to the requirements of the PJM Operating Agreement and 
calculated pursuant to the applicable PJM methodologies. 

Issued by: 
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VII . B I L L I N G AND PAYMENT 

7.1 Billing and Payment Periods. A billing statement ("Bill") shall be rendered by 
Producer to Company no later than the tenth (lO*) day of the month following any month in 
which service was provided and shall be due and payable by Company by wire transfer, to an 
account to be specified by Producer, on the first Business Day common to the parties following 
the nineteenth (19th) day of the month in which the Bill was rendered. Each Bill shall be 
accompanied by data sufficient to explain the charges therein. 

7.2 Interest. Interest on unpaid amounts shall accrue daily from the due date of such 
unpaid amount until the date paid at a rate equal to 130% of the then current prime interest rate 
per annum of the Chase Manhattan Bank (National Association) or its successor, or the highest 
rate allowed by law. 

7.3 Adjustments to Bills. In the event that a Bill is rendered on an estimated basis, 
adjustment for actual deliveries shall be made in a subsequent month's Bill. Further, each Bill 
shall be subject to adjustment for any other errors in arithmetic, computation, meter readings, or 
other errors until twelve months after the date the Bill was rendered. j 

7.4 Billing Disputes. In the event a Bill or portion thereof, or any other claim or 
adjustment arising hereunder, is disputed, payment of the Bill in the amount rendered shall be 
made when due with written notice of the points in dispute being given to Company at that time. 
If it is subsequently determined or agreed that an adjustment to the Bill is appropriate, a revised 
Bill shall be prepared by Producer. Any overpayment or underpayment shall bear interest (at the 
rate provided above) and shall be assessed from the time of said over or under payment to the 
date of issuance of the revised Bill or refund. Payment pursuant to the revised Bill shall be made 
as provided in the preceding paragraph. 

V I I I . ASSIGNMENT 

The rights and obligations created by this Agreement shall inure to the benefit of, and be 
binding upon, the successors and assigns of the respective Parties hereto, provided, however, that 
they shall not be assignable by Producer or Company, except to an Affiliate or successor acquiring 
the substantially all of the properties of Producer or Company, or with the written consent of the 
Producer or Company, such consent not to be unreasonably withheld. 

IX. F O R C E M A J E U R E 

9.1 Generally. Except as provided in Section 9.2 herein, each Party hereto shall be 
excused from performing hereunder, and shall not be liable to the other Party in damages or 
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otherwise, if and to the extent that it shall be unable to perform or be prevented from performing 
hereunder, by reason of Force Majeure. 

9.2 Exceptions. The Force Majeure provisions of this Call Contract shall not apply in 
the following circumstances. 

(a) Force Majeure may not excuse any payment obligation of any Party under 
this Agreement 

(b) The unavailability of one or more generating units at the Station does not 
give rise to a Force Majeure event that would excuse the Producer's obligation to provide 
Generator Reliability Services at the Company's call, unless the unavailability is concurrently 
reported to PJM to the same degree and scope. 

9.3 Limitations. In the event of Force Majeure, a Party's obligations can only be 
excused to the extent and for the period that the Party's inability to perform is caused by an event 
of Force Majeure affecting the Party and only to the extent of the duration of the same, provided 
that the Party claiming Force Majeure shall make all reasonable efforts to cure, mitigate or remedy 
the effects of the Force Majeure event. Nothing herein shall be construed to require any Party to 
settle a labor dispute, lockout or strike. 

9.4 Notice. A Party claiming Force Majeure as a basis for being excused from 
performance of its obligations under a Call Contract must: (1) provide oral notice that is prompt 
under the circumstances, followed by written notice of the occurrence of the Force Majeure event 
to the other Party no later than twenty (20) business days after the occurrence of the event which 
provides an estimate of the event's expected duration and the probable impact on the performance 
of the Party's obligations hereunder; (2) exercise all reasonable efforts in accordance with Good 
Utility Practice to continue to perform its obligations under this Agreement; (3) expeditiously take 
reasonable action to correct or cure the Force Majeure event, provided, however, that settlement 
of strikes or other labor disputes is completely within the sole discretion of the Party affected by 
such strike or labor dispute; and (4) provide prompt notice to the other Party of the cessation of 
the Force Majeure event. Failure to provide notice of the occurrence of the Force Majeure event 
required hereunder shall preclude such Party from relying upon Force Majeure to excuse its 
failure to perform or avoid breach or default as'a result of such failure. 

X. LIABILITY 

Limitation on Liability. Neither Company nor Producer nor their respective officers, 
directors, agents, employees, parent or affiliates, successors or assigns, will be liable to the other 
Party or its parent, subsidiaries, affiliates, officers, directors, agents, employees, successors or 
assigns, for claims, suits, actions or causes of action, or otherwise, including third party claims, 
for incidental, punitive, special, indirect, multiple or consequential damages (including attorneys' 
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fees and other litigation costs, costs of replacement power, or claims for lost profits or revenues) 
connected with or resulting from any action or inaction under this Agreement, including, without 
limitation, any such consequential damages which are based upon causes of action for breach of 
contract, tort (including negligence and misrepresentation), breach of warranty, strict liability, 
statute, operation of law, or any other theory of recovery. 

XI. INDEMNIFICATION 

11.1 Producer shall be solely responsible for, and shall indemnify, defend, and save the 
Company harmless from and against, all costs and damages, and claims therefor, incurred by 
reason of bodily injury, death or damage on Producer's property related to Generator Reliability 
Service under this Agreement. 

11.2 Within the property boundaries of each Party, each Party shall be solely 
responsible for, and shall bear all costs of, claims by its own employees, contractors or agents 
arising under and covered by any worker's compensation laws. 

XII. TERMINATION 

12.1 Either Party may terminate this Call Contract upon ninety (90) days written notice 
of termination to the other Party. 

12.2 Termination of this Agreement shall not terminate any Transactions entered into 
under this Agreement while it was in effect. 

12.3 The applicable provisions of this Call Contract shall continue in effect after 
cancellation or termination hereof to the extent necessary to provide for final billings, billing 
adjustments, and the determination and enforcement of liability and indemnification obligations 
arising from acts or events that occurred while this Call Contract was in effect. 

XIII. DISPUTE RESOLUTION 

Any dispute between the Parties with respect to this Agreement may be submitted to 
arbitration upon the request of either Party. A copy of any such request shall be served on the 
other Party and shall specify the issue or issues in dispute and summarize the complaining Party's 
claim with respect hereto. Within ten days after the receipt of such a request, authorized 
representatives of the Parties shall confer and attempt to agree upon the appointment of a single 
arbitrator. If such agreement is not accomplished within twenty days after receipt of such request, 
either Party may request the American Arbitration Association to appoint an arbitrator in 
accordance with its commercial Arbitration Rules, which rules shall govern the conduct of the 
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arbitration in the absence of contrary agreement by the Parties. The arbitrator shall conduct a 
hearing and, within thirty days thereafter, unless such time is extended by agreement of the 
Parties, notify the Parties in writing of the decision. Such notification shall include a statement of 
the reasons for such decision and separately list findings of fact and conclusions of law. The 
arbitrator shall not have power to amend, delete from, or add to this Agreement. Subject to such 
limitation, the decision of the arbitrator shall be final and binding, except that either Party may 
petition a court of competent jurisdiction for review of errors of law. The decision of the 
arbitrator shall determine and specify how the expense of the arbitration shall be borne. 

XIV. ACCOUNTS AND R E C O R D S 

14.1 Both Parties shall keep complete and accurate records, meter readings and 
memoranda of its operations hereunder and shall maintain such data for a period of at least two 
(2) years after each Transaction. 

14.2 Each Party shall have the right to examine and inspect during normal business 
hours all such records, meter readings and memoranda of the other Party to the extent necessary 
to ascertain the reasonableness and accuracy of all relevant data, estimates or statement of charges 
submitted to it for billing purposes pursuant to this Agreement. 

XV. C O N F I D E N T I A L I T Y 

15.1 The Parties shall treat price and rate terms of any proposed or actual Transaction 
hereunder, or any other Confidential Matter as confidential. Confidential Matter shall be for the 
sole and exclusive use of the Parties. Subject to the provisions set forth below, the Parties shall 
not publish, disclose, or otherwise divulge Confidential Matter to any person at any time without 
the prior written consent of the other Party unless the release of the Confidential Matter is 
required by a governmental or judicial body of competent jurisdiction. 

15.2 When a Party receives from-any entity or person not a Party to this Agreement a 
request for Confidential Matter not then in the public domain, that Party shall provide written 
notice of such request to the other Party as soon as reasonably practicable. The Parties shall 
reasonably cooperate with one another in the exercise of any applicable rights to (i) oppose the 
disclosure of the Confidential Matter to the requestor or (ii) prevent the Confidential Matter from 
becoming part of the public domain. A Confidential Matter shall no longer be considered a 
Confidential Matter if it: 

A. is in the public domain or passes into the public domain by acts other than acts of or 
caused by a Party; or 

B. is needed by a Party for reporting or cost support purposes with respect to that Party's 
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XVI. NOTICE 

Except as otherwise specifically provided herein or otherwise agreed to by the Parties, any 
notice, request, demand, statement and/or payment provided herein shall be in writing and shall be 
sent to the Parties at the following addresses: 

If to the Company: 

John E. McDonald, Director of System Operations 
PECO Energy Company 
2301 Market Street 
Philadelphia, Pennsylvania 19101 
Facsimile: 215-841-6319 
Telephone: 215-841-5060 
Email: jmcdonald@peco-energy.com 

If to the Producer: 

James A. Muntz, Vice President of Power Generation Group 
GENCO 
Nuclear Group Headquarters 
965 Chesterbrook Blvd 

| Wayne, PA 19087 
Facsimile: 610-640-6002 
Telephone: 610-640-6300 
Email: jmuntz@peco-energy.com 

Notices shall be deemed to have been given and received (a) when personally delivered, (b) upon 
receipt from a private courier service, (c) ninety-six (96) hours after deposit in the U.S. Mail, 
registered or certified postage prepaid and properly addressed to the appropriate Party, (d) two 
(2) hours after a facsimile is properly sent, received and confirmed by telephone, or (e) upon 
confirmed delivery of an email. Either Party may change the address, facsimile number, telephone 

I j number, or email address to which notice is to be given by written notice to the other Party. 

XVII. MISCELLANEOUS 

! 17.1 This Agreement is made subject to present and future local, state and federal laws 
and to the regulations or orders of any local, state or federal regulatory authority having 

j jurisdiction over the matters set forth herein. Producer agrees to use its best efforts to secure and 
j retain all such local, state or federal approvals, grants or permits as may from time to time be 

necessary with respect to such performance. 
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and to the regulations or orders of any local, state or federal regulatory authority having 
jurisdiction over the matters set forth herein. Producer agrees to use its best efforts to secure and ^ 
retain all such local, state or federal approvals, grants or permits as may from time to time be 
necessary with respect to such performance. 

17.2 The interpretation and performance of this Agreement shall be in accordance with, 
and controlled by, the laws of the United States of America and the Commonwealth of 
Pennsylvania. 

17.3 This Agreement may be modified only by an instrument in writing signed by both 
of the Parties. 

17.4 This Agreement and the procedures to be established hereunder shall constitute the 
entire understanding between the Parties and shall supersede any and all previous understandings 
pertaining to the subject matter of this Agreement. 

17.5 If any term, condition, covenant, restriction or other provision of this Agreement is 
held by a court or regulatory agency of competent jurisdiction to be invalid, void or otherwise 
unenforceable, the remainder of the terms, conditions, covenants restrictions and other provisions 
of this Agreement shall remain in full force and effect unless such an interpretation would 
materially alter the rights and privileges of a Party hereto. If any term, condition, covenant, 
restriction or other provision of this Agreement is held invalid, void or otherwise unenforceable, 
the Parties shall attempt to negotiate an appropriate replacement provision or other revisions to 
this Agreement to restore the benefits and obligations conferred under the original Agreement. 
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17.6 Any number of counterparts of this Agreement may be executed and each shall 
have the same force and effect as the original. 

IN WITNESS WHEREOF, the Parties hereto have caused this Agreement to be signed 
by their respective duly authorized representatives as of the date first above written. 

PECO Energy Company 

By: 

Name Title Date 

[GENCO] 

By: 

Name Title Date 
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