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James J. McNulty, Secretary
Pennsylvania Public Utility Commission
North Office Building, Room B-18
Commonwealth Avenue and North Street
Harrisburg, Pennsylvania 17105-3265

RE: Application of PECC Company, Pursuant to Chapters 11,19, 21, 22 and 28 Of The Public
Utility Code, For Approval of (1} A Plan of Corporate Restructuring, Including The Creation
Of A Holding Company and (2) The Merger Of The Newly Formed Holding Company And
Unicom Corporation, Docket No. A-110550F0147

Dear Secretary McNulty:

Enclosed for filing with the Commission are an original plus nine copies of the Supplemental
Testimony of Richard G. White on behalf of PECO Energy Company in the above-referenced
matter.

This testimony provides the Commission, the Administrative Law Judge, and the parties with copies
of the restated Merger Agreement between PECO Energy and Unicom, as well as revised exhibits
to reflect the restated Merger Agreement. We informed the Administrative Law Judge and the
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 weD sObm'rtted to the FERC

after PECO Energy's Application was filed with the Commission. C U M E N T
r than

We have provided this information through supplemental written testimony )E{ 15 imegrathe
waiting to provide it with our rebuttal testimony in April or in response to any di @ﬁﬂ that
may be filed, so that it is available as broadly and quickly as possible.

Sincerely, / :
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cC: John M. Quain, Chairman . 74 PiRj 1
Nora Mead Brownell, Commissioner SE N f’_U Hiry 20
Aaron Wilson, Jr., Commissioner VEORE -TA.R’Y'S Y MM/SSI{)N
Terrance J, Fitzpatrick, Commissioner SU"?EA i ’

Robert K. Bloom, Commissioner

Administrative Law Judge Charles Rainey

Bohdan R. Pankiw, Chief Counsel - Law Bureau
Robert A. Rosenthal, Director - Fixed Utility Services
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SUPPLEMENTAL DIRECT TESTIMONY OF RICHARD G. WHITE

INTRODUCTION AND QUALIFICATIONS
Please state your name and business address.
Richard G. White, PECQO Energy Company, 2301 Market Street, Philadelphia,

PA 19103.

Have you previously provided testimony in this proceeding?
Yes, | 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, | 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, | 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 between

PECO Energy and Unicom. Do you have any updates to that description?
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Yes. First, in my direct testimony | stated that the parent, umbrella holding
company of the merged companies had not yet been named. Since my
testimony was filed, PECO Energy and Unicom have announced that the parent

hoiding company will be known as “Exelon.”

Second, the companies have restated the Merger Agreement (the “Restated
Merger Agreement”) in a manner that (a) accelerates approximately $1.5 billion
of common stock repurchases that will be undertaken by the companies as part
of the merger, (b) amends the consideration Unicom commeon shareholders wiil
receive in the merger, and (c) eliminates certain cash buyout and proration
options for the shareholders of the two companies. The original Merger
Agreement was attached to PECO Energy’'s Application as Exhibit “D”. The
Restated Merger Agreement is attached to this Supplemental Testimony as

Exhibit “D Supplemental” (Tab 1),

Have you prepared any revised pro forma financial documents that
describe the merged corporation?

Yeé. When the companies announced the Restated Merger Agreement, they
prepared a revised consolidated income statement and revised consolidated
balance sheet for the merged companies. Those financial documents were
provided to the SEC and the investment community via a Form 8K filed by the
companies on January 13, 2000. The Form 8K is attached to this Supplementai

Testimony as Exhibit “J/K Supplemental” (Tab 2). Exhibit *J/K Supplemental’
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updates and replaces Exhibit “J-1" and Exhibit "K-1" from the original

application.
UPDATES TO AFFILIATED INTEREST AGREEMENTS

Do you have any updates to your testimony regarding the affiliated interest
agreements for which PECO Energy is seeking Commission approval?

Yes. PECO Energy and its Maryland subsidiaries hold two FERC licenses to
operate hydroelectric facilities — the Muddy Run project, which PECO Energy
owns and operates, and the Conowingo project, which the Maryland subsidiaries
own and operate. PECO Energy has determined that it is appropriate to keep
the assets of the licensed hydr.oelectric projects intact, rather than to separate
out portions of those licensed 'pr'ojects to separate companies. To implement
this, the entire licensed project assets will be transferred to the GENCO. As a
result, some transmission facilities that are covered by the FERC licenses will be

transferred to the GENCO and leased back by PECO Energy.

Since the Conowingo project transmission facilities are already owned by a
corporate affiliate, PECO Energy has in place a FERC-approved leaseback
arrangement for the Conowingo project. PECO Energy has requested that the
FERC expand that leaseback approval to include the Muddy Run transmission
facilities. The Form of Amendment Agreement for the leaseback is attached to

my testimony as Exhibit “P” (Tab 3). To the extent that the Commission
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determines that this FERC-regulated transmission leaseback arrangement also
requires state approval as a contract between affiliated interests, PECO Energy

seeks that approval in this proceeding.

In addition, since a small amount of the transmission assets will now be
transferred to the GENCO, rather tHan remain as assets of PECO Energy, | have
updated data on two exhibits from PECO Energy's Application to show the
transfer of the transmission assets to GENCO: Exhibit “F" {Description of
Generating Assets Transferred) which is updated by Exhibit “F Supplemental”
(Tab 4); and Exhibit “J-2" (Proforma Balance Sheet — Post Merger and
Restructuring), which is updated by Exhibit “J2 Supplemental” (Tab 5). Both of
these Exhibits have been updated to reflect the transfer of approximately $1.2
million of Muddy Run transmission assets to the GENCO. Because PECO
Energy is transferring its investment in the Maryland subsidiaries to the GENCO,

these Exhibits already reflected the Conowingo transmission assets.

Are there any other updates regarding affiliated interest agreements?
Yes. PECO Energy anticipates that there may be occasions when it needs to
call on the GENCO to operate Delaware Generating Station to support
distribution system reliability. PECO Energy has prepared a “call contract” to
maintain that right. A copy of the Call Contract is attached to my testimony as

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

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



determines that this FERC-regulated call contract arrangement also requires
state approval as a contract between affiliated interests, PECO Energy seeks

that approval in this proceeding.

Does this complete your supplemental testimony?

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,

Among

PECO ENERGY COMPANY,

NEWHOLDCO CORPORATION

UNICOM CORPORATION

[BYCoxp:982851.6:3815:01/10/2000--7:34p]
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AMENDED AND RESTATED AGREEMENT AND PLAN
OF EXCHANGE AND MERGER dated as of
September 22, 1999, as amended and restated
as of January 7, 2000 (this "Agreement"),
among PECO ENERGY COMPANY, a Pennsylvania
corporation ("Parent"), NEWHOLDCO
CORPORATION, a Pennsylvania corporation and a
wholly owned subsidiary of Parent ("Newco"),
and UNICOM CORPORATION, an Illinois

corporation (the "Company") -

WHEREAS Parent, Newco and the Company entered into
an Agreement and Plan of Exchange and Merger dated as of
September 22, 1999 (the "Qriginal Merger Agreement"), and
they now desire to amend and restate the Original Merger
Agreement (it being understood that all references herein to
this "Agreement" refer to the Original Merger Agreement as
amended and restated hereby and that all references herein
to the "date hereof” or the "date of this Agreement" refer
to September 22, 1999);

WHEREZAS the respective Boards of Directors of
Parent, Newco and the Company have approved the consummation
of the buginess combination provided for in this Agreement,
pursuant to which (a) Parent and Newco will, on the terms
and subject to the conditions set forth in this Agreement,
effect a mandatory share exchange (the "First Step
Exchange") whereby each outstanding share of common stock,
no par value, of Parent (the "Parent Common Stock") shall be
acquired by Newco in exchange for common stock, no par
value, of Newco (the "Newco Common Stock"), as herein
provided, (b) immediately thereafter, the Company will, on
the terms and subject to the conditions set forth in this
Agreement, merge with and into Newco (the "Second Step
Merger" and, together with the First Step Exchange, the
"Merger"), whereby each share of common stock, no par value,
of the Company (the "Company Common Stock") will be
converted into the right to receive Newco Common Stock and
cash, as herein provided, (c¢) the holders of Parent Common
Stock and Company Common Stock will together own all of the
outstanding shares of Newco Common Stock and (d) each share
of each other class of capital stock of Parent and the
Company shall be unaffected and remain outstanding;

WHEREAS for Federal income tax purposes it is
intended that the Merger constitutes transactions described
in Section 351 of the Internal Revenue Code of 1986, as
amended (the "Code"), and the Second Step Merger constitutes
a transaction described in Section 368(a} of the Code; and
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2
. WHEREAS Parent, Newco and the Company desire to
make certain representations, warranties, covenants and
agreements in connection with the Merger and also to
prescribe various conditions to the Merger.
NOW, THEREFORE, the parties hereto, intending to
be legally bound hereby, agree as follows:
ARTICLE I
The Exchange and Merger
SECTION 1.01. The Exchange and Merger. (a) On
the terms and subject to the conditions set forth in this
Agreement, in accordance with the Business Corporation Law
of the Commonwealth of Pennsylvania ("PBCL"), Parent and
Newco shall effect the First Step Exchange at the Exchange
Effective Time (as defined in Section 1.03). As a result of

the Firet Step Exchange, Parent shall become a wholly owned
subsidiary of Newcoc. The effects and the consequences of
the First Step Exchange and the Second Step Merger shall be
as set forth in Section 1.04.

(b) On the terms and subject to the conditions
set forth in this Agreement, in accordance with the Illinois
Business Corporation Act (the "IBCA") and the PBCL, the
Company shall be merged with and into Newco at the Merger
Effective Time (as defined in Section 1.03). At the Merger
Effective Time, the separate corporate existence of the
Company shall cease and Newco shall continue -as the

surviving corporation (the "Surviving Corporation").

{c} The First Step Exchange, the Second Step
Merger, the issuance by Newco of Newco Common Stock in
connection with the Merger {(the "Share Issuapce") and the
other transactions contemplated by this Agreement are
referred to in this Agreement collectively as the

"Irxansactiong"”.

SECTION 1.02. (Closing. The closing (the
"Closing") of the Merger shall take place at such location
as shall be determined by the parties at 10:00 a.m. on the
second business day following the satisfaction {(or, to the
extent permitted by Applicable Law (as defined in
Section 3.05), waiver by all parties) of the conditions set
forth in Section 7.01, or, if on such day any condition set
forth in Section 7.02 or 7.03 has not been satisfied (or, to
the extent permitted by Applicable Law, waived by the party
or parties entitled to the benefits thereof), as soon as
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practicable after all the conditions set forth in

Article VII have been satisfied {(or, to the extent permitted
by Applicable Law, waived by the parties entitled to the
benefits thereof), or at such other place, time and date as
shall be agreed in writing between Parent and the Company.
The date on which the Cleosing occurs is referred to in this

Agreement as the "Closing Date".
SECTION 1.03. Mergexr Effective Time. (a) Prior

to the Closing, Parent shall prepare, and on the Closing
Date Parent shall file with the Department of State cf the
Commeonwealth of Pennsylvania, articles of exchange or other
appropriate documents (in any such case, the "Articles of
Exchange") executed in accordance with the relevant
Provisions of the PBCL and shall make all other filings or
recordings recuired under the PBCL to effect the First Step
Exchange. The First Step Exchange shall become effective at
such time as the Articles of Exchange are duly filed with
such Department of State, or at such other time as Newco and
Parent shall agree and specify in the Articles of Exchange
(the time the First Step Exchange becomes effective being

the "Exchange Effective Time").

{(b) Prior to the Cleosing and after the Exchange

Effective Time, Newco and the Company shall prepare, and on
the Closing Date and after the Exchange Effective Time Newco
and the Company shall (i) file with the Department of State
of the Commonwealth of Pennsylvania, the articlee of merger
or other appropriate documents (in any such case, the

"Penngylvania Articles of Merger") executed in accordance
with the relevant provisions of the PBCL and shall make all
other filings or recordings required under the PBCL to
effect the Second Step Merger and (ii) thereafter file with
the Secretary of State of the State of Illinois, articles of
merger or other appropriate documents (in any such case, the
"Illipois Articles of Merger") executed in accordance with
the relevant provisions of the IBCA and shall make all other
filings or recordings required under the IBCA to effect the
Second Step Merger. The Second Step Merger shall become
effective at such time as the Illinois Articles of Merger
are duly filed as provided by Applicable Law and the
Secretary of State of the State of Illinois has issued a
certificate of merger in respect of the Second Step Merger,
or at such other time as Newco and the Company shall agree
and specify as provided by Applicable Law {(the time the
Second Step Merger becomes effective being the "Merger
Effective Time").

SECTION 1.04. Effecte. The First Step Exchange

shall have the effects set forth in Section 1931 of the
PBCL. The Second Step Merger shall have the effects set
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forth in Section 1929 of the PBCL and Section'll.SO of the
IBCA.

SECTION 1.05. Articles of Incorporation and By-
laws. {(a) At the Merger Effective Time, the Articles of
Incorporation of Newco {the "Newco Articles") shall, until

thereafter changed or amended as provided therein or by
Applicable Law and as Parent and the Company shall have
agreed prior to the Merger Effective Time, be the Articles
of Incorporation of the Surviving Corporation and shall in
any case be amended to provide that the name of Newco be
changed to "Exelon Corporation®.

{b) At the Merger Effective Time, the By-laws of
Newco (the "Newco By-laws") shall, until thereafter changed
or amended as provided therein or by Applicable Law and as
Parent and the Company shall have agreed prior to the Merger
Effective Time, be the By-laws of the Surviving Corporation,
and shall in any case be amended by inserting the provisions
set forth in Exhibit A as Article X thereof.

SECTION 1.06. MNewco Board of Directors. (a) The

directors of Parent immediately prior to the Exchange
Effective Time shall be the directors of Newco as of the
Exchange Effective Time, until the earlier of the Merger
Effective Time or their resignation or removal or the due
election and qualification of their respective successors,
as the case may be.

- {(b) In accordance with the Newco By-laws, as
amended pursuant to Section 1.05(b), as of the Merger
Effective Time, the Board of Directors of the Surviving
Corporation (the "Newco Board") shall consist of 16 members,
eight of whom shall be serving as members of the Board of
Directors of Parent immediately prior to the Merger
Effective Time who are recommended by the Board of Directors
of Parent immediately prior to the Merger Effective Time,
and eight of whom of whom shall be members of the Board of
Directors of the Company immediately prior to the Merger
Effective Time who are recommended by the Board of Directors
of the Company immediately prior to the Merger Effective
Time.

SECTION 1.07. Newco Senior Officerg. As of the

Merger Effective Time the senior officers of Newco shall be
as set forth in Exhibit B and shall hold office until their
respective successors are duly elected and qualified, or
until their earlier death, resignation or removal in
accordance with the Newco By-Laws.
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SECTION 1.08. Qperations. (a) Corporate
Offices. The Surviving Corporation shall maintain (i} in

Chicago, Illinois offices serving as its corporate
headquarters, (ii) in southeastern Pennsylvania offices
serving as the headquarters of the generation and power
marketing businesses of the Surviving Corporation and its
subsidiaries, and (iii) offices in Chicago, Illinois and
southeastern Pennsylvania as the headquarters of
Commonwealth Edison Company, an Illinois corporation
(*ComBd"), and Parent, respectively. The chief nuclear
officer of the Surviving Corporation shall maintain offices
in both Chicago, Illincis and socutheastern Pennsylvania.

(b} Charities. The parties agree that provision
of charitable contribution and community support in the
respective service areas of Parent and the Company and their
regpective subsidiaries serves a number of important goals.
During the two-year period immediately following the Merger
Effective Time, the Surviving Corporation shall provide,
directly or indirectly, charitable contributions and
traditional local community support within the respective
service areas of Parent and the Company and each of their
subsidiaries that are utilities at levels substantially
comparable to and no leas than the levels of charitable
contributions and community support provided by Parent and
the Company and such subsidiaries within their service areas
within the two-year period immediately prior to the Merger
Effective Time.

ARTICLE II
Effect on the Capital Stock of the
. : .  Excha F G £
SECTION 2.01. Effect on Capital Stock.
{a) First Step FExchange. At the Exchange Effective Time,
by virtue of the First Step Exchange and without any action

on the part of the holder of any shares of Parent Common
Stock or Newco Common Stock:

(i) Cancelation of Treasury Stock. Each share of
Parent Common Stock that is owned by Parent shall
automatically be canceled and retired and shall cease
to exist, and no Newco Common Stock or other
consideration shall be delivered or deliverable in
exchange therefor.

(i1} Exchange of Parent Common Stock,

(A} Subject to Section 2.01(a) (i), each issued share
of Parent Common Stock shall be exchanged for one fully
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paid and nonassessable share of Newco Common Stock (the

"Parent Exchange Ratio").

(B} The shares of Newco Common Stock to be
issued by Newco upon the exchange of shares of
Parent Common Stock pursuant to this
Section 2.01(a) (ii) are referred to collectively
as "Exchange Consideration". As of the Exchange
Effective Time, all such shares of Parent Common
Stock shall be exchanged for Exchange
Consideration and such shares of Parent Common
Stock shall remain outstanding and shall be owned
and held by Newco, and each holder of a
certificate representing any such shares of Parent
Common Stock shall cease to have any rights with
respect thereto, except the right to receive
Exchange Consideration upon surrender of such
certificate in accordance with Section 2.02,
without interest.

(iii) Pparent Preferred Stock. The Parent
Preferred Stock {as defined in Section 4.03(a))
outstanding immediately prior to the Exchange Effective
Time shall remain outstanding, without change, after
the Exchange Effective Time, and no consideration shall
be delivered or deliverable in exchange therefor.

(b) Second Step Merger. At the Merger Effective
Time, by wvirtue of the Second Step Merger and without any
action on the part of the holder of any shares of Company
Common Stock or Newco Common Stock:

(i) Cancelation of Treasury Stock and Newco-
Owned Stock., Each share of Company Common Stock that
is owned by the Company or Newco shall no longer be
outstanding and shall automatically be canceled and
retired and shall cease to exist, and no Newco Common
Stock or other consideration shall be delivered or
deliverable in exchange therefor.

(ii) Conversion of Company Common Stock.
{a) Subject to Sections 2.01(b) (i) and 2.02{e), each
isgued share of Company Common Stock shall be converted
into the right to receive (1) $3.00 in cash (the
"Company Cash Congideration") and (2) 0.875 (the
"Company Conversion Number") fully paid and

nonassessable shares of Newco Common Stock (the

"Company Exchange Ratio").

(B) The Company Cash Consideration, shares
of Newco Common Stock to be issued upon the
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conversion of shares of Company Common  Stock
pursuant to this Section 2.01(b) (ii) and cash in
lieu of fracticnal shares of Newco Common Stock to
the extent contemplated by Section 2.02(e) are
referred to collectively as "Merger
Congideration". As of the Merger Effective Time,
all such shares of Company Common Stock shall no
longer be ocutstanding and shall automatically be
canceled and retired and shall cease to exist, and
each holder of a certificate representing any such
shares of Company Common Stock shall cease to have
any rights with respect thereto, except the right
to receive Merger Consideration upon surrender of
such certificate in accordance with Section 2.02,
without interest.

(iii) Newco Common Stock. The Newco Common Stock

ocoutstanding immediately prior to the Merger Effective
Time issued as contemplated by Section 2.01(a) (ii)
shall remain outstanding, without change, after the
Merger Effective Time, and no Merger Consideration
shall be delivered or deliverable in exchange therefor.

(iv) Dissent Rights., Notwithstanding anything in
this Agreement to the contrary, shares ("Company
Digsent Shares") of Company Common Stock that are
outstanding immediately prior to the Merger Effective
Time and that are held by any person who is entitled to
demand and properly demands payment of the fair value
of such Company Dissent Shares pursuant to, and who
complies in all respects with, Sections 11.65 and 11.70
of the IBCA (" ﬁggnggna_lléﬁi_and_;;¢lg“) shall be
converted into the right to receive Merger
Consideration as provided in Section 2.01(b) (ii), and
gshall thereafter be subject to sale and purchase rights
in accordance with Sections 11.65 and 11.70.

SECTION 2.02. Exchange of Certificates.
{a} Exchange Agent. Promptly following the Merger
Effective Time, Newco shall deposit with such bank or trust
company as may be designated by Newco and reasonably
acceptable to Parent and the Company (the "Exchange Agent"),
for the benefit of the holders of shares of Parent Common
Stock and Company Common Stock, for exchange in accordance
with this Article II, through the Exchange Agent, cash equal
to the total aggregate Company Cash Consideration and
certificates representing the shares of Newco Common Stock
issuable pursuant to Section 2.01 in exchange for
ocutstanding Company Certificates or Parent Certificates.
Newco shall provide to the Exchange Agent on a timely basis,
as and when needed after the Merger Effective Time, cash
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equal to the total aggregate Company Cash Consideration
{such shares of Newco Common Stock and cash, together with
any dividends or distributions with respect thereto, being
hereinafter referred to as the "Exchange Fund"). For the
purposes of such deposit, Newco shall assume that there will
not be any fractiocnal shares of Newco Common Stock. Newco
shall make available to the Exchange Agent, for addition to
the Exchange Fund, from time to time as needed, cash
sufficient to pay cash in lieu of fractional shares to the
extent provided in Section 2.02(e}.

(b) Exchange Procedureg. As soon as reasonably
practicable after the Merger Effective Time, the Exchange
Agent shall mail to each holder of record of a certificate
or certificates that immediately prior to the Exchange

" Effective Time represented outstanding shares of Parent

Common Stock that were converted into the right to receive
Exchange Consideration (the "Parent Certificates") or that
immediately prior to the Merger Effective Time represented.
outstanding shares of Company Common Stock that were
converted inte the right to receive Merger Consideration
(the "Compapy Certificateg" and, together with the Parent
Certificates, the "Certificates"), in each case, pursuant to
Section 2.01, (i) a letter of transmittal (which shall
specify that delivery shall be effected, and risk of locss
and title to the Certificates shall pass, only upon delivery
of the Certificates to the Exchange Agent and shall be in
such form and have such other provisions as Parent and the
Company may reasonably specify) and (ii) instructions for
use in effecting the surrender of the Certificates in
exchange for Exchange Consideration or Merger Consideration,
as the case may be. Upon surrender of a Parent Certificate
or a Company Certificate for cancelation to the Exchange
Agent, together with such letter of transmittal, duly
executed, and such other documents as may reasonably be
required by the Exchange Rgent, the holder of such
Certificate shall be entitled to receive in exchange
therefor Company Cash Consideration and a certificate
repregenting that number of whole shares of Newco Common
Stock (together with cash in lieu of fractional shares), in
each case, that such holder has the right to receive
pursuant to the provisions of this Article II, and the
Certificate go surrendered shall forthwith be canceled.
Until such time as a certificate representing Newco Common
Stock ig issued to or at the direction of the holder of a
surrendered Company Certificate or Parent Certificate, such
Newco Common Stock shall be deemed not ocutstanding and shall"
not be entitled to vote on any matter. 1In the event of a
transfer of ownership of Parent Common Stock or Company
Common Stock that is not registered in the transfer records
of Parent or the Company, as the case may be, payment may be
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made and a certificate representing the appropriate number
of shares of Newco Common Stock may be issued to a person
other than the person in whose name the Certificate so
surrendered is registered, if such Certificate shall be
properly endorsed or otherwise be in proper form for
transfer and the person requesting such payment shall pay
any transfer or other taxes required by reason of such
payment or the issuance of shares of Newco Common Stock to a
person other than the registered holder of such Certificate
or establish to the satisfaction of Newco that such tax has
been paid or is not applicable. Subject to Sections 11.65
and 11.70 of the IBCA (in the case of a Company

-Certificate), until surrendered as contemplated by this

Section 2.02, each Company Certificate or Parent Certificate
shall be deemed at any time after the Merger Effective Time
or Exchange Effective Time, as applicable, to represent only
the right to receive upon such surrender Merger
Consideration or Exchange Consideration, as applicable, as
contemplated by this Section 2.02. No interest shall be
paid or accrue on any cash payable, whether in respect of
Exchange Consideration, Merger Consideration, dividends or
otherwise, upon surrender of any Certificate. Any dividend
reinvestment plan, employee stock ownership plan or similar
plan of the Company may be treated as a single holder of
Company Common Stock for the purposes of Section 2.02(e).

(c) i i ' Wi o
Shareg, No dividends or other distributions with respect to
Newco Common Stock with a record date after the Merger
Effective Time shall be paid to the holder of any - )
unsurrendered Company Certificate or Parent Certificate with
respect to the shares of Newco Common Stock issuable upon
surrender thereof, and no cash payment in lieu of fractional
shares shall be paid to any such holder pursuant to
Section 2.02{(e), until the surrender of such certificate in
accordance with thig Artiecle II. Subject to Applicable Law,
following surrender of any such Certificate, there shall be
paid to the holder of the certificate representing whole
shares of Newco Common Stock issued in exchange therefor,
without interest, (i) at the time of such surrender, the
amount of any cash payable in lieu of a fractional share of
Newco Common Stock to which such holder is entitled pursuant
to Section 2.02(e) and the amount of dividends or other
distributions with a record date after the Merger Effective
Time theretofore paid with respect to such whole shares of
Newco Common Stock, and (ii) at the appropriate payment
date, the amount of dividends or other distributions with a
record date after the Merger Effective Time but prior to
such surrender and a payment date subsequent to such
surrender payable with respect to such whole shares of Newco
Common Stock.
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(d}) No Further Qwpership Rights ipn Parenf Common
Stock or Company Common Stock. The Exchange Consideration

and Mergér Consideration issued (and paid) in accordance
with the terms of this Article II upon conversion and
exchange of any shares of Parent Common Stock or Company
Common Stock, as the case may be, shall be deemed to have
been issued (and paid) in full satisfaction of all rights
pertaining to such shares of Parent Common Stock or Company
Common Stock, gubject, however, to (i) the Surviving
Corporation's obligations to pay or provide for the rights
of dissenters and (ii) the Surviving Corporation's
obligation to pay any dividends or make any other
distributions with a record date prior to the Merger
Effective Time that may have been declared or made by the
Parent on such shares of Parent Common Stock or the Company
on such shares of Company Common Stock, respectively, in
accordance with the terms of this Agreement or prior to the
date of this Agreement and which remain unpaid at the Merger
Effective Time, and after the Merger Effective Time there
shall be no further registration of transfers on the stock
transfer books of the Surviving Corporation of shares of
Parent Common Stock or Company Common Stock that were
outstanding immediately prior to the Merger Effective Time.
If, after the Merger Effective Time, any certificates
formerly representing shares of Parent Common Stcck or
Company Common Stock, as the case may be, are presented to
the Surviving Corporation or the Exchange Agent for any
reason, they shall be canceled and exchanged as provided in
this Article II. '

{e) No Fractiopnal Shares. (i) Except as
otherwise agreed to by the Company and Parent as provided in
Section 2.02(e) (v), no certificates or scrip representing
fractional shares of Newco Common Stock shall be issued upon
the conversion of Company Common Stock pursuant to
Section 2.01, and such fractional share interests shall not
entitle the owner thereof to vote or to any rights of a
holder of Newco Common Stock. For purposes of this Section
2.02(e), all fractional shares to which a single record
holder would be entitled shall be aggregated and
calculations shall be rounded to three decimal places.

(ii) As promptly as practicable following the
Merger Effective Time, the Exchange Agent shall determine
the excess of (A) the number of shares of Newco Common Stock
delivered to the Exchange Agent by Newco pursuant to
Section 2.02(a) over (B) the aggregate number of whole
shares of Newco Common Stock to be issued to holders of
Company Common Stock pursuant to Section 2.02(b) (such
excess being herein called the "Excegs_ Shares"). As soon
after the Merger Effective Time as practicable, the Exchange
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Agent, as agent for the holders of Company Common Stock,
shall sell the Excess Shares at then prevailing prices on
the New York Stock Exchange (the "NYSE"), all in the manner
provided in Section 2.02(e) (iii).

(iii) The sale of the Excess Shares by the
Exchange Agent shall be executed on the NYSE through one or
more member firms of the NYSE and shall be executed in round
lots to the extent practicable. The proceeds from such sale
or sales available for distribution to the holders of
Company Common Stock shall be reduced by transfer taxes in
connection with such sale or sales of the Excess Shares.
Until the net proceeds of such sale or sales have been
distributed to the holders of Company Common Stock entitled
thereto, the Exchange Agent shall hold such proceeds in
trust for such holders of Company Common Stock (the "Common
Shares Truet"). The Exchange Agent shall determine the
portion of the Common Shares Trust to which each holder of a
Certificate shall be entitled, if any, by multiplying the
amount of the aggregate net proceeds comprising the Common
Shares Trust by a fraction, the numerator of which is the
amount of the fractional share interest in a share of Newco
Common Stock to which such holder is entitled under
Section 2.01(b) (ii) (or would be entitled but for this
Section 2.02(e)) and the denominator of which is the aggre-
gate amount of fractional interests in a share of Newco
Common Stock to which all holders of Company Common Stock
are entitled.

(iv) As soon as practicable after the determina-
tion of the amount of cash, if any, to be paid to holders of
Company Common Stock in lieu of any fractional share
interests in Newco Common Stock, the Exchange ARgent shall
make available guch amounts, without interest, to such
holders entitled to receive such cash.

(v) Notwithstanding anything herein to the
contrary, if the Company and Parent so agree prior to the
Closing, Newco may establish a common stock direct share
registration program pursuant to which shareholders would
receive a book entry credit for fractional shares of Newco
Common Stock in lieu of cash as otherwise provided in this
Section 2.02(e). If the Company and Parent agree to have
Newco establish such a program, any reference herein to
fractional shares shall refer to such book entry fractional
shares and no cash will be issued for such shares except as
may be provided by such program. In no event will Newco
isgue certificates or script representing fractional shares.

(f) Termination of Exchange Fund. Any portion of
the Exchange Fund that remains undistributed to the holders
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of Parent Common Stock or Company Common Stock for six
months after the Merger Effective Time shall be delivered to
Newco, upon demand, and any holder of Parent Common Stock or
Company Common Stock who has not theretofore complied with
this Article II shall thereafter look only to Newco for
payment of its claim for Exchange Consideration or Merger
Consideration, as the case may be, and any dividends or
distributions with respect to Newco Common Stock as
contemplated by Section 2.02({c).

(g) No Liability. None of Parent, Newco, the
Company or the Exchange Agent shall be 11ab1e to any person

in respect of any shares of Newco Common Stock (or dividends
or distributions with respect theretc) or cash from the
Exchange Fund delivered to a public official pursuant to any
applicable abandoned property, escheat or similar Applicable
Law. If any Company Certificate or Parent Certificate has
not been surrendered prior to five years after the Merger

Effective Time (or immediately prior to such earlier date on

which Merger Consideration or Exchange Consideration or any
dividends or distributions with respect to Newco Common
Stock as contemplated by Section 2.02(c) {i) in respect of
such Company Certificate or Parent Certificate would
otherwige escheat to or become the property of any
Governmental Entity (as defined in Section 3.05)), any such
shares, cash, dividends or distributions in reepect of such
Company Certificate shall, to the extent permitted by
Applicable Law, become the property cof the Surviving
Corporation, free and clear of all claims or interest of any
person previously entitled thereto.

(h) Investment of Exchange Fund. The Exchange

Agent shall invest any cash included in the Exchange Fund,
as directed by Newco, on a daily basis. BAny interest and

other income resulting from such investments shall be paid
to Newco.

(i} Withholding Rights. Newco shall be entitled

to deduct and withheold from the consideration otherwise
payable to any holder of Parent Common Stock or Company
Common Stock pursuant to this Agreement such amounts as may
be required to be deducted and withheld with respect to the
making of such payment under the Code, or under any
provision of state, local or foreign tax law. To the extent
that amounts are sco withheld and paid over to the
appropriate taxing authority, Newco will be treated as
though it withheld an appropriate amount of the type of
consideration otherwise payable pursuant to this Agreement
to any holder of Parent Common Stock or Company Common
Stock, sold such consideration for an amount of cash equal
to the fair market value of such consideration at the time
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of such deemed sale and paid such cash proceeds to the
appropriate taxing authority.

Section 2.03. Certain 3djustments. If after the

date hereof and on or prior to the Closing Date, the
outstanding shares of Parent Common Stock or Company Common
Stock shall be changed into a different number of shares by
reason of any reclassification, recapitalization, split-up,
combination or exchange of shares, or any dividend payable
in stock or other securities is declared thereon with a
record date within such period, or any similar event shall
occur, the Exchange Consideration and the Merger
Consideration will be adjusted accordingly to provide to the
holders of Parent Common Stock and Company Common Stock,
respectively, the same economic effect as contemplated by
this Agreement prior to such reclassification,
recapitalization, split-up, combination, exchange or
dividend or similar event. This provision is not intended
to affect the need for either party to obtain the other
party's consent to take such an action under any other
provision of this Agreement.

ARTICLE III
n r i

The Company represents and warrants to Parent and
Newco as follows:

SECTION 3.01. ni i i
Each of the Company and each of its subsidiaries (the
"Company Subsgidigries") is duly organized, validly existing
and in good standing {with respect to jurisdictions which
recognize the concept of good standing) under the laws of
the jurisdiction in which it is organized and has full
corporate power and authority and possesses all governmental
franchises, licenseg, permits, authorizations and approvals
necessary to enable it to own, lease or otherwise hold its
properties and assets and to conduct its businesses as
conducted ags of the date of this Agreement, other than such
franchises, licenses, permits, authorizations and approvals
the lack of which, individually or in the aggregate, has not
had and could not reasonably be expected to have a Material
Adverse Effect on the Company (a "Company Material Adverse
Effect"). The Company and each Company Subsidiary is duly
qualified to do business in each jurisdiction where the
nature of its business or their ownership or leasing of its
properties make such qualification necessary, other than
such qualifications the lack of which, individually or in
the aggregate, has not had and could not reasonably be
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expected to have a Company Material Adverse Effect. The
Company has made available to Parent true and complete
copies of the articles of incorporation of the Company, as
amended to the date of this Agreement {(as so amended, the

"Company Charter"), and the By-laws of the Company, as
amended to the date of this Agreement (as so amended, the
"Company By-laws"), and the comparable charter or

organizational documents of each Company Subsidiary, in each
case as amended through the date of this Agreement.

SECTION 3.02. Company Subgidiaries: Equity
Interests. (a) The letter, dated as of the date of this

Agreement, from the Company to Parent and Newco (the
"Company Digclogure Letter"}) lists each Company Subsidiary
and its jurisdiction of organization and specifies each of
the Company Subsidiaries that is (i) a "public-utility
company", a "holding company", a "subsidiary company", an
"affiliate" of any public-utility company, an "exempt
wholesale generator" or a "foreign utility company" within
the meaning of Section 2(a) (5), 2(a)(7), 2(a) (8}, 2(a) (11},
32{(a) (1) or 33(a})(3) of the Public Utility Holding Company
Act of 1935, as amended ("PUHCA"), respectively, (ii) a
"public utility" within the meaning of Section 201 (e} of the
Federal Power Act (the "Power Act") or (iii) a "qualifying
facility" within the meaning ©f the Public Utility
Regulatory Policies Act of 1878, as amended ("PURPA"), or
that owns such a qualifying facility. All the cutstanding
shares of capital stock of each Company Subsidiary have been
validly issued and are fully paid and nonassesgable and,
except as set forth in the Company Disclosure Letter, are
owned by the Company, by another Company Subsidiary or by
the Company and another Company Subsidiary, free and clear
of all pledges, liens, charges, mortgages, encumbrances and
security interests of any kind or nature whatsoever
{collectively, "Liens"}.

(b) Except for its interests in the Company
Subsidiaries and except for the ownership interests set
forth in the Company Disclosure Letter or interests acquired

after the date of this Agreement without violating any

covenant of this Agreement, the Company does not own,
dlrectly or indirectly, any capital stock, membershlp
interest, partnership interest, joint venture interest or
other equity interest with a falr market value as of the
date of this Agreement in excess of $500,000 in any person,
as reasonably determined by the Company.

SECTION 3.03. Capital Structure. (a) The

authorized capital stock of the Company consists 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 Stock were issued and outstanding, {(ii)
264,406 shares of Company Common Stock were held by the
Company in its treasury, (iii) 4,625,691 shares of Company
Common Stock were subject to outstanding Company Employee
Stock Options (as defined in Section 6.04) and

4,700,637 additional shares of Company Common Stock were
reserved for issuance pursuant to the Company Stock Plans
{as defined in Section 6.04), (iv) 368,171 shares of Company
Common Stock were reserved for issuance pursuant to the
Company's Employee Stock Purchase Plan, (v) 164,845 shares
of Company Common Stock were reserved for issuance pursuant
to the Company's 1996 Directors' Fee Plan, (vi) 88,526
shares of Company Common Stock were subject to exchange for
the common stock, $12.50 par value of ComEd, and

(vii) 400,000 shares of Company Common Stock were reserved
for issuance in connection with the rights (the "Company

Rights") issued pursuant to the Rights Agreement dated as of
February 2, 1998 (as amended from time to time, the "Company
Rights Agreemept"), between the Company and First Chicago

Trust Company of New York, as Rights Agent.

{b} Except as set forth in clause (a) of this
Section 3.03 or in the Company Disclosure Letter, at the
close of business on RAugust 31, 1999, no shares of capital
stock or other voting securities of the Company were issued,
regerved for issuance or outstanding.

(c) All outstanding shares of Company Common
Stock are, and all such shares that may be issued prior to
the Merger Effective Time will be when issued, duly
authorized, wvalidly issued, fully paid and nonassessable and
not subject to or issued in violation of any purchase
option, call option, right of first refusal, preemptive
right, subscription right or any eimilar right under any
provision of the IBCA, the Company Charter, the Company By-

* laws or any Contract (as defined in Section 3.05) to which

the Company is a party or otherwise bound.

{d} There are not any bonds, debentures, notes or
other indebtedness of the Company having the right to vote
(or convertible into, or exchangeable for, securities having
the right to vote) on any matters on which holders of

Company .Common Stock may vote ("Voting Company Debt™").

(e} Except as set forth in clause (a) of this
Section 3.03 or in the Company Disclosure Letter, as of the
date of this Agreement, there are not any options, warrants,
rights, convertible or exchangeable securities, "phantom"
stock rights, stock appreciation rights, stock-based
performance units, commitments, Contracts, arrangements oY
undertakings of any kind to which the Company or any Company
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Subsidiary is a party or by which any of them is bound

(i) obligating the Company or any Company Subsidiary to
issue, deliver or sell, or cause to be issued, delivered or
sold, additional shares of capital stock or other equity
intereste in, or any security convertible or exercisable for
or exchangeable into any capital stock of or other equity
interest in; the Company or of any Company Subsidiary or any
Voting Company Debt or (ii) obkligating the Company or any
Company Subsidiary to issue, grant, extend or enter into any
such option, warrant, call, right, security, commitment,
Contract, arrangement or undertaking.

() As of the date of this Agreement, except as
described in the Company Disclosure Letter, there are not
any outstanding contractual obligations of the Company or
any Company Subsidiary to repurchase, redeem or otherwise
acquire any shares of capital stock of the Company or any
Company Subsidiary.

(g) The Company has delivered to Parent a
complete and correct copy of the Company Rights Agreement,
as amended to the date of this Agreement.

SECTICON 3.04. Authority: Execution and Delivery;
Enforceability. {a) The Company has all requisite

corporate power and authority to execute and deliver this
Agreement and to consummate the Transactions. The execution
and delivery by the Company of this Agreement and the
consummation by the Company of the Transactions have been
duly authorized by all necessary corporate action on the
part of the Company, subject, in the case of the Second Step
Merger, to receipt of the Company Shareholder- Approval (as
defined in Section 3.04{c)). The Company has duly executed
and delivered this Agreement, and this Agreement constitutes
its legal, wvalid and binding obligation, enforceable against
it in accordance with its terms.

' (b) The Board of Directors of the Company (the
" n "), at a meeting duly called and held, duly
and unanimously adopted resolutions (i) approving this
Agreement., the Merger and the other Transactions,
(ii) determining that the terms of the Second Step Merger
and the other Transactions are fair to and in the best
interests of the Company and its shareholders and
(iii) directing that this Agreement be submitted to a vote
of the Company's shareholders and recommending that they
approve this Agreement. Such resoclutions are sufficient to
render inapplicable to Parent and Newco and this Agreement,
to the extent otherwise applicable, the Merger and the other
Transactions the provisions of Sections 7.85 and 11.75 of
the IBCA. To the Company's knowledge, no other state
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takeover statute or similar statute or regulation applies or

.purports to apply to the Company with respect to this

Agreement, the Second Step Merger or any other Transaction.

{c} The only vote of holders of any class or
series of Company securities necessary to approve and adopt
this Agreement and the Second Step Merger is the approval of
this Agreement by the holders of at least two-thirds of the
shares of outstanding Company Common Stock entitled to vote
{the "Company Shareholder Approval"). The affirmative vote
of the holders of Company Common Stock, or any of them, is
not necessary to consummate any Transaction other than the
Second Step Merger.

SECTION 3.05. No Conflicts: Consents.
(2) Except as set forth in the Company Disclosure Letter,
the execution and delivery by the Company of this Agreement
does not, and the consummation of the Merger and the other

. Transactions and compliance with the terms hereof and

thereof will not, conflict with, or result in any viclation
of or default (with or without notice or lapse of time, or
both) under, or give rise to a right of termination,
consent, approval, cancelation or acceleration of any
obligation or to loss of a material benefit under, or to
increased, additional, accelerated or guaranteed rights or
entitlements of any person under, or result in the creation
of any Lien upon any of the properties or assets of the
Company or any Company Subsidiary under, any provision of
(i) the Company Charter, the Company By-laws or the
comparable charter or organizational documents of any
Company Subsidiary, (ii} any loan or credit agreement,
contract, lease, license, indenture, note, bond, agreement,
permit, concession, franchise or other instrument (a
"Contract") to which the Company or any Company Subsidiary
is a party or by which any of their respective properties or
assets is bound or (iii}) subject to the filings and other
matters referred to in Section 3.05(b), any judgment, order
or decree ("Juddgment") or statute, law, ordinance, rule or
regulation ("Applicable Law") or writ, permit or license
applicable to the Company or any Company Subsidiary or their
respective properties or assets (other than immaterial
congents, approvals, licenses, permits, orders,
authorizations, registrations, declarations or filings,
including with respect to communications systems, zoning,
name changes, occupancy and similar routine regulatory
approvals), other than, in the case of clauses (ii} and
(iii) above, any such items that, individually or in the
aggregate, have not had and could not reasonably be expected
to have a Company Material Adverse Effect.
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inapplicable to this Agreement, the Merger and the other
Transactions and (ii) ensure that {(A) neither Parent nor any
of its affiliates or associates is or will become an
"Acquiring Person" (as defined in the Company Rights
Agreement) by reason of this Agreement, the Merger or any
other Transaction, (B) a "Distribution Date" (as defined in
the Company Rights Agreement) shall not occur by’ reason of
this Agreement, the Merger or any other Transaction and

{C} the Company Rights shall expire immediately prior to the
Mexrger Effective Time.

SECTION 3.06. EC e ; Un
Liabilities. The Company and the Company Subsidiaries have
filed all reports, schedules, forms, statements and othex
documents required to be filed by the Company or any Company
Subsidiary with the SEC since January 1, 1928 (the "Company
SEC Documentsg"). Each Company SEC Document complied in all
material respects as of its respective date with the
requirements of the Exchange Act or the Securities Act of
1933, as amended (the "Securities Act"), as the case may be,
and the rules and regulations of the SEC promulgated
thereunder applicable to such Company SEC Document, and
except to the extent that information contained in any
Company SEC Document has been revised or superseded by a
later filed Company SEC Document, does not contain any
untrue statement of a material fact or omit to state a
material fact required to be stated therein or necessary in
order to make the statements therein, in light of the
circumstances under which they were made, not misleading.
The consolidated financial statements of the Company
included in the Company SEC Documents comply as to form in
all material respects with applicable accounting
requirements and the published rules and regulations of the
SEC with respect thereto, have been prepared in accordance
with generally accepted accounting principles ("GAAP")
(except, in the case of unaudited statements, as permitted
by Form 10-Q of the SEC) applied on a consistent basis
during the periocds involved (except as may be indicated in
the notes thereto) and fairly present the consolidated
financial position of the Company and its consolidated
subsidiaries as of the dates thereof and the consolidated
results of their operations and cash flows for the periods
then ended (subject, in the case of unaudited statements, to
normal year-end audit adjustments). Except as set forth in
the Filed Company SEC Documents {as defined in Section 3.08)
or the Company Disclosure Letter or incurred after the date
hereof in the usual, regular and ordinary course of business
in substantially the same manner as previously conducted and
not prohibited by this Agreement, neither the Company nor
any Company Subsidiary has any liabilities or obligations of
any nature (whether accrued, absolute, contingent or
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otherwise) required by GAAP to be set forth on a
consolidated balance sheet of the Company and its
consolidated subsidiaries or in the notes thereto and that,
individually or in the aggregate, could reasocnably be
expected to have a Company Material Adverse Effect.

SECTION 3.07. Information Su ied. None of the
information supplied or tec be supplied by the Company for
inclusion or incorporation by reference in (i) the
registration statement on Form S-4 to be filed with the SEC
by Newco in connection with the Share Issuance (the "Form S-
4") will, at the time the Form S-4 is filed with the SEC, at
any time it is amended or supplemented or at the time it
becomes effective under the Securities Act, contain any
untrue statement of a material fact or omit to state any
material fact required to be stated therein or necessary to
make the statements therein not misleading, or (ii) the
Proxy Statement will, at the date it is first mailed to the
Company's shareholders or Parent's shareholders or at the
time of the Company Shareholders Meeting (as defined in
Section 6.01) or the Parent Shareholders Meeting (as defined
in Section 6.01)}, contain any untrue statement of a material
fact or omit to state any material fact required to be
stated therein or necessary in order tc make the statements
therein, in light of the circumstances under which they are
made, not misleading. The Proxy Statement will comply as to
form in all material respects with the requirements of the
Exchange Act and the rules and regulations thereunder,
except that no representation is made by the Company with
respect to statements made or incorporated by reference
therein based on information supplied by or on behalf of
Parent or Newco for inclusion or incorporation by reference
in the Proxy Statement.

SECTICN 2.08. Absence of Certain Chapnges or

Events. Except as disclosed in the Company SEC Documents
filed and publicly available prior to the date of this

Agreement (the "Filed Company SEC Documents") or in the

Company Disclosure Letter:

(a} since December 31, 1998, there has not been
any event, change, effect or development that, individually
or in the aggregate, has had or could reasonably be expected
to have -a Company Material Adverse Effect, other than
events, changes, effects and developments relating to the
economy in general or to the Company's industry in general
and not specifically relating to the Company or any Company
Subsidiary; and

(b) from December 31, 1998 to the date of this
Agreement, the Company has conducted its business only in
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the ordinary course, and during such period there has not
been:

(i) any declaration, setting aside or payment of
any dividend or other distribution (whether in cash,
stock or property) with respect to any Company Common
Stock or any repurchase for value by the Company of any
Company Common Stock;

(ii) any split, combination or reclassification of
any Company Common Stock or any issuance or the
authorization of any issuance of any other securities
in respect of, in lieu of or in substitution for shares
of Company Common Stock; or

(iii) any change in accounting methods, principles
or practices by the Company or any Company Subsidiary
materially affecting the consolidated assets,
liabilities or results of operations of the Company,
except insofar as may have been required by a change in
GAAP .

SBECTION 2.09. Taxes. (a) Each of the Company
and each Company Subsidiary has timely filed, or has caused
to be timely filed on its behalf, all Tax Returns regquired
to be filed by it (or requests for extensions to file such
Tax Returns have been timely filed and granted and have not
expired), and all such Tax Returns are true, complete and
accurate, except to the extent any failure to file or any
inaccuracies in any filed Tax Returns would not,
individually or in the aggregate, have a Company Material
Adverse Effect. All Taxes shown to be due on such Tax
Returns, or otherwise owed by the Company or any Company
Subsidiary, have been timely paid, except to the extent that
any failure to pay, individually or in the aggregate, has
not had and could not reasonably be expected to have a
Company Material Adverse Effect.

{(b) Except as set forth in the Company Disclosure
Letter, the most recent financial statements contained in
the Filed Company SEC Documents reflect an adeguate reserve
for all current Taxes payabie by the Company and the Company
Subsidiaries (in addition to any reserve for deferred Taxes
established to reflect timing differences between book and
Tax income) for all Taxable periods and portions thereof
through the date of such financial statements. Except as
set forth in the Company Disclosure Letter, no deficiency
with respect to any Taxes has, to the best knowledge of the
Company, been proposed, asserted or assessed against the
Company or any Company Subsidiary, and no requests for
waivers of the time to assess any such Taxes are pending,
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except to the extent any such deficiency or request for
waiver, individually or in the aggregate, has not had and
could not reasonably be expected to have a Company Material
Adverse Effect.

(c) The Federal income Tax Returns of the Company
and each Company Subsidiary consolidated in such Returns
have been examined by and settled with the United States
Internal Revenue Service for all years through 1995. Except
as set forth in the Company Disclosure Letter, all material
assessments for Taxes due with respect to such completed and
settled examinations or any concluded litigation have been
fully paid. '

(d) There are no material Liens for Taxes (other
than for current Taxes not yet due and payable) on the
assets of the Company or any Company Subsidiary. Except as
set forth in the Company Disclosure Letter, neither the
Company nor any Company Subsidiary is bound by any agreement

"with resgpect to Taxes.

(e) The Company and each Company Subsidiary have
complied with all applicable statutes, laws, ordinances,
rules and regulations relating to the payment and
withholding of taxes (including withholding of taxes
pursuant to Sections 1441, 1442, 3121 and 3402 of the Code
or similar provisions under any Federal, state or local
laws, domestic and foreign) and have, within the time and in
the manner prescribed by law, withheld from and paid over to
the proper governmental authorities all amounts required to
be so withheld and paid over under applicable laws, except
to the extent that any failure to withhold or to pay, _
individually or in the aggregate, has not had and could not
reasonably be expected tc have a Company Material Adverse
Effect.

(£} The Company knows of no fact and neither the
Company nor any Company Subsidiary has taken or agreed to
take any action that could reasonably be expected to prevent
(i) the Merger from constituting transactions described in-
Section 351 of the Code or (ii) the Second Step Merger from
constituting a transaction described in Section 368 (a) of
the Code.

(g) For purposes of this Agreemernt :

"Taxes" includes all forms of taxation, whenever
created or imposed, and whether of the United States or
elsewhere, and whether imposed by a local, municipal, state,
foreign, Federal or other Governmental Entity, or in
connection with any agreement with respect to Taxes,
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including all interest, penalties and additions imposed with
respect to such amounts.

"Pax Return" means all Federal, state, local,
provincial and foreign Tax returns, declarations,
statements, reports, schedules, forms and information
returns and any amended Tax return required to be filed with
any taxing authority with respect to Taxes.

SECTION 3.10. Absence of Changes in Benefit
Plans. Except as disclosed in the Company Disclosure
Letter, from December 31, 1998 to the date of this
Agreement, there has not been any adoption or amendment in
any material respect by the Company or any Company
Subsidiary of (a) any collective bargaining agreements,
(b} any bonus, pension, profit sharing, deferred
compensation, incentive compensation, stock ownership, stock
purchase, stock option, phantom stock, retirement, vacation,
severance, disability, death benefit, hospitalization,
medical or other plan, program, policy, arrangement or
understanding (whether or not legally binding) providing
benefits to any current or former employee, officer or
director of the Company or any Company Subsidiary or any
beneficiary or dependent thereof, that is sponsored or
maintained by the Company or any Company Subsidiary or to
which the Company or any Company Subsidiary contributes or
is obligated to contribute (collectively, "Company Benefit
Plang") or {(¢) any Company Employment Arrangements (as
defined herein). Except as disclosed in the Company
Disclosure Letter, as of the date of this Agreement there
are not any employment, consulting, indemnification, change-
of -control, severance or termination agreements or
arrangements between the Company or any Company Subsidiary
and any current or former employee, officer or director of
the Company or any Company Subsidiary {(collectively, the

"Company Employment Arrangements").

SECTION 3.11. SA C liance; Parac
Payments. (a) The Company Disclosure Letter includes a
complete list of all material Company Benefit Plans and
Company Employment Arrangements as of the date of this
Agreement. With respect to each Company Benefit Plan {(other
than a multiemployer plan within the meaning of
Section 4001 (a) (3) of ERISA) and Company Employment
Arrangement, the Company has delivered to Parent true,
complete and correct copies of (i} each such Company Benefit
Plan or Company Employment Arrangement (or, in the case of
any unwritten plan or arrangement, a description thereof),
(ii) the most recent annual report on the applicable
Form 5500 series filed with the Intermal Revenue Service (if
any such report was required), including all schedules and
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attachments thereto, (iii) the most recent summary plan
description (if a summary plan description is required) and
all summaries of material modifications thereto, (iv) each
trust agreement, group annuity contract or other funding
vehicle relating to any such Company Benefit Plan or Company
Employment Arrangement, (v} the most recent actuarial report
or valuaticn relating thereto and (vi} the most recent
determination letters issued by the Internal Revenue Service
with respect to Company Benefit Plans that are intended to
be qualified and exempt from Federal income taxes under
Sections 401{a) and 50l(a), respectively, of the Code
("Qualified Plans")} and letters of recognition of exemption
with respect to any Company Benefit Plan or related trust
that is intended to.meet the requirements of Section

501 (c) (9} of the Code.

{b) With respect to the Company Benefit Plans and
Company Employment Arrangementg, individually and in the
aggregate, no event has occurred and, to the knowledge of
the Company, there exists no ceondition or set of .'
circumstances, in connection with which the Company or any
Company Subsidiary could be subject to any liability that
has had or could reasonably be expected to have a Company
Material Adverse Effect ({(except liability for benefits
claims and funding obligations payable in the ordinary
course} under the Employee Retirement Income Security Act of
1974, as amended ("ERISA"), the Code or any other applicable
law. For purposes of this Section 3.11(b}, the term
"Company Benefit Plan" shall also include any employee
benefit plan within the meaning of Section 3(3) of ERISA
that, within the last six years, was sponsored or maintained
by any entity which would be treated under Section 414 of
the Code as a single employer with the Company or any

Company Subsidiary or to which any such entity contributed
or was obligated to contribute.

{c}) Each Company Benefit Plan and each Company
Employment Arrangement has been administered in accordance
with its terms except for any failures so to administer any
Company Benefit Plan or Company Employment Arrangement as
have not had and could not reasonably be expected to have,
individually or in the aggregate, a Company Material Adverse
Effect. The Company, all Company Subsidiaries and all the
Company Benefit Plans and Company Employment Arrangements
are in compliance with the applicable provisions of ERISA,
the Code and all other applicable laws and the rules and
regulations thereunder and the terms of all applicable
collective bargaining agreements, except for any failures to
be in such compliance as have not had and could not
reasonably be expected to have, individually or in the

aggregate, a CompanylMaterial Adverse Effect. Except as
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disclosed in the Company Disclosure Letter, there are no
pending or, to the knowledge of the Company, threatened or
anticipated claims under or with respect to any Company
Benefit Plan or Company Employment Arrangement by or on
behalf of any current or former employee, officer or
director, or dependent or beneficiary thereof, or otherwise
(other than routine claims for benefits).

(d) Except as disclosed in the Company Disclosure
Letter, {(i) no current or former employee, officer or
director of the Company or any Company Subsidiary will be
entitled to any additional rights or benefits or any
acceleration of the time of payment or vesting of any
benefits under any Company Benefit Plan or Company
Employment Arrangement, and no trustee under any "rabbi
trust”, or similar arrangement maintained in connection with
any Company Benefit Plan or Company Employment Arrangement
will be entitled to any payment, as a result (either alone
or upon the occurrence of any additional or further acts or
events) of the execution of this Agreement or the
consummation, announcement or other actions relating to the
Transactions and .(ii} no amount payable to any current or
former employee, officer or director of the Company or any
Company Subsidiary will fail to be deductible by reason of
Section 280G of the Code.

(e} Each Company Benefit Plan intended to be a
Qualified Plan has received a favorable determination letter
from the Internal Revenue Service that it is so qualified
and nothing has occurred since the date of such letter that
could reasonably be expected to affect the gqualified status
of such Company Benefit Plan.

(f) The aggregate accumulated benefit obligations
cf each Company Benefit Plan subject to Title IV of ERISA
{(as of the date of the most recent actuarial valuation
prepared for such Company Benefit Plan) do not exceed the
fair market value of the assets of such plan (as of the date
of such valuation).

{g) All contributions and other payments required
to have been made for any completed historical period by the
Company or any Company Subsidiary to any Company Benefit
Plan or Company Employment Arxrangement (or to any person
pursuant to the terms thereof) have been timely made or paid
in full, or, to the extent not required to be made or paid
for such period, have been reflected in the consclidated
financial statements of the Company.

(h) Except as disclosed in the Company Disclosure
Letter, no Company Benefit Plan is a multiemployer plan
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within the meaning of Section 4001 (a) (3) of ERISA, and none
of the Company or any Company Subsidiary has, at any time
during the last six years, contributed to or been obligated
to contribute to any such multiemployer plan For purposes
of the representations and warranties made in the last
sentence of Section 3.11(c) and in Sections 3.11(e) and (f),
the term "Company Benefit Plan" shall be deemed to exclude

any such multiemployer plan.

SECTION 3.12. Litigation. Except as disclosed in
the Filed Company SEC Documents or in the Company Disclosure
Letter, there is no suit, action or proceeding pending or,
to the knowledge of the Company, threatened against the
Company or any Company Subsidiary that, individually or in
the aggregate, has had or could reasconably be expected to
have a Company Material Adverse Effect, nor is there any
Judgment outstanding against the Company or any Company
Subsidiary that has had or could reasonably be expected to
have a Company Material Adverse Effect.

SECTION 3.13. iance with i ws
Permite. (a) Except as dieclosed in the Filed Company SEC
Documents or in the Company Disclosure Letter, the Company
and the Company Subsidiaries are in compliance with the
terms of all Company Permits (as defined in Section 3.13 (b))
and all Applicable Laws, except for instances of
noncompliance that, individually and in the aggregate, have
net had and could not reascnably be expected to have a
Company Material Adverse Effect. This Section 3.13 does not
relate to matters with respect to Taxes, which are the
subject of Section 3.09, Environmental Laws, which are the
subject of Section 3.17, benefits plans, which are the
subject of Section 3.11 and the operation of nuclear power
plants, which are the subject of Section 3.19.

{(b) Except as disclosed in the Filed Company SEC
Documents or in the Company Disclosure Letter, the Company
and the Company Subsidiaries own or have sufficient rights
and consents to use under existing franchises, permits,
easements, leases, and license agreements (the "Company .
Permits") all properties, rights and assets necessary for
the conduct of their business and operations as currently
conducted, except where the failure to own or have
sufficient rights to such properties, rights and assets,
individually or in the aggregate, have not had and could not
reasonably be expected to have a Company Material Adverse
Effect. Except as provided in the Illinois Electric
Customer Choice and Rate Relief Law of 1997, to the
knowledge of the Company, no other private corporatlon can
commence electric public utility operations in any part of
the respective territories now served by the Company or any
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Company Subsidiary, without obtaining a certificate of
public convenience and necessity from the applicable state
utility commission.

SECTION 3.14. rokers: Schedule es_and
Expenses. No broker, investment banker, financial advisor
or other person, other than Wasserstein Perella & Co. and
Goldman Sachs & Co., the fees and expenses of which will be
paid by the Company, is entitled to any broker's, finder's,
financial advisor's or other similar fee or commission in
connection with the Second Step Merger and the other
Transactions based upon arrangements made by or on behalf of
the Company.

SECTION 3.15. OQOpinion of Financial Advisor. The

Company has received the opinion of Wasserstein Perella &
Co., dated as of January 6, 2000, to the effect that, as of
such date, the Company Merger Consideration is fair to the -
holders of Company Common Stock from a financial point of
view, a signed copy of which opinion has been delivered to
Parent.

SECTION 3.16. Yegr 2000. The Company SEC
Documents fairly summarize the status of the Company's
computer applications and components, modification or
readiness plan, communications with suppliers and vendors,
contingency plans and estimated cost of remediation as they
relate to the Year 2000 issue. The Company has made
available to Parent copies of all correspondence between the

' Company and its third party suppliers and vendors concerning

their Year 2000 compliance.

SECTION 3.17. nvir ta r
(a) Compliance. Except as set forth in the Filed Company
SEC Documents or in the Company Disclosure Letter, the
Company and each of the Company Subsidiaries is and has been
in compliance with all applicable Environmental Laws {as
defined below), except where the failure to so comply,
individually or in the aggregate, has not had and could not
riisonably be expected to have a Company Material Adverse
Effect.

(b} Environmental Permits. Except as set forth

in the Filed Company SEC Documents or in the Company
Disclosure Letter, (i) the Company and each of the Company
Subsidiaries has obtained or has applied for all
Environmental Permits (as defined below) necessary for the
construction of their facilities or the conduct of their
operations, except where the failure to so obtain,
individually or in the aggregate, has not had and could not
reasonably be expected to have a Company Material Adverse
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Effect and (ii) all such Environmental Permits are in good
standing or, where applicable, a renewal application has
been timely filed and is pending agency approval, except
where the failure of such Environmental Permits to be in
good standing or to have filed a renewal application on a
timely basis has not had and could not reasonably be
expected to have, individually or in the aggregate, a
Company Material Adverse Effect.

{c} Environmental Claims. Except as set forth in

the Filed Company SEC Documents or in the Company Disclosure
Letter, there are no Environmental Claims {as defined below)
that have had or could reasonably be expected to have,
individually or in the aggregate, a Company Material Adverse
Effect, pending or, to the knowledge of the Company,
threatened against the Company or any of the Company
Subsgidiaries,

(d) Releases. Except as set forth in the Filed
Company SEC Documents or in the Company Disclosure Letter,
there have been no Releases (as defined below) of any
Hazardous Materials (as defined below) that could be
reasonably likely to form the basis of any Environmental
Claim against the Company or any of the Company
Subsidiaries, except for any Environmental Claim which,
individually or in the aggregate, has not had and could not
reasonably be expected to have a Company Material Adverse
Effect. :

(e) Assumed and Retained Liabjlities. Except as
disclosed in the Filed Company SEC Documents or in the
Company Disclosure Letter, none of the Company or the
Company Subsidiaries has retained or assumed either
contractually or by operation of law any liabilities or
obligations that could reasonably be likely to form the
basis for any Environmental Claim, which has had and could
reasonably be expected to have, individually or in the
aggregate, a Company Material Adverse Effect.

(f) Dpefinitions. As used in this Agreement:
(i} rEnvironmental Claims" means, in respect of

any person, any and all administrative, regulatory or
judicial actione, suits, orders, decrees, suits,
demands, directives, claims, liens, investigations,
proceedings or notices of noncompliance or violation by
any person, alleging potential liability (including
potential responsibility or liability for enforcement
costs, investigatory costa, cleanup costs, governmental
response costs, removal costs, remedial costs, mining
restoration or rehabilitation costs, natural resources
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damages, property damages, personal injuries or
penalties) arising out of, based on or resulting from
{A) the presence or Release of any Hazardous Materials
at any leocation, whether or not owned, operated, leased
or managed by such person; or (B) circumstances forming
the basis of any vioclation or alleged violation of any
Environmental Law or (C) any and all claims by any
third party seeking damages, contribution, indemni-
fication, cost recovery, compensation or injunctive
relief resulting from the presence, Release of, or
exposure to, any Hazardous Materials.

(ii} “Environmental Laws" means all federal,
state, local and foreign laws (including international
conventions, protocels and treaties), common law,
rules, regulations, orders, decrees, judgments, binding
agreements or Environmental Permits issued, promulgated
or entered into by or with any Governmental Entity,
relating to pollution or the environment (including
ambient air, surface water, groundwater, land surface
or subsurface strata), including laws and regulations
relating to noise levels, nuclear operations, Releases
of Hazardous Materials, or otherwise relating to the
generation, manufacture, processing, distribution, use,
treatment, storage, transport or handling of Hazardous
Materials.

(iii) T"Enviropmental Pexrmits" means all permits,
licenses, registrations and other governmental
authorizations required under applicable Environmental
Laws.

(iv) "Hazardous Matexjals" means (A) any petroleum
or petroleum products, radicactive materials or wastes,
spent nuclear fuel, coal ash, asbestos in any form that
is or could become friable, urea formaldehyde foam
insulation and polychlorinated biphenyls ("PCBg");

(B) any chemicals, materials, substances or wastes
which are defined as or included in the definition of
"hazardous substances," "hazardous wastes," "hazardous
materials," "extremely hazardous wastes," "restricted
hazardous wastes," "pollutant," "toxic gubstances,"
"source," "special nuclear," and "byproducts" or words
of similar import under any Environmental Law; and

(C} any chemical, material, substance or waste that is
prohibited, limited or regulated pursuant to any
Environmental Law.

{v) "Tg;gggg" means any actual or threatened
relegse, 8pill, emission, leaking, dumping, injection,
pouring, deposit, digposal, discharge, digpersal,
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leaching or migration intc the environment (including
ambient air, surface water, groundwater, land surface
or subsurface strata) or within any building,
structure, facility or fixture.

SECTION 3.18. Labor d_Emplovee .
{a) Except as set forth in the Company Disclosure Letter,
(i) neither the Company nor any of the Company Subsidiaries
is a party to any collective bargaining agreement or other
labor agreement with any union or labor organization and
{i1) to the knowledge of the Company, there is no current
union representation question involving employees of the
Company or any of the Company Subsidiaries, nor does the
Company have knowledge of any activity or proceeding of any
labor organization {or representative thereof) or employee
group to organize any such employees, except te the extent
it, individually or in the aggregate, has not had and could

not reasonably be expected to have a Company Material
~ Adverse Effect.

(b) Except as set forth in the Company Disclosure
Letter, or except to the extent the following, individually
or in the aggregate, have not had and could not reasonably
be expected to have a Company Material Adverse Effect,
(A) there is no unfair labor practice, employment
discrimination or other charge, claim, suit, 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 authority or any
arbitrator and (B) there is no strike, 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. OQOperations of Nuclear Power Plants.
Except as set forth in the Filed Company SEC Documents or in
the Company Dieclosure Letter, (a) the operations of the
nuclear generation stations (collectively, the "Company
Nuclear Facilities") currently or formerly owned, in whole
or part, by the Company or any of its affiliates are and
have been conducted in compliance with all Applicable Laws
and Company Permits, except for such failures to comply
that, individually or in the aggregate, have not had and
could not reasonably be expected to have a Company Material
Adverse Effect, (b) each of the Cowmpany Nuclear Facilities
maintains, and is in compliance with, (i) emergency plans
designed to respond to an unplanned Release therefrom of
radicactive materials, (ii) plans for the decommigsioning of
each of the Company Nuclear Facilities, (iii) plans for the
storage and disposal of spent nuclear fuel, and each such
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plan enumerated in (i) through (iii} conform with the
requirements of Applicable Law, and (c) the Company has
funded consistent with reasonable budget projections the
current or future decommissioning of each Company Nuclear
Facility and the storage and disposal of spent nuclear fuel.

SECTION 3.20. Parent Share Ownership. Neither
the Company nor any Company Subsidiary owns any shares of
Parent Capital Stock or other securities convertible into

Parent Capital Stock.

SECTION 3.21. lati a zili ComEd is
regulated as a public utility by the State of Illinois.
Commeonwealth Edison Company of Indiana, Inc., an Indiana
corporation, is regulated as a public utility by the State
of Indiana and by no other state. Except as set forth in
the previocus sentence, neither the Company nor any
"gubsgidiary company" or "affiliate®” of the Company is
subject to requlation as a public utility or public service
company (or similar designation) by any other state in the
United States or any foreign country. The Company and ComEd
are public utility holding companies as defined by PUHCA,
but currently claim exemptions from registration under PUHCA
under Sections 3(a) (1) and 3(a) (2}, respectively, of PUHCA
pursuant to orders of the SEC issued thereunder.

SECTION 3.22. Contracts: No Default. Except as

disclosed in the Filed Company SEC Documents or entered into
after the date of this Agreement without viclating any
covenant of this Agreement, there are no contracts or
agreements that are material to the business, properties,
assets, condition (financial or otherwise), results of
operations or prospects of the Company and the Company
Subsidiaries taken as a whole., Neither the Company nor any
of the Company Subsidiaries is in viclation of or in default
under (nor does there exist any condition which upon the
passage of time or the giving of notice would cause such a
violation of or default under) any loan or credit agreement,
note, bond, mortgage, indenture, lease, permit, concession,
franchise, license or any other contract, agreement,
arrangement or understanding, to which it is a party or by
which it or any of its properties or assets is bound, except
for violations or defaults that have not had and could not
reasonably be expected to have, individually or in the
aggregate, a Company Material Adverse Effect.

SECTION 3.23. Title to Properties. Except as set

forth in the Company Disclosure Letter each of the Company
and each of the Company Subsidiaries has good and sufficient
title to its physical properties and assets, or valid
leasehold interests, easements or other appropriate
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interests therein or thereto sufficient to conduct its
business as presently conducted or intended to be conducted,
except for such as are no longer used or useful in the
conduct of its businesses or as have been disposed of in the
ordinary course of business and except for Liens, defects in
title, easements, restrictive covenants and similar
encumbrances or impediments set forth in the Company
Disclosure Letter or that, in the aggregate, do not and will
not materially interfere with its ability to conduct its
business as currently conducted or intended to be conducted.

SECTION 3.24. Intellectual Property. The Company
and the Company Subsidiaries own, or are validly licensed or
otherwise have the right to use, all patents, patent rights,
trademarks, trademark rights, trade names, trade name
rights, service marks, service mark rights, copyrights and
other proprietary intellectual property rights and computer
programs (collectively, "Intellectual Property Rights")
which are material to the conduct of the business of the
Company and the Company Subsidiaries, taken as a whole.
Except as set forth in the Company Disclosure Letter, no
claims are pending or, to the knowledge of the Company,
threatened that the Company or any of the Company
Subsidiaries is infringing or otherwise adversely affecting
the rights of any person with regard to any Intellectual
Property Right. To the knowledge ¢f the Company, except as
set forth in the Company Disclosure Letter, no person is
infringing the rights of the Company or any of the Company
Subsidiaries with respect to any Intellectual Property Right
except as has not had and could not reasonably be expected
to have a Company Material Adverse Effect.

Section 3.25. Hedging. Except as set forth in
the Company Disclosure Letter, none of the Company or the
Company Subsidiaries engages in any natural gas, electricity
or other futures or options trading or is a party to any
price swaps, hedges, futures or similar instruments, except
for transactions and agreements entered into, or hedge
contracts, for the purchase or sale of electricity or
hydrocarbons to which the Company or any Company Subsidiary
is a party that are in accordance with the general practices
of other similarly situated companies in the industry.

Section 3.26. Regulatory Proceedings. Except as

set forth in the Company Disclosure Letter, and other than
fuel adjustment or purchase gas adjustment or similar
adjusting rate mechanisms, none of the Company or the
Company Subgidiaries all or part of whose rates or services
are regulated by a Governmental Entity (a} is a party to any
rate proceeding before a Governmental Entity that would
reasonably be expected to result in orders having a Company
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Material Adverse Effect or (b) has rates that have been or
are being collected subject to refund, pending final
resolution of any rate proceeding pending before a
Governmental Entity or on appeal to a court.

ARTICLE IV
regentations and Warranti of P New

Parent and Newco, jointly and severally, represent
and warrant to the Company as follows:

SECTION 4.01. QOrganization, Standing and Power.
Each of Parent and each of its subsidiaries, including Newco
{the "Parent Subsidiaries"), is duly organized, validly

exigting and in good standing under the laws of the
jurisdiction in which it is organized and has full corporate
power and authority and possesses all governmental
franchises, licenses, permits, authorizations and approvals
necessary to enable it to own, lease or otherwise hold its
properties and assets and to conduct its businesses as
conducted as of the date of this Agreement, other than such
franchises, licenses, permits, authorizations and approvals
the lack of which, individually or in the aggregate, has not
had and could not reasonably be expected to have a Material
Adverse Effect on Parent {(a "Parent Material Adverse
Effect"). Parent and each Parent Subsidiary is duly
gqualified to do business in each jurisdiction where the
nature of its business or their ownership or leasing of its
properties make such qualification necessary, other than
such qualificaticons the lack of which, individually or in
the aggregate, has not had and could not reasonably be
expected to have a Parent Material Adverse Effect. Parent
has made available to the Company true and complete copies
of the amended and restated articles of incorporation of
Parent, as amended to the date of this Agreement (as so
amended, the "Parent Charter"), and the By-laws of Parent,
as amended to the date of this Agreement (as so amended, the
"Parent By-laws"), and the comparable charter or
organizational documents of Newco and each other Parent
Subsidiary, in each case as amended through the date of this
Agreement .

SECTION 4.02. S idiaries; i
Interests. (a) The letter, dated as of the date of this
Agreement, from Parent to the Company (the "Parent
Disclosure Letter") lists each Parent Subsidiary and its
jurisdiction of organization and specifies each of the
Parent Subsidiaries that is, and as of the date of this
Agreement AmerGen (as hereinafter defined is not), (i} a
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"public-utility company”, ‘a "holding company", a "subsidiary
company", an "affiliate" of any public-utility company, an
"exempt wholesale generator" or a "foreign utility company"
within the meaning of Section 2(a) (5), 2(a) (7), 2{(a) (8),
2(a) (11), 32(a) (1) or 33(a) {3) of PUHCA, respectively, (ii}
a "public utility" within the meaning of Section 201{e) of
the Power Act or (iii) a "qualifying facility" within the
meaning of PURPA, or that owns such a qualifying facility.
All the outstanding shares of capital stock of each Parent
Subsidiary have been validly issued and are fully paid and
nonassessable ‘and, except as sBet forth in Parent Disclosure
Letter, are owned by Parent, by another Parent Subsidiary or
by Parent and another Parent Subsidiary, free and clear of
all Liens.

{b) Except for its interests in Parent
Subsidiaries and except for the ownership interests set
forth in Parent Disclosure Letter or interests acquired
after the date of this Agreement without violating any
covenant of this Agreement, Parent does not own, directly or
indirectly, any capital stock, membership interest,
partnership interest, joint venture interest or other equity
interest with a fair market value as of the date of this
Agreement in excess of $500,000 in any person, as reasonably
determined by Parent.

(c) Since the date of its incorporation, Newco
has not carried on any business or conducted any operations
other than the execution of this Agreement, the performance
of its obligations hereunder and thereunder and matters
ancillary thereto. As of the date of this Agreement, Newco
has no material .assets or liabilities.

SECTION 4.03. Capital Structure. (a) The

authorized capital stock of Parent consists of
500,000,000 shares of Parent Common Stock and shares of pre-
ferred stock as set forth in the Parent Disclosure Letter

{(the "Parent Preferred Stock" and, together with the Parent
Common Stock, the "Parent Capital Stock"). At the close of

business on August 31, 1999, (i) 203,392,956 shares of
Parent Common Stock were issued and outstanding and shares
of Parent Preferred Stock were issued and outstanding as set
forth in the Parent Disclosure Letter, (ii) 38,721,900
shares of Parent Common Stock were held by Parent in its
treasury and (iii) 5,800,841 shares of Parent Common Stock
were subject to outstanding Parent Employee Stock Options
(as defined in Section 6.04) and 5,166,533 additional shares
of the Parent Common Stock were reserved for issuance
pursuant to Parent Stock Plans (as defined in Section 6.04).
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{b) Except as set forth in clause (a) of this
Section 4.03 or in the Parent Disclosure Letter, at the
close of business on August 31, 1999, no shares of capital
stock or other voting securities of Parent were issued,
reserved for issuance or outstanding.

(¢) All outstanding shares of Parent Capital
Stock are, and all such shares that may be issued prior to
the Merger Effective Time will be when issued, duly
authorized, validly issued, fully paid and nonassessable and
not subject to or issued in violation of any purchase
option, call option, right of first refusal, preemptive
right, subscription right or any similar right under any
provision of the PBCL, the Parent Charter, the Parent By-
laws or any Contract to which Parent is a party or otherwise
bound.

(d) There are not any bonds, debentures, notes or
other indebtedness of Parent having the right to vote (or

‘convertible into, or exchangeable for, securities having the

right to vote) on any matters on which holders of Parent

Common Stock may wvote ("Voting Parent Debt").

(e) Except as set forth in clause (a) of this
Section 4.03 or in the Parent Disclosure Letter, as of the
date of this Agreement, there are not any options, warrants,
rights, convertible or exchangeable gecurities, "phantom"
stock rights, stock appreciation rights, stock-based
performance units, commitments, Contracts, arrangements or
undertakings of any kind to which Parent or any Parent
Subsidiary is a party or by which any of them is bound
(i) obligating Parent or any Parent Subsidiary to iassue,
deliver or sell, or cause to be issued, delivered or sold,
additional shareg of capital stock or other equity interests
in, or any security convertible or exercisable for or
exchangeable intc any capital stock of or other equity
interest in, Parent or of any Parent Subsidiary or any
Voting Parent Debt or (ii) obligating Parent or any Parent
Subsidiary to isgue, grant, extend or enter into any such
option, warrant, call, right, security, commitment,
Contract, arrangement or undertaking.

(£) As of the date of this Agreement, except as
described in the Parent Disclosure Letter, there are not any
outstanding contractual obligations of Parent or any Parent
Subsidiary to repurchase, redeem or otherwise acquire any
shares of capital stock of Parent or any Parent Subsidiary.

(g) The authorized capital stock of Newco

consists of 500,000,000 shares of common stock, no par
value, 100,000,000 shares of preferred stock, no par value,
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and 100,000,000 shares of series preference stock, no par
value, of which only 100 shares of common stock have been
validly issued, are fully paid and nonassessable and are
owned by Parent free and clear of any Lien.

SECTION 4.04. Authority; Execution and Delivery;
Enforceability. (a) Each of Parent and Newco has all
requisite corporate power and authority to execute and
deliver this Agreement and to consummate the Transactions.
The execution and delivery by each of Parent and Newco of
this Agreement and the consummation by it of the
Transactions have been duly authorized by all necessary
corporate action on the part of Parent and Newco, subject
{i) in the case of the Merger and the Share Issuance, to
receipt of the Parent Shareholder Approval (as defined in
Section 4.04(c)) and (ii) adoption by Parent, as sole
shareholder of Newco, of this Agreement. Each of Parent and
Newco has duly executed and delivered this Agreement, and
this Agreement constitutes its legal, wvalid and binding
obligation, enforceable against it in accordance with its
terms.

(k) The Board of Directors of Parent (the "Parent
Board"), at a meeting duly called and held, duly and
unanimously adopted resolutions {i) approving this
Agreement, the Merger, the Share Issuance and the other
Transactions, (ii) determining that the terms of the Merger,
the Share Issuance and the other Transactions are fair to
and in the best interests of Parent and its shareholders and
{iii) directing that this Agreement be submitted to a vote
of Parent's shareholders and recommending that they adopt
thig Agreement and approve the Share Issuance. Such
resolutions are sufficient to render inapplicable to this
Agreement, the Merger, the Share Issuance and the other
Transactions, to the extent otherwise applicable, the
provisions of Subchapters D (Section 2538), E, F, G, H, I
and J of Chapter 25 of the PBCL and {ii) the provisions of
Sections 508 and 508 of the Parent Charter. To Parent's
knowledge, no other state takeover statute or similar
statute or regulation applies or purports to apply .to Parent
or Newco with respect to this Agreement, the Merger, the
Share Issuance or any other Transaction.

{c) The only vote of holders of any class or
series of Parent gecurities necessary to approve and adopt
this Agreement, the Merger, the Share Issuance and the other
Transactions is the adoption of this Agreement by the
affirmative vote of a majority of the votes cast by all’
holders of Parent Common Stock entitled to vote {collec-
tively, the "Parent Sh older roval"). The affirmative
vote of the holders of Parent Capital Stock, or any of them,
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is not necessary to consummate any Transaction other than
the Share Issuance and the Merger.

SECTION 4.05. No Conflicts: Consents.
(a) Except as set forth in the Parent Disclosure Letter,
the execution and delivery by each of Parent and Newco of
this Agreement does not, and the consummation of the Merger,
the Share Issuance and the other Transactions and compliance
with the terms hereof and thereof will not, conflict with,
or result in any vioclation of or default (with or without
notice or lapse of time, or both} under, or give rise to a
right of termination, consent, approval, cancelation or
acceleration of any obligation or to loss of a material
benefit under, or to increased, additional, accelerated or
guaranteed rights or entitlements of any person under, or
result in the creation of any Lien upon any of the
properties or assets of Parent or any Parent Subsidiary
under, any provision of (i} Parent Charter, Parent By-laws
or the comparable charter or organizational documents of any
Parent Subsidiary, {(ii} any Contract to which Parent or any
Parent Subsidiary is a party or by which any of their
respective properties or assets is bound or (iii) subject to
the filings and other matters referred to in
Section 4.05(b), any Judgment or Applicable Law or writ,
permit or license applicable to Parent or any Parent
Subsidiary or their respective properties or assets (other
than immaterial consents, approvals, licenses, permits,
orders, authorizations, registrations, declarations or
filings, including with respect to communications systems,
zoning, name changes, occupancy and gimilar routine
regqulatory approvals), other than, in the case of clauses
(ii) and {iii) above, any such items that, individually or
in the aggregate, have not had and could not reasonably be
expected to have a Parent Material Adverse Effect.

{(b} No Consent of, action by or in respect of, or
registration, declaration or filing with, or notice to, any
Governmental Entity is regquired to be obtained or made by or
with respect to Parent or any Parent Subsidiary in
connection with the execution, delivery and performance of
this Agreement or the consummation of the Transactions,
other than (i) compliance with and filings under the HSR
Act, (ii) the filing with the SEC of (A) the Form S-4 and
the Proxy Statement and (B) such reports under the Exchange
Act, as may be required in connection with this Agreement,
the Merger and the other Transactions, (iii) the filing of
the Articles of Exchange, Pennsylvania Articles of Merger
and the Charter Amendment with the Department of State of
the Commonwealth of Pennsylvania, the filing of the Illinois
Articles of Merger with, and issuance of a certificate of
merger by, the Secretary of State of the State of Illinois
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and the filing of appropriate documents with the relevant
authorities of the other jurisdictions in which the Company
is qualified to do business, (iv) notice to, and the consent
and approval of, FERC under the Power Act, (v} notice to,
and the consent and approval of, the NRC under the Atomic
Energy Act, (vi) notice to and the consent and approval of
the Pennsylvania Public Utility Commission (the "PBUC"),
{vii) the consents, filings and approvals required under
PUHCA, (viii) compliance with and such filings as may be
required under applicable Environmental Laws, (ix) such
filings as may be required in connection with the taxes
described in Section 6.09 and (x) such other items as are
set forth in the Parent Disclosure Letter {collectively,
whether or not legally reguired to be obtained, the "Parent

Eequired Statutory Approvals®).
SECTION 4.06. SE o nts; Undis
Liabilitieg, Parent has filed all reports, schedules,

forms, statements and other documents required to be filed
by Parent with the SEC since January 1, 1998 (the "Parent
SEC Documents"). Each Parent SEC Document complied in all
material respects as of its respective date with the
requirements of the Exchange Act or the Securities Act, as
the case may be, and the rules and regulations of the SEC
promulgated thereunder applicable to such Parent SEC
Document, and except to the extent that information
contained in any Parent SEC Document has been revised or
superseded by a later filed Parent SEC Document, does not
contain any untrue statement of a material fact or omit to
state a material fact required tec be stated therein or
necessary in order to make the statements therein, in light
of the circumstances under which they were made, not
misleading. The consolidated financial statements of Parent
included in the Parent SEC Documents comply as to form in
all material respects with applicable accounting
requirements and the published rules and regulations of the
SEC with respect thereto, have been prepared in accordance
with GARP (except, in the case of unaudited statements, as
permitted by Form 10-0 of the SEC) applied on a consistent
basis during the periods involved (except as may be
indicated in the notes thereto) and fairly present the
consolidated financial position of Parent and its
consolidated subsidiaries as of the dates thereof and the
consolidated results of their operations and cash flows for
the periods then ended (subject, in the case of unaudited
statements, to normal year-end audit adjustments). Except
as set forth in the Filed Parent SEC Documents {(as defined
in Section 4.08) or the Parent Disclosure Letter or incurred
after the date hereof in the usual, regular and ordinary
course of business in substantially the same manner as
previously conducted and not prohibited by this Agreement,
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neither Parent nor any Parent Subsidiary has any liabilities
or obligations of any nature (whether accrued, absolute,
contingent or otherwise) required by GAAP to be set forth on
a consolidated balance sheet of Parent and its consolidated
subsidiaries or in the notes thereto and that, individually
or in the aggregate, could reasonably be expected to have a
Parent Material Adverse Effect. None of the Parent
Subsidiaries is, or has at any time since January 1, 1998
been, subject to the reporting requirements of

Sections 13(a}) and 15(d) of the Exchange Act.

SECTION 4.07. Information Supplied. None of the
information supplied or to be supplied by Parent or Newco
for inclusion or incorporation by reference in (i) the
Form S-4 will, at the time the Form S-4 is filed with the
SEC, at any time it is amended or supplemented or at the
time it becomes effective under the Securities Act, contain
any untrue statement of a material fact or omit to state any
material fact required to be stated therein or necessary to
make the statements therein not misleading, or {ii) the
Proxy Statement will, at the date it is first mailed to the
Company's shareholders or Parent's shareholders or at the
time of the Company Shareholders Meeting or the Parent
Shareholders Meeting, contain any untrue statement of a
material fact or omit to state any material fact required to
be stated therein or necessary in order to make the
statements therein, in light of the circumstances under
which they are made, not misleading. The Form S$-4 will
comply as to form in all material respects with the
requirements of the Securities Act and the rules and
requlations thereunder, except that no representation is
made by Parent or Newco with respect to statements made or
incorporated by reference therein based on informatiocn
supplied by or on behalf of the Company for inclusion or
incorporation. by reference therein.

SECTION 4.08. z Ce i a (o]
Events. Except as disclosed in the Parent SEC Documents
filed and publicly available prior to the date of this

Agreement (the "Filed Parent SEC Documepnts") or in the

Parent Disclosure Letter:

(a)} since December 31, 1998, there has not been
any event, change, effect or development that, individually
or in the aggregate, has had or could reasonably be expected
to have a Parent Material Adverse Effect, other than events,
changes, effects and developments relating to the economy in
general or to Parent's industry in deneral and not
spgcifically relating to Parent or any Parent Subsidiary;
an
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(b} from December 31, 1998 to the date of this
Agreement, Parent has conducted its business only in the
ordinary course, and during such period there has not been:

(i) any declaration, setting aside or payment of
any dividend or other distribution (whether in cash,
stock or property) with respect to any Parent Capital
Stock or any repurchase for value by Parent of any
Parent Capital Stock;

(ii} any split, combination or reclassification of
any Parent Capital Stock or any issuance or the
authorization of any issuance of any other securities
in respect of, in lieu of or in substitution for shares
of Parent Capital Stock; or

{iii) any change in accounting methods, principles
or practices by Parent or any Parent Subsidiary materi-
ally affecting the consolidated assets, liabilities or
results of operations of Parent, except insofar as may
have been required by a change in GAAP.

SECTION 4.09. Taxes. (a) Each of Parent and
each Parent Subsidiary has timely filed, or has caused to be
timely filed on its behalf, all Tax Returns required to be
filed by it {or requests for extensions to file such Tax
Returns have been timely filed and granted and have not
expired), and all such Tax Returns are true, complete and.
accurate, except to- ‘the extent any failure to file or any
inaccuracies in any filed Tax Returns would not,
individually or in the aggregate, have a Parent Material
Adverse Effect. BAll Taxes shown to be due on such Tax
Returns, or otherwise owed by Parent or any Parent
Subsidiary, have been timely paid, except to the extent that
any failure to pay, individually or in the aggregate, has
not had and could not reasonably be expected to have a
Parent Material Adverse Effect.

(b) Except as set forth in the Parent Disclosure
Letter, the most recent financial statements contained in
the Filed Parent SEC Documents reflect an adegquate reserve
for all current Taxes payable by Parent and the Parent
Subsidiaries (in addition to any reserve for deferred Taxes
established to reflect timing differences between book and
Tax income) for all Taxable periods and portions thereof
through the date of such financial statements. Except as
set forth in the Parent Disclosure Letter, no deficiency
with respect to any Taxes has, to the best knowledge of
Parent, been proposed, asserted or assessed agalnst Parent
or any Parent Subsidiary, and no requests for waivers of the
time to assess any such Taxes are pending, except to the
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extent any such deficiency or request for waiver,
individually or in the aggregate, has not had and could not
reasonably be expected to have a Parent Material Adverse
Effect.

{c) The Federal income Tax Returns of Parent and
each Parent Subsidiary consclidated in such Returns have
been examined by and settled with the United States Internal
Revenue Service for all years through 1990. Except as set
forth in the Parent Disclosure Letter, all material
assessments for Taxes due with respect to such completed and
settled examinations or any concluded litigation have been

fully paid.

(d) There are no material Liens for Taxes (other
than for current Taxes not yet due and payable) on the
assets of Parent or any Parent Subsidiary. Except as set
forth in the Parent Disclosure Letter, neither Parent nor
any Parent Subsidiary is bound by any agreement with respect
to TaXes.

{e}) The Parent and each Parent Subsidiary have
complied with all applicable statutes, laws, ordinances,
rules and requlations relating to the payment and
withholding cof taxes (including withheolding of taxes
pursuant to Sections 1441, 1442, 3121 and 3402 of the Code
or similar provisions under any Federal, state or local
laws, domestic and foreign) and have, within the time and in
the manner prescribed by law, withheld from and paid over to
the proper governmental authorities all amounts regquired to
be so withheld and paid over under applicable laws, except
toc the extent that any failure to withhold or to pay,
individually or in the aggregate, has not had and could not
reasonably be expected to have a Parent Material Adverse
Effect, -

(f) Parent knows of no fact and neither Parent
nor any Parent Subsidiary has taken or agreed to take any
action that could reasonably be expected to prevent (i) the
Merger from constituting transactions described in
Section 351 of the Code or (ii) the Second Step Merger from
constituting a transaction described in Section 368 (a) of
the Code.

SECTION 4.10. c in Benefit
Plans. Except as disclosed in the Parent Disclosure Letter,
from December 31, 1998 to the date of this Agreement, there
has not been any adoption or amendment in any material
respect by Parent or any Parent Subsidiary of (a) any
collective bargaining agreements, (b) any bonus, pension, .
profit sharing, deferred compensation, incentive
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compensation, stock ownership, stock purchase, stock option,
phantom stock, retirement, vacation, severance, disability,
death benefit, hospitalization, medical or other plan,
program, policy, arrangement or understanding (whether or
not legally binding) providing benefits toc any current or
former employee, officer or director of Parent or any Parent
Subsidiary or any beneficiary or dependent therecf, that is
spensored or maintained by Parent or any Parent Subsidiary
or to which Parent or any Parent Subsidiary contributes or
is obligated to contribute (collectively, "Parent Benefit
Plang") or {(c) any Parent Employment Arrangements (as
defined herein). Except as disclosed in the Parent
Disclosure Letter, as of the date of this Agreement there
are not any employment, consulting, indemnification, change-
of-control, severance or termination agreements or
arrangements between Parent or any Parent Subsidiary and any
current or former employee, officer or director of the
Parent or any Parent Subsidiary (collectively, the "Parent

Employment Arrangements").

SECTION 4.11. RI cC i : cess
Payments, (a) The Parent Disclosure Letter includes a
complete list of all material Parent Benefit Plans and
Parent Employment Arrangements as of the date of this
Agreement. With respect to each Parent Benefit Plan (other
than a multiemployer plan within the meaning of Section
4001{a) (3) of ERISA) and Parent Employment Arrangement,
Parent has delivered toc the Company true, complete and
correct copies of (i) each such Parent Benefit Plan or
Parent Employment Arrangement (or, in the case of any
unwritten plan or arrangement, a description thereof),
(ii) the most recent annual report on the applicable
Form 5500 series filed with the Internal Revenue Service (if
any such report was required), including all schedules and
attachments thereto, (iii} the most recent summary plan
description (if a summary plan description is required) and
all summaries of material modifications thereto, (iv)} each
trust agreement, group annuity contract or other funding
vehicle relating to any such Parent Benefit Plan or Parent
Employment Arrangement, (v) the most recent actuarial report
or valuation relating thereto and (vi) the most recent
determination letters issued by the Intermal Revenue Service
with respect to Parent Benefit Plans that are intended to be
Qualified Plans and letters of recognition of exemption with
respect to any Parent Benefit Plan or related trust that is
intended to meet the requirements of Section 501 (c) (9) of
the Code.

(b) With respect to the Parent Benefit Plans and

Parent Employment Arrangements, individually and in the
aggregate, no event has occurred and, to the knowledge of
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Parent, there exists no condition or set of circumstances,
in connection with which Parent or any Parent Subsidiary
could be subject to any liability that has had or could
reasonably be expected to have a Parent Material Adverse
Effect (except liability for benefits claims and funding
obligations payable in the ordinary course) under ERISA, the
Code or any other applicable law. For purposes of this
Section 4.11(b), the term "Parent Benefit Plan" shall also
include any employee benefit plan within the meaning of
Section 3(3) of ERISA that, within the last six years, was
sponsored or maintained by any entity which would be treated
under Section 414 of the Code as a single employer with
Parent or any Parent Subsidiary or to which any such entity
contributed or was obligated to contribute.

{(c) Each Parent Benefit Plan and each Parent
Employment Arrangement has been administered in accordance
with its terms except. for any fallures so to administer any
Parent Benefit Plan or Parent Employment Arrangement as have
not had and could not reasonably be expected to have,
individually or in the aggregate, a Parent Material Adverse
Effect. Parent, all Parent Subsidiaries and all the Parent
Benefit Plans and Parent Employment Arrangements are in
compliance with the applicable provisions of ERISA, the Code
and all other applicable laws and the rules and regulations
thereunder and the terms of all applicable collective
bargaining agreements, except for any failures to be in such
compliance as have not had and could not reascnably be
expected to have, individually or in the aggregate, a Parent
Material Adverse Effect. Except as disclosed in the Parent
Disclosure Letter, there are no pending or, to the knowledge
of Parent, threatened or anticipated claims under or with
respect to any Parent Benefit Plan or Parent Employment
Arrangement by or on behalf of any current or former
employee, officer or director, or dependent or beneficiary-
thereof, or otherwise (cother than routine claims for
benefits) . '

(d) Except as disclosed in the Parent Disclosure
Letter, (i) no current or former employee, officer or
director of Parent or any Parent Subsidiary will be entitled
to any additional rights or benefits or any acceleration of
the time of payment or vesting of any benefits under any
Parent Benefit Plan or Parent Employment Arrangement, and no
trustee under any "rabbi trust", or similar arrangement
maintained in connection with any Parent Benefit Plan or
Parent Employment Arrangement will be entitled to any
payment, as a result (either alone or upon the occurrence of
any additional or further acts or events) of the execution
of this Agreement or the consummation, announcement or other
actions relating to the Transactions and (ii) no amount
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payable to any current or former employee, officer or
director of Parent or any Parent Subsidiary will fail to be
deductible by reason of Section 280G of the Code.

{(e) Each Parent Benefit Plan intended to be a
Qualified Plan has received a favorable determination letter
from the Internal Revenue Service that it is so qualified
and nothing has occurred since the date of such letter that
could reascnably be expected to affect the qualified status
of such Parent Benefit Plan.

(f) The aggregate accumulated benefit obligations
of each Parent Benefit Plan subject to Title IV of ERISA (as
of the date of the most recent actuarial valuation prepared
for guch Parent Benefit Plan) do not exceed the fair market
value of the assets of such plan (as of the date of such
valuation) .

{(g) All contributions and other payments required
to have been made for any completed historical period by
Parent or any Parent Subsidiary to any Parent Benefit Plan
or Parent Employment Arrangement (or to any person pursuant
to the terms thereof) have been timely made or paid in full,
or, to the extent not required to be made or paid for such
period, have been reflected in the consolidated financial
statements of Parent.

{h) Except as disclosed in the Parent Disclosure
Letter, no Parent Benefit Plan is a multiemployer plan
within the meaning of Section 4001 (a) (3) of ERISA, and none
of Parent or any Parent Subsidiary has, at any time during
the last six years, contributed to or been cbligated to
contribute to any such multiemployer plan. For purposes of
the representations and warranties made in the last sentence
of Section 4.11(c) and in Sections 4.11 {(e) and (f}, the
term "Parent Benefit Plan" shall be deemed to exclude any
such multiemployer plan.

SECTION 4.12. Litigation. Except as disclosed in
the Filed Parent SEC -Documents or in the Parent Disclosure
Letter, there is no suit, action or proceeding pending or,
to the knowledge of Parent, threatened against Parent or any
Parent Subsidiary that, individually or in the aggregate,
has had or could reasonably be expected to have a Parent
Material Adverse Effect, nor is there any Judgment
outstanding against Parent or any Parent Subsidiary that has
had or could reasconably be expected to have a Parent
Material Adverse Effect.

SECTION 4.13. Co iance h i
Permits. (a) Except as disclosed in the Filed Parent SEC
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Documents or in the Parent Disclosure Letter, Parent and
Parent Subsidiaries are in compliance with the terms of all
applicable Parent Permits (as defined in Section 4.13(b))
and all Applicable Laws, except for instances of
noncompliance that, individually and in the aggregate, have
not had and could not reasonably be expected to have a
Parent Material Adverse Effect. This Section 4.13 does not
relate to matters with respect to Taxes, which are the
subject of Section 4.09, Environmental Laws, which are the
subject of Section 4.17, benefits plans, which are the
subject of Sectiom 4.11 and the operation of nuclear power
plants which are the subject of Section 4.19.

(b) Except as disclosed in the Filed Parent SEC
Documents or in the Parent Disclosure Letter, Parent and the
Parent Subsidiaries own or have sufficient rights and
congents to use under existing franchises, permits,
easements, leases, and license agreements (the "Parent
Permits") all properties, rights and assets necessary for
the conduct of their business and operations as currently
conducted, except where the failure to own or have
sufficient rights to such properties, rights and assets,
individually or in the aggregate, have not had and could not
reasonably be expected to have a Parent Material Adverse
Effect. Except as provided in the Pennsylvania Electricity
Generation Customer Choice and Competition Act of 1996 (the
"Penngylvania Competition Act"), to the knowledge of Parent,
no other private corporation can commence electric public
utility operations in any part of the respective territories
now served by Parent. or any Parent Subsidiary, without
obtaining a certificate of public convenience and necesgity
from the applicable state utility commission.

SECTION 4.14. ckers; Sched £
Expenges., No broker, investment banker, financial advisor
or other person, other than Salomon Smith Barney Inc. and
Morgan Stanley & Company Incorporated, the fees and expenses
of which will be paid by Parent, is entitled to any
broker's, finder's, financial advisor's or other similar fee
or commission in connection with the Merger and the other
Transactions based upon arrangements made by or on behalf of
Parent or Newco.

SECTION 4.15. inions of Fj ¢ial Advisors.
Parent has received the opinions of Salomon Smith Barney
Inc. and Morgan Stanley & Company Incorporated, dated as of
January 7, 2000, to the effect that, as of such date, the
Exchange Consideration is fair to the holders of Parent
Common Stock from a financial point of view, signed copies
of which opinions have been delivered to the Company.
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: SECTION 4.16. XYeay 2000. The Parent SEC
Documents fairly summarize the status of Parent's computer

applications and components, modification or readiness plan,
communications with suppliers and vendors, contingency plans
and estimated cost of remediation as they relate to the Year
2000 issue. Parent has made available to the Company copies
of all correspondence between Parent and its third party

suppliers and vendors concerning their Year 2000 compliance.

SECTION 4.17. Environmental Matters.
(a) Compliance. Except as set forth in the Filed Parent

SEC Documents or in the Parent Disclosure Letter, Parent and
each of the Parent Subsidiaries is and has been in
compliance with all applicable Environmental Laws, except
where the fajilure to so comply, individually or in the
aggregate, has not had and could not reasonably be expected
to have a Parent Material Adverse Effect.

(b) Enviropmental Permits. Except as set forth

‘in the Filed Parent SEC Documents or in the Parent

Disclosure Letter, {1) Parent and each of the Parent
Subsidiaries has obtained or has applied for all
Environmental Permits necessary for the construction of
their facilities or the conduct of their operations, except
where the failure to so obtain, individually or in the
aggregate, has not had and could not reasonably be expected
to have a Parent Material Adverse Effect, and (ii) all such
Environmental Permite are in good standing or, where
applicable, a renewal application has been timely filed and
is pending agency approval, except where the failure of such
Environmental Permits to be in good standing or to have
filed a renewal application on a timely basis has not had
and could not reasconably be expected to have, individually
or in the aggregate, a Parent Material Adverse Effect.

(¢} Environmental Claims. Except as set forth in

the Filed Parent SEC Documents or in the Parent Disclosure
Letter, there are no Environmental Claims that have had or
could reasonably be expected to have, individually or in the
agygregate, a Parent Material Adverse Effect, pending or, to
the knowledge of Parent, threatened against Parent or any of
the Parent Subsidiaries.

{d) Releages. Except as set forth in the Filed
Parent SEC Documents or in the Parent Disclosure Letter,
there have been no Releases of any Hazardous Materials that-
could be reasonably likely to form the basis of any Environ-
mental Claim against Parent or any of the Parent
Subsidiaries, except for any Environmental Claim which,
individually or in the aggregate, has not had and could not

INYCoTp) 982851 .6 3815:01/10/2000~--7:34p]



47

reasonably be expected to have a Parent Material Adverse
Effect.

(e) s d ained Liabilities. Except as
digclosed in the Filed Parent SEC Documents or in the Parent
Disclosure Letter, none of Parent or the Parent Subsidiaries
has retained or assumed either contractually or by operation
of law any liabilities or obligations that could reasonably
be likely to form the basis for any Environmental Claim,
which has had and could reasonably be expected to have,
individually or in the aggregate, a Parent Material Adverse
Effect.

SECTION 4.18. Labkor and Emplovee Relations.

(a) Except as set forth.in the Parent Disclosure Letter,
(1) neither Parent nor any of the Parent Subsidiaries is a
party to any collective bargaining agreement or other labor
agreement with any union or labor organization and (ii} to
the knowledge of Parent, there is no current union
representation question involving employees of Parent or any
of the Parent Subsidiaries, nor does Parent have knowledge
of any activity or proceeding of any labor organization (or
representative thereof) or employee group tc organize any
such employees, except to the extent it, individually or in
the aggregate, has not had and could not reasonably be
expected to have a Parent Material Adverse Effect.

{b) Except as set forth in the Parent Disclosure
Letter, or except to the extent the following, individually
or in the aggregate, have not had and could not reasonably
be expected to have a Parent Material Adverse Effect,
(A) there is no unfair labor practice, employment
discrimination or other charge, claim, suit, action or
proceeding against Parent or-any of the Parent Subsidiaries
pending, or to the knowledge of Parent, threatened before
any court, governmental department, commission, agency,
instrumentality or authority or any arbitrator and (B) there
is no strike, lockout or material dispute, slowdown or work
stoppage pending or, to the knowledge of Parent, threatened
against or involving Parent.

SECTION 4.19. rati f W
(a) Except as set forth in the Filed Parent SEC Documents
or in the Parent Disclosure Letter, {a) the operations of
the nuclear generation stations (collectively, the "Parent
Nuclear Facilities") currently or formerly owned, in whole
or part, by Parent or any of its affiliates are and have
been conducted in compliance with all Applicable Laws and
Parent Permits, except for such failures to comply that,
individually or in the aggregate, have not had and could not
reasonably be expected to have a Parent Material Adverse
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Effect, (b) each of the Parent Nuclear Facilities maintains,
and is in compliance with, (i) emergency plans designed to
respond to an unplanned Release therefrom of radioactive
materials, {ii) plans for the decommissioning of each of the
Parent Nuclear Facilities, (iii) plans for the storage and
disposal of spent nuclear fuel, and each such plan
enumerated in (i) through (iii) conform with the
requirements of Applicable Law, and (c) Parent has funded
consistent with reasonable budget projections the current or
future decommissioning of each Parent Nuclear Facility and
the storage and disposal of spent nuclear fuel.

(b) To the best knowledge of Parent, recognizing
that AmerGen does not as of the date of this Agreement, own,
or held any operating licenses for, nuclear generating
stations, (i} the operations of the nuclear generation
stations which are the subject of an existing purchase,
operating or similar agreement by AmerGen or any of its
affiliates or assignees (the "AmerGen Nuclear Facilitieg")
are and have been conducted in compliance with all
Applicable Laws and necessary permits of Governmental
Entities, except for such failures to comply that,
individually or in the aggregate, have not had and could not
reasonably be expected to have a Parent Material Adverse
Effect, {(ii} each of the AmerGen Nuclear Facilities
maintains, and is in compliance with, (A) emergency plans
designed to respond to an unplanned Release therefrom of
radicactive materials, (B) plans for the decommissioning of
each of the AmerGen Nuclear Facilities and (C) plans for the
storage and disposal of spent nuclear fuel, and each such
plan enumerated in (A) through (C) conform with the
requirements of Applicable Law, and (iii) the current owner
has funded consistent with reasonable budget projections the
current or future decommissioning of each AmerGen Nuclear
Facility and the storage and disposal of spent nuclear fuel.

(¢) Parent hereby makes each of the
representations and warranties contained in
Sections 4.05(a), 4.05(b), 4.12, 4.13 and 4.17 with respect
tc AmerGen, as if AmerGen were a Parent Subsidiary as
defined in this Agreement, it being understood that the
Company acknowledges and agrees that as of the date hereof
AmerGen is not a subsidiary and therefore no representation
or warranty is made concerning AmerGen or its business or
operations except as expressly set forth in this
Section 4.19(c} and the first sentence of Section 4.02({(a)
and Section 4.19(b), and each such representation and
warranty pertaining to AmerGen is qualified to the best
knowledge of Parent recognizing that AmerGen does not as of
the date of this Agreement, own, or hold any operating
licenses for, nuclear generating stations.
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SECTION 4.20. Company Share Qwnership. Neither
Parent nor any Parent Subsidiary owns any shares of Company
Common Stock or other securities convertible into Company

Common Stock.

SECTION 4.21. egulation a ility. Parent is
regulated as a public utility by the Commonwealth of
Pennsylvania and by no other state. Except as set forth in
the previous sentence, neither Parent nor any "subsidiary
company" or "affiliate" of Parent is gubject to regulation
as a public utility or public service company {(or similar
designation) by any other state in the United States or any
foreign country. Parent is a public utility holding company
as defined by PUHCA, but currently claims exemption under
Section 3(a) (2) of PUHCA pursuant to orders of the SEC
thereunder.

SECTION 4.22. Contracts: No Default. Except as

disclosed in the Filed Parent SEC Documents or entered into
after the date of this Agreement without violating any
covenant of this Agreement, there are noc contracts or
agreements that are material to the business, properties,
assets, condition (financial or otherwise), results of
operations or prospects of Parent and the Parent
Subsidiarjes taken as a whole. Neither Parent nor any of
the Parent Subsidiaries is in violation of or in default
under (nor does there exist any condition which upon the
passage of time or the giving of notice would cause such a
violation of or default under) any loan or credit agreement,
note, bond, mortgage, indenture, lease, permit, concession,
franchise, license or any other contract, agreement,
arrangement or understanding, to which it is a party or by
which it or any of its properties or assets is bound, except
for violations or defaults that have not had and could not
reascnably be expected to have, individually or in the
aggregate, a Parent Material Adverse Effect.

SECTION 4.23. Title to Properties. Except as set
forth in the Parent Disclosure Letter each of Parent and
each of the Parent Subsidiaries has good and sufficient
title to its physical properties and assets, or valid
leagehold interests, easements or other appropriate
interests therein or thereto sufficient to conduct its
business as presently conducted or intended to be conducted,
except for such as are nc longer used or useful in the
conduct of its businesses or as have been disposed of in the
ordinary course of business and except for defects in title,
easements, restrictive covenants and similar encumbrances or
impediments set forth in the Parent Disclosure Letter or
that, in the aggregate, do not and will not materially
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interfere with its ability to conduct its business as
currently conducted or intended to be conducted.

SECTION 4.24. Intellectual Property. Parent and

the Parent Subsidiaries own, or are validly licensed or
otherwise have the right to use, all Intellectual Property
Rights which are material to the conduct of the business of
Parent and the Parent Subsidiaries taken as a whole. Except
as set forth in the Parent Disclosure Letter, no claims are
pending or, to the knowledge of Parent, threatened that
Parent or any of the Parent Subsidiaries is infringing or
otherwise adversely affecting the rights of any person with
regard to any Intellectual Property Right. To the knowledge
of Parent, except as set forth in the Parent Disclosure
Letter, no person is infringing the rights of Parent or any
of the Parent Subsidiaries with respect to any Intellectual
Property Right except as has not had and could not
reasonably be expected to have a Parent Material Rdverse
Effect.

Section 4.25. Hedging. BExcept as set forth in
the Parent Disclosure Letter, none of Parent or the Parent
Subsidiaries engages in any natural gas, electricity or
other futures or options trading or is a party tc any price
swaps, hedges, futures or similar instruments, except for
transactions and agreements entered into, or hedge
contracte, for the purchase or sale of electricity or
hydrocarbons to which Parent or any Parent Subsidiary is a
party that are in accordance with the general practices of
other similarly situated companies in the industry.

Section 4.26. Regulatory Proceedings. Except as

set forth in the Parent Disclosure Letter and other than
fuel adjustment or purchase gas adjustment or similar
adjusting rate mechanisms, none of Parent or the Parent
Subsidiaries all or part of whose rates or services are
regqulated by a Governmental Entity (a) is a party to any
rate proceeding before a Governmental Entity that would
reasonably be expected to result in orders having a Parent
Material Adverse Effect or (b) has rates that have been or
are being collected subject to refund, pending final
resolution of any rate proceeding pending before a
Governmental Entity or on appeal to a court.
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ARTICLE V
Covenan Relati to Conduct usiness
SECTION 5.01. Conduct of Business. (a) Conduct

of Business by the Company. Except for matters set forth in

the Company Disclosure Letter or otherwise expressly
contemplated by this Agreement, from the date of this
Agreement to the Merger Effective Time the Company shall,
and shall cause each Company Subsidiary to, conduct its
business in all material respects in the usual, regular and
ordinary course in substantially the same manner as
previously conducted and use reascnable best efforts to
preserve intact its current business organization in all
material respects, subject to prudent management of work
force and business needs, keep available the services of its
current officers and key employees and keep its relation-
ships with Governmental Entities, customers, suppliers,
licensors, licensees, distributors and others having
business dealings with them to the end that its goodwill and
ongoing business shall be unimpaired in all material
respects at the Merger Effective Time. In addition, and
without limiting the generality of the foregoing, except for
matters set forth in the Company Disclosure Letter or
otherwise expressly contemplated by this Agreement, from the
date of this Agreement to the Merger Effective Time, the
Company shall not, and shall not permit any Company
Subsidiary to, do any of the following without the prior
written consent of Parent:

(i) (A} declare, get aside or pay any dividends
on, or make any other distributions in respect of, any
of its capital stock, other than (1) dividends and
distributions by a direct or indirect wholly owned
subsidiary of the Company to its parent, (2) regular
quarterly cash dividends with respect to the Company
Common Stock, not in excess of $0.40 per share, in
accordance with the Company's past dividend policy, and
(3) regular cash dividends with respect to preferred
stock of the Company or its subsidiaries in accordance
with the current terms thereof, (B) split, combine or
reclassify any of its capital stock or issue or author-
ize the issuance of any other securities in respect of,
in lieu of or in substitution for shares of its capital
stock, or (C) purchase, redeem or otherwise acquire any
shares of capital stock of the Company or any Company
Subsidiary or any other securities thereof or any
rights, warrants or options to acquire any such shares
or other securities;
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(ii) issue, deliver, sell or grant (A} any shares
of its capital stock, (B) any Voting Company Debt or
other voting securities, (C) any securities convertible
into or exchangeable for, or any options, warrants or
rights to acquire, any such shares, Voting Company
Debt, voting securities or convertible or exchangeable
securities or (D) any "phantom" stock, "phantom" stock
rights, stock appreciation rights or stock-based
performance units, other than (1) the issuance of
Company Common Stock {and associated Company Rights)
upon the exercise of Company Employee Stock Options
cutstanding on the date of this Agreement and in
accordance with their present terms or pursuant to the
terms of any Company Benefit Plan or Company Employment
Arrangement as in effect on the date of this Agreement
or as amended in accordance with or as permitted by its
Agreement, (2) the issuance, subject to
Section 5.0l(a) (v), of up to an additional 5,000,000
Company Employee Stock Options pursuant to the Company
Stock Plans in accordance with their present terms and
the terms of the Company stock options issuved in the
ordinary course prior to the date of this Agreement and
the issuance of Company Common Stock (and associated
Company Rights) upon the exercise of such Company
Employee Stock Options, (3) the issuance of "phantom"
stock or "phantom" stock rights or, subject to Section
5.01(a} {v), stock appreciation rights or stock-based
performance units, pursuant to the terms of any Company
Benefit Plan or Company Employment Arrangement in
effect on the date of this Agreement or as amended in
accordance with or as permitted by this Agreement, and
(4) the issuance of Company Common Stock upon the
exercise of Company Rights;

(iii) amend its certificate- of incorporation, by-
laws or other comparable charter or organizational
documents, except for such amendments to its
certificate of incorporation, by-laws and other
comparable charter or organizational documents that do
not have an adverse affect on the Merger and the other
Transactions;

(iv) acquire or agree to acquire (A) by merging or
consolidating with, or by purchasing a substantial
equity interest in or portion of the assets of, or by
any other manner, any business or any corporation,
partnership, jeint venture, association or other
business organization or division thereof or (B) any
assets that in either case are material, individually
or in the aggregate, to the Company and the Company
Subsidiaries, taken as a whole;
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{v) except to the extent regquired by Applicable
Law or by the terms of any Company Benefit Plan,
Company Employment Arrangement or collective bargaining
agreement in effect as of the date of this Agreement,
(A) grant to any current or former employee, officer or
director of the Company or any Company Subsidiary any
increase in compensation or benefits or new incentive
compensation grants, except in the ordinary course of
business consistent with prior practice, (B} grant to
any current or former employee, officer or director of
the Company or any Company Subsidiary any increase in
severance, pay to stay or termination pay, except to
the extent consistent with past practice and that, in
the aggregate, does not result in a material increase
in benefits or compensation expenses, (C) enter into or
amend any Company Employment Arrangement with any such
current or former employee, officer or director, except
to the extent permitted in subsection (B) above,
(D) establish, adopt, enter into or amend in any
material respect any collective bargaining agreement or
Company Benefit Plan, except, with respect to any
Company Benefit Plan that is a Qualified Plan, as may
be required to facilitate or obtain a determination
from the Internal Revenue Service that such Company
Benefit Plan is a Qualified Plan or (E) take or permit
to be taken any action to accelerate any rights or
benefits or the funding thereof, or make or permit to
be made any material determinations not in the ordinary
course of business consistent with prior practice,
under any collective bargaining agreement, Company
Benefit Plan or Company Employment Arrangement ;
provided, however, that notwithstanding anything herein
to the contrary, the foregoing shall not restrict the
Company or the Company Subsidiaries from (1) entering
into or making available to newly hired officers and
employees or to officers and employees in the context
of promotions based on job performance or workplace
requirements in the ordinary course of business
consistent with past practice, plans, agreements,
benefits and compensation arrangements (including
incentive grants) that have, consistent with past
practice, been made avallable to newly hired or
promoted officers and employees, or (2) entering into
or amendlng collective bargaining agreements with
exlstlng collective bargaining representatlves s0 as to
increase compensatlon or benefits in a manner that does
not materially increase the benefits or compensation
expenses of the Company and the Company Subsidiaries;

(vi} make any change in accounting methods,
principles or practices materially affecting the
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reported consclidated assets, liabilities‘or results of
operations of the Company, except as required by a
change in GAAP; :

{vii) sell, lease (as lessor), license or
otherwise dispose of or subject to any Lien any
properties or assets that are material, individually or
in the aggregate, to the Company and the Company
Subsidiaries, taken as a whole, except sales of
inventory and excess or obsolete assets in the ordinary
course of business consistent with past practice;

(viii) except in the ordinary course of business
consigstent with prior practice, (A) incur any
indebtedness for borrowed money or guarantee any such
indebtedness of another person, issue or sell any debt
securities or warrants or other rights to acquire any
debt gecurities of the Company or any Company
Subsidiary, guarantee any debt securities of another
person, enter intce any "keep well' or cother agreement
te maintain any financial statement condition of
another person or enter into any arrangement having the
economic effect of any of the foregoing, in each case,
other than in connection with a refinancing on
commercially reascnable terms, or (B) make any loans,
advances or capital contributions to, or investments
in, any other person, other than to or in the Company
or any direct or indirect wholly owned subsidiary of
the Company;

{ix) make or agree to make any new capital
expenditure or expenditures other than as permitted
under Section 5.01{a) (iv}) that, individually, is in
excess of 550,000,000 or, in the aggregate during such
period, are in excess of $250,000,000, except to the
extent made or agreed to be made in order to ensure
compliance with the rules and regulations or an order
of the NRC or any other Governmental Entity or to
ensure compliance with the terms of any Permit;

(x) make any material Tax election or settle or
compromise any material Tax liability or refund;

(xi) engage in any activities which would cause a
change in its status under PUHCA, or that would impair
the ability of the Company or ComEd to claim an
exemption as of right under Rule 2 of PUHCA prior to
the Merger, other than the application to the SEC under
PUHCA contemplated by this Agreement;
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(xii) enter into or commit to any agreement for
the purchase of capacity and/or energy ("Pow Purchase
Agreement") except for any Power Purchase Agreement
that, in the ordinary course of business, can be
entered into without the prior approval of the Board of
Directors or a committee thereof of the Company (the
threshold for requiring submission to the board or a
committee not to be made substantially higher than that
in effect on the date hereof) unless the Company
consults with Pareént regarding such Power Purchase
Agreement and the Company has obtained the prior
written consent of Parent to such Power Purchase
Agreement or such Power Purchase Agreement is fully
compliant with criteria to which Parent has previously
given a generic consent, in each case, which consent
shall not be unreasonably withheld, it being understood
that in such consultation process the Company and
Parent shall comply with all Applicable Law and any
applicable confidentiality or similar third party
agreement; or

(xiii} authorize any of, or commit or agree to
take any of, the foregoing actions.

{b) Conduct of Bugipess by Parent. Except for

matters set forth in Parent Disclosure Letter or otherwise
expressly contemplated by this Agreement, from the date of
this Agreement to the Merger Effective Time Parent shall,
and shall cause each Parent Subsidiary to, conduct its .
business in all material respects in the usual, regular and
ordinary course in substantially the same manner as
rreviously conducted and use all reasonable efforts to
preserve intact its current business organization in all
material respects, subject to prudent management of work
force and business needs, keep available the services of its
current officers and employees and keep its relationships
with Governmental Entities, customers, suppliers, licensors,
licensees, distributors and others having business dealings
with them to the end that its goodwill and eongoing business
shall be unimpaired in all material respects at the Merger
Effective Time. In addition, and without limiting the
generality of the foregoing, except for matters set forth in
the Parent Disclosure Letter or otherwise expressly
contemplated by this Agreement, from the date of this
Agreement to the Merger Effective Time, Parent shall not,
and shall not permit any Parent Subsidiary to, do any of the
following without the prior written consent of the Company:

(1) (A) declare, set aside or pay any dividends

on, or make any other distributions in respect of, any
of its capital stock, other than (1} dividends and

[FYCoxp; 982851, 6:3815:01/10/2000--7:34p)



56

distributions by a direct or indirect wholly owned
subsidiary of Parent to its parent, (2) regular
gquarterly cash dividends with respect to the Parent
Common Stock, not in excess of $0.25 per share, in
accordance with Parent's past dividend pelicy and

{3} regular cash dividends with respect to preferred
stock of Parent or its subsidiaries in accordance with
the current terms thereof, (B) split, combine or
reclassify any of its capital stock or issue or author-
ize the issuance of any other gecurities in respect of,
in lieu of or in substitution for shares of its capital
stock, or (C) purchase, redeem or otherwise acgquire any
shares of capital stock of Parent or any Parent
Subsidiary or any other securities thereof or any
rights, warrants or options to acguire any such shares
or other securities;

(ii) issue, deliver, sell or grant (A) any shares
of its capital stock, (B) any Voting Parent Debt or
other voting securities, (C) any securities convertible
into or exchangeable for, or any options, warrants or
rights to acquire, any such shares, Voting Parent Debt,
voting securities or convertible or exchangeable
securities or (D} any "phantom" stock, "phantom" stock
rights, stock appreciation rights or stock-based
performance units, other than (1) the issuance of
Parent Common Stock upon the exercise of Parent
Employee Stock Options outstanding on the date of this
Agreement and in accordance with their present terms or
pursuant to the terms of any Parent Benefit Plan or
Parent Employment Arrangement as in effect on the date
of this Agreement or as amended in accordance with or
as permitted by this Agreement, {(2) the issuance,
subject to Section 5.01(b){Vv), of up to an additiocmnal
4,900,000 Parent Employee Stock Options and 100,000
shares of restricted stock pursuant to the Parent Stock
Plans in accordance with their present terms and the
texrms of the Parent stock options issued in the
ordinary course prior to the date of this Agreement and
the issuance of Parent Common Stock upon the exercise
of such Parent Employee Stock Options and (3) the
issuance of "phantom" stock or "phantom" stock rights
or, subject to Section 5.01 (b) (v), stock appreciation
rights or stock-based performance units, pursuant to
the terms of any Parent Benefit Plan or Parent
Employment Arrangement in effect on the date of this
Agreement or as amended in accordance with or as
permitted by this Agreement;

(iii) amend its certificate of incorporation, by-
laws or other comparable charter or organizational
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documents, except for such amendments to its
certificate of incorporation, by-laws and other
comparable charter or organizational documents that do
not have an adverse affect on the Merger and the other

Transactions;

(iv) acquire or agree to acquire (A) by merging or
consolidating with, or by purchasing a substantial
equity interest in or portion of the assets of, or by
any other manner, any business or any corporation,
partnership, joint venture, association or other
business organization or division thereof, (B) any
assets that are material, individually or in the
aggregate, to Parent and the Parent Subsidiaries, taken
as a whole, except Parent or a Parent Subsidiary may
acquire or otherwise invest in any assets, other than
nuclear plants, so long as Parent consults with the
Company concerning any acquisition or investment that
is not listed in the Parent Disclosure Letter and
involves an expenditure that, individually, is the
excess of $50,000,000, or in the aggregate during such
period, are in excess of $250,000,000 or {(C) any
nuclear plants (whether through AmerGen Energy Company,
LLC, a limited liability company organized under the
laws of Delaware ("AmexGen"), or otherwise) other than
those nuclear plants in respect of which Parent or
AmerGen has made written offers or has signed
agreements as of the date of this Agreement unless (1)
Parent involves the Company in any review or
consideration of such acquisition of additional nuclear
plante, which involvement shall be for the purpose of
ensuring that any such acquisition will be consistent
with a rate of nuclear generation acquisitions and
growth that will not impair Newco's ability to provide
and maintain adequate resources and performance focus
for the entire Newco fleet and (2) Parent has obtained
the express written consent of the Company, which
consent shall not be unreascnably withheld, prior to
entering into, or permitting any Parent Subsidiary or
AmerGen to enter intc, the binding contract to acgquire
any such additional nuclear plant, or otherwise
expanding its, or permitting any Parent Subsidiary or
AmerGen to expand their, nuclear capacity;

(v) except to the extent required by Applicable
Law or by the terms of any Parent Benefit Plan, Parent
Employment Arrangement or collective bargaining
agreement in effect as of the date of this Agreement,
(A) grant to any current or former employee, officer or
director of Parent or any Parent Subsidiary any
increase in compensation or benefits or new incentive
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compensation grants, except in the ordinary course of
businegs consistent with prior practice, (B} grant to
any current or former employee, officer or director of
Parent or any Parent Subsidiary any increase in
severance, pay to stay or termination pay, except to
the extent consistent with past practice and that, in
the aggregate, does not result in a material increase
in benefits or compensation expenses, (C) enter into or
amend any Parent Employment Arrangement with any such
current or former employee, officer or director, except
to the extent permitted in subsection (B) above,

(D) establish, adopt, enter intc or amend in any
material respect any collective bargaining agreement or
Parent Benefit Plan, except, with respect to any Parent
Benefit Plan that is a Qualified Plan, as may be
required to facilitate or obtain a determination from
the Internal Revenue Service that such Parent Benefit
Plan is a Qualified Plan or (E)} take or permit to be
taken any action to accelerate any rights or benefits
or the funding thereof, or make or permit to be made
any material determinations not in the ordinary course
of business consistent with prior practice, under any
collective bargaining agreement, Parent Benefit Plan or
Parent Employment Arrangement; provided, however, that
notwithstanding anything herein to the contrary, the
foregoing shall not restrict Parent or the Parent
Subsidiaries from (1) entering into or making available
to newly hired officers and employees or to officers
and employees in the context of promotions based on job
prerformance or workplace requirements in the ordinary
course of business consistent with past practice,
plans, agreements, benefits and compensation
arrangements (including incentive grants) that have,
consistent with past practice, been made available to
newly hired or promoted officers and employees, or (2)
entering into or amending collective bargaining
agreements with existing collective bargaining
representatives so as to increase compensation or
benefits in a manner that does not materially increase
the benefits or compensation expenses of Parent and the
Parent Subsidiaries;

(vi) make any change in accounting methods,
principles or practices materially affecting the
reported consolidated assets, liabilities or results of
operations of Parent, except as required by a change in
GAAP;

{vii) sell, lease (as lessor}, license or
otherwise dispose of or subject to any Lien any
properties or assets that are material, individually or
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in the aggregate, to Parent and the Parent
Subsidiaries, taken as a whole, except sales of
inventory and excess or obsolete assets in the ordinary
course of business consistent with past practice;

(viii) except in the ordinary course of business
consistent with prior practice, (A) incur any
indebtedness for borrowed money or guarantee any such
indebtedness of another person, issue or sell any debt
securities or warrants or other rights to acquire any
debt securities of Parent or any Parent Subsidiary,
guarantee any debt securities of another person, enter
into any "keep well" or other agreement to maintain any
financial statement condition of another person or
enter into any arrangement having the economic effect
of any of the foregoing, in each case, other than in
connection with a refinancing on commercially
reasonable terms, or (B) make any loans, advances or
capital contributions to, or investments in, any other
person, other than to or in Parent or any direct or
indirect wholly owned subsidiary of Parent;

(ix) make or agree to make any new capital
expenditure or expenditures other than as permitted by
Section 5.01(b} {iv) that, individually, is in excess of
$50,000,000 or, in the aggregate, are in excess of
$250,000,000, except to the extent made or agreed to be
made in order to ensure compliance with the rules and
regulations or an order of the NRC or any other
Governmental Entity or to ensure compliance with the
terms of any Permit;

{x} make any material Tax election or settle or
compromise any material Tax liability or refund;

{xi) engage in any activities which would cause a
change in its status under PUHCA, or that would impair
the ability of Parent to claim an exemption as of right
under Rule 2 of PUHCA prior to the Merger, other than
the application to the SEC under PUHCA contemplated by
this Agreement;

(xii) enter intc or commit to any Power Purchase
Agreement except for any Power Purchase Agreement that,
in the ordinary course of business, can be entered into
without the prior approval of the Board of Directors or
a committee thereof of Parent (the threshold for
requiring submission to the board or a committee not to
be made substantially higher than that in effect on the
date hereof) unless Parent consults with the Company
regarding such Power Purchase Agreement and Parent has
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obtained the prior written consent of the Company to
such Power Purchase Agreement or such Power Purchase
Agreement is fully compliant with criteria to which the
Company has previously given a generic consent, in each
case, which consent shall not be unreasonably withheld,
it being understood that in such consultation process
Parent and the Company shall comply with all Applicable
Law and any applicable confidentiality or similar third
party agreement; or

{xiii) authorize any of, or commit or agree to
take any of, the foregoing actions.

(¢) Conduct of Businessg by Newco. Parent shall
cause Newco to perform ites obligations under this Agreement
and shall not permit Newco to take any action other than in
furtherance of this Agreement and the Transactions.

_ (d) oOther Actions. The Company and Parent shall
not, and shall not permit any of thelr respective subsidi-
aries to, take any action that would, or that could reason-
ably be expected to, result in (i) any of the representa-
tions and warranties of such party set forth in this
Agreement that is gqualified as to materiality becoming
untrue, (ii) any of such representations and warranties that
is not soc qualified becoming untrue in any material respect
or (iii) except as otherwise permitted by Section 5.02 or
5.03, any condition to the Merger get forth in Article VII
not being satisfied.

{e) Advice of Chapges., The Company and Parent
shall promptly advise the other orally and in writing of any
change or event that has or could reasonably be expected to
have a Company Material Adverse Effect or Parent Material
Adverse Effect, as the case may be.

{£) Coordination of Dividends. Each of Parent
and the Company shall coordinate with the other regarding
the declaration and payment of dividends in respect of
Parent Common Stock and Company Common Stock and the record
dates and payment dates relating thereto, it being the
intention of Parent and the Company that no holder of Parent
Common Stock, Company Common Stock or Newco Common Stock
shall receive two dividends, or fail to receive one
dividend, for any single calendar quarter with respect to
its shares of Parent Common Stock or Company Common Stock,
as the case may be, and/or any shares of Newco Common Stock

“any such holder receives in exchange therefor pursuant to

the Merger.
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(g) Recrgapizations. The parties hereto agree

that this Agreement shall not in any manner restrict

(i} Parent from forming a holding company and such
subsidiaries as Parent considers appropriate to separate its
regulated and unregulated businesses (the "Parent .
Reorganization") and (ii) the Company from forming such
subsidiaries as the Company considers appropriate to
separate its regulated and unregulated businesses (the
"Company Reorganization"). The parties to this Agreement
acknowledge and agree that implementation by Parent of the
Parent Reorganization or by the Company of the Company
Reorganization shall not constitute (x) a breach of or
failure to perform any of the representations, warranties or
covenants in this Agreement or (y) otherwise result in the
failure of any condition to the obligaticon of the Company or
Parent, as applicable, to consummate the Merger to be
satisfied.

{hh) Transition Bonds. Notwithstanding any
provision herein to the contrary, this Agreement shall not
restrict Parent from (i} issuing through PECO Energy Trust,
a Delaware business trust and a Parent Subsidiary, or
through any other special purpose entity which is a Parent
Subsidiary, transition bonds in accordance with the
Pennsylvania Competition Act in an aggregate principal
amount not to exceed $1,000,000,000, (ii}) selling, in
connection with such issuance, all or any part of the
"Intangible Transition Property! (as such term is defined in
the Pennsylvania Competition Act) and any other property or
rights necessary as collateral to secure such transition
bonds and (iii) using the proceeds from such issuances of
transition bonds to purchase Parent Common Stock for
aggregate consideration of up to $500,000,000 as :
contemplated by Section 6.15(a), to repay outstanding debt
of the Parent or to purchase Parent Preferred Stock.

SECTION 5.02. No Solicitation by Company.

{a) The Company agrees that, during the term of this
Agreement, it shall not, and shall not authorize or permit
any of its subsidiaries or any director, officer, employee,
agent or representative (collectively, "Representatives") of
the Company or any of its subsidiariesg, directly or
indirectly, to (i) solicit, initiate, encourage or
facilitate, or furnish or disclose non-public information in
furtherance of, any inquiries or the making of any propocsal
with respect to a Company Competing Transaction {(as defined
herein) or (ii) negotiate, explore or otherwise engage in
discussions with any person (other than Parent or Newco or
their respective Representatives) with respect to any

Company Competing Transaction. The term "Company Competing
Iransaction" means any recapitalization, merger,
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consolidation or other business combination involving the
Company, or acquisition of any material portion of the
capital stock or assets (except for (A) acquisitions of
assets in the ordinary course of business, (B) acquisitions
by the Company that do not and could not reasonably be
expected to impede the consummation of the Merger and do not
violate any other covenant in this Agreement,

(C) transactions disclosged in the Company Disclosure Letter
and {D) the Transactions) of the Company, or any combination
of the foregoing. The Company will immediately cease all
existing activities, discussions and negotiations with any
parties conducted heretofore with respect to any of the
foregoing and shall use its reasonable best efforts to
enforce any confidentiality or similar agreement relating to
a Company Competing Transaction. From and after the
execution of this Agreement, the Company shall immediately
advise Parent in writing of the receipt, directly or
indirectly, of any inguiries, discussions, negotiations, or
proposals relating to a Company Competing Transaction
(including the specific terms thereof), and promptly furnish
to Parent a copy of any such proposal or inguiry in addition
to any information provided to or by any third party
relating thereto and if such proposal or inguiry is not in
writing, the identity of the person making such proposal or
inguiry. Notwithstanding the foregoing, prior to receipt of
the Company Shareholder Approval, the Company may, but only
to the extent that the Board of Directors of the Company
shall conclude in goed faith, based upon the advice of its
cutside counsel, that failure to take such action could
reasonably be expected to constitute a breach of the
fiduciary obligations of such Board of Directors under
Applicable Law, in response to a proposal for a Company
Competing Transaction that constitutes a Qualifying Company
Proposal (as defined in Section 5.02(d)) that did not result
from the breach or a deemed breach of this Section 5.02, and
subject to compliance with the notification provisions of
this Section 5.02, (A) furnieh non-public information with
respect to the Company to the person proposing such Company
Competing Transaction and its Representatives pursuant to a
confidentiality agreement with terms no less restrictive of
such person than those set forth in the Confidentiality
Agreement (as defined in Section 6.02) and (B) participate
in discussions or negotiations with such person and its
Representatives regarding such Company Competing
Transaction. Without limiting the foregoing, it is agreed
that any violation of the restrictions set forth in this
Section 5.02(a) by any Representative or affiliate of the
Company or any Company Subsidiary, whether or not such
person is purporting to act on behalf of the Company or any
Company Subsidiary or otherwise, shall be deemed to be a
breach of this Section 5.02(a) by the Company.
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{b) Neither the Board of Directors of the Company
nor any committee thereof shall {i) withdraw or modify, or
propose to withdraw or modify, in a manner adverse to
Parent, the approval or recommendation by the Board of
Directors of the Company of this Agreement and the
Transactions, (il) approve, or permit or cause the Company
to enter inteo, any definitive agreement providing for the
implementation of any Company Competing Transaction (each a
"Company Acquisition Agreement") or (iii} approve or
recommend, Or propose to approve or recommend, any Company
Competing Transaction. Notwithstanding the foregoing, prior
to receipt of the Company Shareholder Approval, and only to
the extent that the Board of Directors of the Company shall
conclude in good faith, based upon the advice of its outside
counsel, that failure to take such action could reasonably
be expected to constitute a breach of the fiduciary
obligations of such Board of Directors under Applicable Law
in response to a proposal for a Company Competing
Transaction that constitutes a Qualifying Company Proposal
that did not result from the breach or a deemed breach of
this Section 5.02, (A) the Board of Directors of the Company
may withdraw or modify its approval or recommendation of
this Agreement and the Transactiocns and, in connection
therewith, approve or recommend such Qualifying Company
Proposal and (B) the Board of Directors of the Company may
approve and the Company may enter into a Company Acquisition
Agreement contemporaneously with its termination of this
Agreement pursuant to Section 8.01(f).

{c) Nothing contained in this Section 5.02 shall
prochibit the Company from taking and disclosing to its
shareholders a position contemplated by Rule l4e-2(a)
promulgated under the Exchange Act or from making any
disclosure to its shareholders if, in the good faith
judgment of the Board of Directors of the Company after
consultation with outside counsel, failure to so disclose
would be inconsistent with its obligations under Applicable
Law.

(d) For purposes of this Agreement, "Qualifying
Company Proposal" means any proposal made by a third party
to acquire all of the equity securities or all or
substantially all of the assets of the Company, pursuant to
a tender offer, a merger, a consolidation, a
recapitalization, a sale of its assets or otherwise, that is
(A} for consideration that is comprised solely of cash or
marketable securities, or a combination thereof, and not
conditioned on financing, (B) on terms which the Board of
Directors of the Company determines in its good faith
judgment (based on the advice of a nationally recognized
independent investment banking firm) to be superior from a
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financial point of view to the holders of Company Common
Stock to the Transactions {taking into account all of the
terms of any proposal by Parent to amend or modify the terms
of the Transactions) and to be more favorable generally to
the Company's shareholders than the Transactions (taking
into account all financial and strategic considerations,
including relevant legal, financial, regulatory and other
aspects of such proposal and the third party making such
proposal and the conditions and prospects for completion of
such proposal, the strategic direction of and benefits
sought by the Company and all of the terms of any proposal
by Parent to amend or modify the terms of the Transactions)
and {C) reasonably capable of being completed within 18
months of the termination of this Agreement or by the
Outside Date, whichever is later, taking into account all
legal, financial, regulatory and other aspects of such
proposal and the third party making such proposal.

SECTION 5.03. ol Lo arent
{a) Parent agrees that, during the term of this Agreement,
it shall not, and shall not authorize or permit any of its
subsidiaries or any of its or its subsidiaries’
Representatives, directly or indirectly, to (i) solicit,
initiate, encourage or facilitate, or furnish or disclose
non-public information in furtherance of, any inguiries or
the making of any proposal with respect to a Parent
Competing Transaction {as defined herein) or (ii) negotiate,
explore or otherwise engage in discussions with any person
{other than Company or Newco or their respective
Representatives) with respect to any Parent Competing
Transaction. The term "Parent Competing Transaction" means
any recapitalization, merger, consoclidation or other )
business combination involving Parent, or acgquisition of any
material portion of the capital stock or assets (except for
{a) acquisitions of assets in the ordinary course of
business, (B) acquisitions by Parent that do not and could
not reasonably be expected to impede the consummation of the
Merger and do not violate any other covenant in this
Agreement, ({(C) transactions disclosed in the Parent
Disclosure Letter and (D) the Transactions) of Parent, or
any combination of the foregoing. Parent will immediately
cease all existing activities, discussions and negotiations
with any parties conducted heretofore with respect to any of
the foregoing and shall use its reasonable best efforts to
enforce any confidentiality or similar agreement relating to
a Parent Competing Transaction. From and after the
execution of this Agreement, Parent shall immediately advise
the Company in writing of the receipt, directly or
indirectly, of any inquiries, discussions, negotiations, or
proposals relating to a Parent Competing Transaction
{including the specific terms thereof), and promptly furnisgh
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to the Company a copy of any such proposal or inguiry in
-addition to any information provided to or by any third
party relating thereto and if such proposal or inquiry is
not in wrltlng, the identity of the person making such
proposal or inquiry. Notwithstanding the foregoing, prior
to receipt of the Parent Shareholder Approval, Parent may,
but only to the extent that the Board of Directors of Parent
shall conclude in good faith, based upon the advice of its
outside counsel, that fallure to take such action could
reasonably be expected to constitute a breach of the
fiduciary obligations of such Board of Directors under
Applicable Law, in response to a proposal for a Parent
Competing Transaction that constitutes a Qualifying Parent
Proposal (as defined in Section 5.03(d)) that did not result
from the breach or a deemed breach of this Section 5.03, and
subject to compliance with the notification provisions of
this Section 5.03, (&) furnish non-public information with
respect to Parent to the person proposing such Parent
Competing Transaction and its Representatives pursuant to a
confidentiality agreement with terms no less restrictive of
such person than those set forth in the Confidentiality
Agreement {(as defined in Section 6.02) and (B) participate
in discugsions or negotiations with such person and its
Representatives regarding such Parent Competing Transaction.
Without limiting the foregoing, it is agreed that any
violation of the restrictions set forth in this \

Section 5.03(a} by any Representative or affiliate of Parent
or any Parent Subsidiary, whether or not such person is
purporting to act on behalf of Parent or any Parent
Subsidiary or otherwise, shall be deemed to be a breach of
this Section 5.03(a} by Parent.

(b) Neither the Board of Directors of Parent nor
any committee thereof shall (i)} withdraw or modify, or
propose te withdraw or modify, in a manner adverse to the
Company, the approval or recommendation by the Board of
Directors of Parent of this Agreement and the Transactions,
(ii) approve, or permit or cause Parent to enter into, any
definitive agreement providing for the 1mplementat10n of any

Parent Competing Transaction (each a "Parent Acquigition
re nt") or (iii) approve or recommend, or propose to

approve or recommend, any Parent Competing Transaction.
Notwithstanding the foregeoing, prior to receipt of the
Parent Shareholder Approval, and only to the extent that the
Board of Directors of Parent shall conclude in good faith,
based upon the advice of its outside counsel, that failure
to take such action could reasonably be expected to
constitute a breach of the fiduciary obllgatlons of such
Board of Directors under Applicable Law in response to a
proposal for a Parent Competing Transaction that constitutes
a Qualifying Parent Proposal that did not result from the
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breach or a deemed breach of this Section 5.03, (A} the
Board of Directors of Parent may withdraw or modify its
approval or recommendation of this Agreement and the
Transactions and, in connection therewith, approve or
recommend such Qualifying Parent Proposal and (B) the Board
of Directors of Parent may approve and Parent may entexr into
a Parent Acquisition Agreement contemporaneously with its
termination of this Agreement pursuant to Section 8.01(h).

(c) Nothing contained in this Section 5.03 shall
prohibit Parent from taking and disclosing to its
shareholders a position contemplated by Rule 1l4e-2(a)
promulgated under the Exchange Act or from making any
disclosure to its shareholders if, in the good faith
judgment of the Board of Directors of Parent after
consultation with outside counsel, failure to go discleose
would be inconsistent with its obligations under Applicable
Law.

(d) For purposes of this Agreement, "Qualifying
Parent Proposal" means any proposal made by a third party to
acquire all of the equity securities or all or substantially
all of the assets of Parent, pursuant to a tender offer, a
merger, a consolidation, a recapitalization, a sale of its
assets of otherwise, that is (A) for consideration that is
comprised solely of cash or marketable securities, or a
combination thereof, and not conditioned on financing,
(B} on terms which the Board of Directors of Parent
determines in its good faith judgment (based on the advice
of a nationally recognized independent investment banking
firm} to be superior from a financial point of view to the
holders of Parent Common Stock to the Transactions (taking
into account all of the terms of any proposal by Company to
amend or modify the terms of the Transactions) and to be
more favorable generally to Parent's shareholders than the
Trangactions (taking into account all financial and
strategic comnsiderations, including relevant legal,
financial, regulatory and other aspects of such proposal and
the third party making such proposal and the conditions and
prospects for completion of such proposal, the strategic
direction of and benefits socught by Parent and all of the
terms of any proposal by the Company to amend or modify the

-terms of the Transactions) and (C) reasonably capable of

being completed within 18 months of the termination of this
Agreement or by the Outside Date, whichever is later, taking
into account all legal, financial, regulatory and other
aspects of such proposal and the third party making such
proposal.
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ARTICLE VI
Additional Agreements
SECTION 6.01. r rati e S-4

Proxy Statement: Shareholders Meetings: Adoption by Sole
Shareholder, (a) The Company, Parent and Newco shall
prepare and file with the SEC the Proxy Statement in
preliminary form and Parent, the Company and Newco shall
prepare and file with the SEC the Form $-4, in which the
Proxy Statement will be included as a prospectus. Each of
the Company, Parent and Newco shall use its reasonable best
efforts to have the Form S-4 declared effective under the
Securities Act as promptly as practicable after such filing.
Each of the Company, Parent and Newco shall use its
reasonable best efforts to cause the Proxy Statement to be
mailed to its respective shareholders as promptly as
practicable after the Form S5-4 is declared effective under
the Securities Act. Newco shall also take any action (cother
than qualifying to do business in any jurisdiction in which
it is not now so qualified) required to be taken under any
applicable state securities laws in connection with the
issuance of Newco Common Stock in the Merger and under the
Company Stock Plans and the Parent Stock Plans, and the
Company and Parent shall furnish all information concerning
the Company or Parent, as applicable, and the holders of the
Company Commen Stock or Parent Common Stock and rights to
acquire Company Common Stock or Parent Common Stock pursuant
to the Company Stock Plans or the Parent Stock Plans as may
be reasonably requested in connection with any such action.
The parties shall notify each other promptly of the receipt
of any comments from the SEC or its staff and of any reguest
by the SEC or its staff for amendments or supplements to the
Proxy Statement or the Form S-4 or for additional
information and shall supply each other with copies of all
correspondence between such party or any of its
Representatives, on the cone hand, and the SEC or ite staff,
on the other hand, with respect to the Proxy Statement, the
Form S-4 or the Merger.

(b) If prior to the Merger Effective Time any
event occurs with respect to the Company or any Company
Subsidiary or any change occurs with respect to information
supplied by or on behalf of the Company for inclusion in the
Proxy Statement or the Form $-4 which, in each case, is
required to be described in an amendment of, or a supplement
to, the Proxy Statement or the Form S-4, the Company shall
promptly notify Parent of such event, and the Company shall
cooperate with Parent and Newco in the prompt filing with
the SEC of any necessary amendment or supplement to the
Proxy Statement and Form S-4 and, as required by law, in
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disseminating the information contained in such amendment or
supplement to the Company's shareholders and to Parent's

shareholders.

{(c) If prior to the Merger Effective Time any
event occurs with respect to Parent or any Parent Subsidiary
or any change occurs with respect to information supplied by
or on behalf of Parent for inclusion in the Proxy Statement
or the Form S-4 which, in each case, is required to be
described in an amendment of, or a supplement to, the Proxy
Statement or the Form S-4, Parent shall promptly notify the
Company of such event, and Parent shall cooperate with
Company in the prompt filing with the SEC of any necessary
amendment or supplement to the Proxy Statement and the
Form S-4 and, as required by law, in disseminating the
information contained in such amendment or supplement teo the
Company's shareholders and to Parent's shareholders.

{(d} The Company shall, as soon as practicable
following effectiveness of the Form S-4, duly call, give
notice of, convene and hold a meeting of its shareholders
(the "Company Shareholders Meeting") for the purpose of
seeking the Company Shareholder Approval. The Company shall
use its reasonable best efforts to cause the Proxy Statement
to be mailed to the Company's shareholders as promptly as
practicable after the Form S5-4 is declared effective under
the Securities Act. Subject to Section 5.02(b), the Company
shall, through its Board of Directors, recommend to its
shareholders that they give the Company Shareholder
Approval. Without limiting the generality of the foregoing,
the Company agrees that its obligations pursuant to the
first two sentences of this Section 6.01(d) shall not be
affected by the commencement, public proposal, public
disclosure or communication to the Company of any Company
Competing Transaction.

(e} Parent shall, as soon as practicable
following the date of this Agreement, duly call, give notice
of, convene and hold a meeting of its shareholders (the
"Eé£§BL_§hé£§thQ§£§_M§§L;BQ") for the purpose of seeking
the Parent Shareholder Approval. The Parent shall use its
reasonable best efforts to cause the Proxy Statement to be
mailed to the Parent's shareholders as promptly as
practicable after the Form S-4 is declared effective under
the Securities Act. Subject to Section 5.03(b), Parent
shall, through its Board of Directors, recommend to its
ahareholders that they give the Parent Shareholder Approval.
Without limiting the generality of the foregoing, Parent
agrees that its cbligations pursuant to the first two
sentences of this Section 6.01(e) shall not be affected by
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the commencement, public propesal, public disclosure or
communication to Parent of any Parent Competlng Transaction.

(f) The Company shall use its reasonable best
efforts to cause to be delivered to Parent a letter of
Arthur Andersen LLP, the Company's independent public
accountants, dated a date within two business days before
the date on which the Form S-4 shall become effective and
addressed to Parent, in form and substance reasconably
satisfactory to Parent and customary in scope and substance
for letters delivered by independent public. accountants in
connection with registration statements similar to the
Form 5-4.

(g) Parent shall use its reasonable best efforts
to cause to be . delivered to the Company a letter of
PricewaterhouseCoopers LLP, Parent's independent public
accountants, dated a date within two business days before
the date on which the Form $-4 ghall become effective and
addressed to the Company, in form and substance reasonably
satisfactory to the Company and customary in scope and
substance for letters delivered by independent public
accountants in connection with registration statements
similar to the Form S-4.

(h) Parent, as sole shareholder of Newco, shall
adopt this Agreement.

SECTION 6.02. f i ; C i i-
ality. EBach of the Company and Parent after reasonable
notice shall, and shall cause each of its respective
subsidiaries to, afford to the other party and to the
officers, employees, accountants, couneel, financial
advisors and other representatives of such other party,
reasonable access during normal business hours during the
period prior to the Merger Effective Time to all their
respective properties, books, contracts, commitments,
personnel and records and, during such period, each of the
Company and Parent shall, and shall cause each of its
respective subsidiaries to, furnish promptly to the other
party (a) a copy of each report, schedule, registration
statement and other document filed by it during such pericd
pursuant to the requirements of Federal or state securities
laws and (b) all other information concerning its business,
properties and persomnnel as such other party may reasonably
request. Without limiting the generality of the foregoing,
each of the Company and Parent shall, within two business
days of request therefor, provide to the other the
information (x) described in Rule l14a-7(a) (2) (ii) under the
Exchange Act, (y) to which a holder of Company Common Stock
would be entltled under Section 7.75 of the IBCA (assuming
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such holder met the requirements of such Section) and (z} to
which a holder of Parent Common Stock would be entitled.
under Section 1508 of the PBCL (assuming such holder met the
requirements of such Section). All information exchanged
pursuant to this Section 6.02 shall be subject to the
confidentiality agreement dated July 15, 1999, between the
Company and Parent (the “gonflgggglalltx Agreement ")}, and

this Agreement constitutes a Definitive Agreement as defined
therein.

SECTION 6.03. Regulatory Matters: Reaeonable Best
Efforts. (a) Regulatory Approvals. Upon the terms and
subject to the conditions set forth in this Agreement and
subject to actions taken in compliance with Section 5.02 (b}
or 5.03(b), as the case may be, each of the parties hereto
shall cooperate and promptly prepare and file all necessary
documentation, to effect all necessary applications,
notices, petitions, filings and other documents, and shall
use reasonable best efforts to cobtain all necessary Consents

‘of all Governmental Entities necessary or advisable to

consummate and make effective, in the most expeditious
manner practicable, the Merger and the other Transactions,
including the Parent Required Statutory Approvals and the
Company Required Statutory Approvals. Parent shall have the
right to review and approve in advance all characterizations
of the information relating to the Company, on the one hand,
and the Company shall have the right to review and approve
in advance all characterizations of the information relating
to Parent, on the other hand, in either case, which appear
in any filing made in comnnection with the Merger or the
other Transactions. Parent and the Company agree that they
will consult with each other with respect to the cobtaining
of all such necessary Consents of Governmental Entities.

(b) Further Actiongs. Upon the terms and subject
to the conditions set forth in this Agreement, each of the

parties agrees to use reasonable best efforts to take, or
cause to be taken, all acticng, and to do, or cause to be
done, and to assist and cooperate with the other parties in
doing, all things necessary, proper or advisable to
consummate and make effective, in the most expeditious
manner practicable, the Merger and the other Transactions,
including (i) the obtaining of all necessary consents,
approvals or waivers from third parties, (ii) the defending
of any lawsuits or other legal proceedings, whether judicial
or administrative, challenging this Agreement or the
consummation of the Transactions, including seeking to have
any stay or temporary restraining order entered by any court
or other Governmental Entity vacated or reversed, and

(iii) the execution and delivery of any additional
instruments necessary to consummate the Transactions and to
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fully carry out the purposes of this Agreement.
Notwithstanding the foregoing, the Company and its
Representatives and Parent and its Representatives shall not
be prOhlbltEd under this Section 6.03(b) from taking any
actions in compliance with Section 5.02(b) or 5.03(b},

respectively.

(c) 8State Anti-Takeover Statutes., In connection

with and without limiting the generality of Section 6.03(b),
Parent and the Company shall (i) take all action necessary
to ensure that no state anti-takeover statute or similar
statute or regulation is or becomes applicable to any
Transaction or this Agreement and (ii) if any state anti-
takeover statute or similar statute or regulation becomes
applicable to any Transaction or this Agreement, take all
action necessary to ensure that the Merger and the other
Transactions may be consummated as promptly as practicable
on the terms contemplated by this Agreement and otherwise to
minimize the effect of such statute or regulation on the
Merger and the other Transactions. Notwithstanding the
foregoing, the Company and its Representatives and Parent
and its Representatives shall not be prochibited under this
Section 6.03(c) from taking any action permitted by Section
5.02(b) or 5.03(b}, respectively.

(d) Notices. The Company shall give prompt
notice to Parent, and Parent or Newco shall give prompt
notice to the Company, of (i) any representation or warranty
made by it contained in this Agreement that is qualified as
to materiality becoming untrue or inaccurate in any respect
or any such representation or warranty that is not so
qualified becoming untrue or inaccurate in any material
respect or {ii) the failure by it to comply with or satisfy
in any material respect any covenant, condition or agreement
to be complied with or satisfied by 1t under this Agreement;
provided, however, that no such notification shall affect
the representatlons, warranties, covenants or agreements of
the parties or the conditions to the obligations of the
parties under this Agreement.

SECTION 6.04. nd Parent 8 iong
nd P (a} Prior to the Merger Effective
Time, the Company Board (or, if appropriate, any committee
administering the Company Stock Plans) shall adopt such
resolutions or take such other actions as may be required to
effect the following:

(1) adjust the terms of all outstanding Company
Employee Stock Options to provide that, at the Merger
Effective Time, each Company Employee Stock Option out-
standing 1mmed1ate1y prior to the Merger Effectivée Time
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ghall be deemed to constitute an option-to acguire, on
the same terms and conditions as were applicable under
such Company Employee Stock Option, the same number of
shares of Newco Common Stock as the holder of such
Company Employee Stock Option would have been entitled
to receive pursuant to the Merger had such holder
exercised such Company Employee Stock Option in full
immediately prior to the Merger Effective Time, at a
price per share equal to {A) the aggregate exercise
price for the shares of Company Common Stock otherwise
purchasable pursuant to such Company Employee Stock
Option immediately prior to the Merger Effective Time
(whether or not exercisable) divided by (B) the number
of shares of Newco Common Stock deemed purchasable
pursuant to such Company Employee Stock Option;
provided, however, that in the case of any qualified
stock optione under Sections 422-424 of the Code, the
option price, the number of shares purchasable pursuant
to such opticon and the terms and conditions of exercise
of such option shall be determined in order to comply
with Section 424 (a) of the Code; provided, further,
howeveyr, that solely for purposes of making the
adjustments to Company Employee Stock Options reguired
by this Section €.04, the Company Conversion Number
. 8hall be 0.%5 and the Company Cash Consideration shall
be disregarded;

(ii) make such other changes to the Company Stock
Plans and the terms of any Company Employee Stock
Options as it deems appropriate to give effect to the
Merger (subject to the approval of Parent, which ghall
not be unreascnably withheld}; and

(iii) ensurxe that, after the Merger Effective Time,
no Company Employee Stock Options may be granted under
any Company Stock Plan.

(b) Prior to the Exchange Effective Time, the
Parent Board (or, if appropriate, any committee
administering the Parent Stock Plans) shall adopt such
resolutions or take such other actions as may be required to
effect the following:

(i} adjust the terms of all outstanding Parent
Employee Stock Options to provide that, at the Exchange .
Effective Time, each Parent Employee Stock Option out-
standing immediately prior to the Exchange Effective
Time shall be deemed to constitute an option to
acquire, on the same terms and conditions as were
applicable under such Parent Employee Stock Option, the
same number ©f shares of Newco Common Stock as the
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holder of such Parent Employee Stock Option would have
been entitled to receive pursuant to the Merger had
such holder exercised such Parent Employee Stock Option
in full immediately prior to the Exchange Effective
Time, at a price per share equal to (B} the aggregate
exercise price for the shares of Parent Common Stock
otherwise purchasable pursuant to such Parent Employee
Stock Option immediately prior to the Exchange
Effective Time (whether or not exercisable) divided by
{B) the number of shares of Newco Common Stock deemed
purchasable pursuant to such Parent Employee Stock
Option; provided, however, that in the case of any
qualified stock options under Sections 422-424 of the
Code, the option price, the number of shares
purchasable pursuant to such option and the terms and
conditions of exercise of such option shall be
determined in order to comply with Section 424 (a) of
the Code;

{ii) make such other changes to the Parent Stock
Plans and the terms of outstanding Parent Employee
Stock Options as it deems appropriate to give effect to
the Merger (subject to the approval of the Company,
which shall not be unreasonably withheld); and

{iii) ensure that, after the Exchange Effective
Time, no Parent Employee Stock Options may be granted
under any Parent Stock Plan.

{c}) At the Merger Effective Time, and subject to
compliance by the Company with Section 6.04(a), Newco shall
asgsume all the obligations of the Company under the Company
Stock Plans, each outstanding Company Employee Stock Option
and the agreements evidencing the grants thereof. As soon
as practicable after the Merger Effective Time, Newco shall
deliver to the holders of Company Employee Stock Options
appropriate notices setting forth such holders' rights
pursuant to the respective Company Stock Plans, and the
agreements evidencing the grants of such Company Employee
Stock Options shall continue in effect on the same terms and
conditions (subject to the adjustments required by this
Section 6.04 after giving effect to the Merger). Newco
shall comply with the terms of the Company Stock Plans and
ensure, to the extent required by, and subject to the
provisions of, such Company Stock Plans, that the Company
Employee Stock Options that qualified as qualified stock
options prior to the Merger Effective Time continue to
qualify as qualified stock options after the Merger
Effective Time.
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{d) At the Exchange Effective Time, and subject
to compliance by Parent with Section 6.04 (b), Newco shall
assume all the obligations of Parent under the Parent Stock
Plans, each outstanding Parent Employee Stock Option and
Parent SAR the agreements evidencing the grants thereof. As
soon as practicable after the Exchange Effective Time, Newco
shall deliver to the holders of Parent Employee Stock
Options and Parent SARs appropriate notices setting forth
such holders' rights pursuant to the respective Parent Stock
Plans, and the agreements evidencing the grants of such
Parent Employee Stock Options and Parent SARs shall continue
in effect on the same terms and conditions (subject to the
adjustments required by this Section 6.04 after giving
effect to the Merger). Newco shall comply with the terms of
the Parent Stock Plans and ensure, to the extent required
by, and subject to the provisions of, such Parent Stock
Plans, that the Parent Employee Stock Options that qualified
as gqualified stock options prior to the Exchange Effective
Time continue to qualify as qualified stock options after
the Exchange Effective Time.

(e} With respect to each employee or director
benefit or compensation plan, program or arrangement, other
than the Company Stock Plans and the Parent Stock Plans,
under which Company Common Stock or Parent Commeon Stock is
required to be used for purposes of the payment of benefits,
grant of awarde or exercise of options (each, a "8tock
Plan"), (i) the Company and the Parent shall take such
action as may be necegsary so that, after the Merger
Effective Time, such Stock Plan shall provide for issuance
or purchase in the open market only of Newco Common Stock
rather than Company Common Stock or Parent Common Stock, as’
the case may be, and otherwise to amend such Stock Plans to
reflect this Agreement and the Merger, and (ii) Newco shall
take all corporate action necessary or appropriate to obtain
shareholder approval with respect to such Stock Plan to the
extent such approval is reguired for purposes of the Code or
other Applicable Law. Newco shall take all corporate action
necessary to reserve for issuance a sufficient number of
shares of Newco Common Stock for delivery upon exercise of
the Company Employee Stock Options and Parent Employee Stock
Options assumed in accordance with this Section 6.04 or the
payment of benefits, grant of awards or exercise of optionms
under such Stock Plans. As soon as reasonably practicable
after the Merger Effective Time, Newco shall file one or
more registration statements on Form S-8 {or any successor
or other appropriate form) with respect to the shares of
Newco Common Stock subject to such Company Employee Stock
Options and Parent Employee Stock Options or to such Stock
Plans and shall use its reasonable best efforts to maintain
the effectiveness of such registration statement or
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registration statements (and maintain the current status of
the prospectus or progpectuses contained therein or related
thereto) for so long as such Company Employee Stock Options
and Parent Employee Stock Options or such benefits or grants
of awards remain payable or such options remain outstanding.
With respect to those individuals who subsequent to the
Merger will be subject to the reporting requirements under
Section 16{a} of the Exchange Act, where applicable, Newco
shall administer the Company Stock Plans and Parent Stock
Plans assumed pursuant to this Section 6.04 and the Stock
Plans in a manner that complies with Rule 16b-3 of the SEC
to the extent the applicable plan complied with such rule
prior to the Merger. Prior to the Merger Effective Time,
Parent and Newco shall take all actions as may be reasonably
required to cause the acquisition of equity securities of
Newco, as contemplated by this Section 6.04, by any person
who is or will become a director or officer of Newco to be
eligible for exemption under Rule 16b-3(d) of the SEC.

(£f) In this Agreement:

"Company Emplovee Stock Option" means any option

to purchase Company Common Stock granted under any
Company Stock Plan.

"Company Stock Plans" means the Long-Term

Incentive Plan of the Company as amended from time to
time.

"Parent Employee Stock Option" means any option to
" purchase Parent Common Stock granted under any Parent
Stock Plan.

"Parent Stock Plans" means the PECO Energy Company
1989 Long-Term Incentive Plan and the PECO Energy
Company 1998 Stock Option Plan.:

"Parent SAR"™ means any stock appreciation right
linked to the price of Parent Common Stock and granted under
any Parent Stock Plan.

SECTION 6.05. Bepefit Plans: Workforce Matters.
(a) From and after the Merger Effective Time, Newco and its
subgidiaries shall honor and perform in accordance with
their respective terms (as in effect on the date of this
Agreement Or as amended in accordance with or as permitted
by this Agreement), all the collective bargaining agreements
of the Company, Parent or any of their respective
subsidiaries disclosed in the Company Disclosure Letter or
the Parent Disclosure Letter, respectively; provided,

"however, that this Section 6.05(a) is not intended to
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prevent Newco from enforcing such agreements in accordance
with their respective terms, including enforcement of any
reserved right to amend, modify, suspend, revoke or
terminate any such agreement.

(b) Subject to Applicable Law and obligations
under applicable collective bargaining agreements, it is the
current intenticon of Parent and the Company that any
reductions in workferce following the Merger Effective Time
in respect of employees of Newco and its subsidiaries shall
be made on a fair and egquitable basis, in light of the
circumstances and the objectives to be achieved, as
determined by Newco, without regard to whether employment
was with the Company or the Company Subsidiaries or Parent
or the Parent Subsidiaries and with due consideration to the
applicable employee's previous work history, prior
experience and skills and Newco's business needs, and any
employee whose employment is terminated or job is eliminated
shall be entitled to participate on a fair and equitable
basis as determined by Newco in the job opportunity and
employment placement programs offered by Newco or any of its
subsidiaries.

{¢) Subject to Applicable Law and obligations
under applicable collective bargaining agreements, each
Company Benefit Plan, Parent Benefit Plan, Company
Employment Arrangement and Parent Employment Arrangement in
effect on the date of this Agreement (or as amended or
established in accordance with or as permitted by this
Agreement) sghall be maintained in effect by Newco and its
subsidiaries, except as provided in Secticn 6.04, with
respect to their current and former employees, officers or
directors of the Company and Company Subsidiaries and Parent
and Parent Subsidiaries, respectively, who are covered by
such plans or arrangements immediately prior to the Merger
Effective Time until Newco determines otherwise on or after
the Merger Effective Time. Newco and its subsidiaries shall
honor, perform and, with respect to each Company Benefit
Plan and Parent Benefit Plan and Company Employment
Arrangement and Parent Employment Arrangement that is not a
multiemployer benefit plan within the meaning of
Section 4001{a) (3) of ERISA, sponsor and administer, each
such Company Benefit Plan and Parent Benefit Plan and
Company Employment Arrangement and Parent Employment
Arrangement in accordance with their respective terms (as in
effect on the date of this Agreement or as amended in
accordance with or as permitted by this Agreement), and
Newco shall (i) assume as of the Merger Effective Time each
Company Benefit Plan and Company Employment Arrangement
maintained by the Company immediately prior to the Merger-
Effective Time and as of the Exchange Effective Time each
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Parent Benefit Plan and Parent Employment Arrangement
maintained by Parent immediately prior to the Exchange
Effective Time and {(ii) perform the obligations under,
sponsor and administer such plan or arrangement in the same
manner and to the same extent that the Company or Parent, as
the case may be, would be required to perform, sponsor and
administer thereunder; provided, however, that nothing
contained herein shall limit any reserved right contained in
any such Company Benefit Plan, Company Employment
Arrangement, Parent Benefit Plan or Parent Employment
Arrangement to amend, modify, suspend, revoke or terminate
any such plan or arrangement. Without limiting the
foregoing, (i) each participant in any Company Benefit Plan
or Parent Benefit Plan shall receive credit for purposes of
eligibility to participate, vesting and eligibility to
receive benefits (but specifically excluding for benefit
accrual purposes or where such crediting would result in a
duplication of benefits} under any benefit plan of Newco or
any of its subsidiaries or affiliates for service credited
for the corresponding purpoge under any such benefit plan;
provided, however, that such crediting of service shall not
operate to cause any such plan or arrangement to fail to
comply with the applicable provisions of the Code or ERISA,
(ii} each benefit plan of Newco or its subsidiaries which is
a medical, dental or health benefit plan shall take into
account for purposes of determining a participant's
deductibles and cut-of-pocket limits thereunder expenses
previously incurred by the participant during the same year
while participating in any other such Company Benefit Plan
or Parent Benefit Plan and shall waive any restrictions and
limitations for pre-existing conditione provided therein for
any participant to the extent not applicable to the
participant in any other such Company Benefit Plan or Parent
Benefit Plan in which the participant participated
immediately prior to partic¢ipating in that benefit plan, and
(iii} each benefit plan of Newco or its subsidiaries which
is a cafeteria plan under Section 125 of the Code shall
cause credits and debits in respect of any participant in
any flexible spending account thereunder for a plan year to
be transferred to and maintained in any such corresponding
Company Benefit Plan or Parent Benefit Plan in which such
participant may subsequently participate during the same
year. The Company and the Parent will cooperate on and
after the date hereof to develop appropriate employee
benefit plans, programs and arrangements, inc¢luding but not
limited to, executive and incentive compensaticn, stock
option and supplemental executive retirement plans for
employees and directors of Newco and its subsidiaries from
and after the Merger Effective Time. However, no provision
contained in this Section 6.05({(c) shall be deemed to
constitute an employment contract between Newco and any
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individual, or a waiver of Newco's right to discharge any
employee at any time, with or without cause.

SECTION 6.06. Indemnification. (a) Newco shall,
to the fullest extent permitted by Applicable Law, honor all
the Company's and Parent's respective obligations to
indemnify (including any obligations to advance funds for
expenses) the current and former directors and officers of
the Company cor Parent, as the case may be, for acts or
omissions by such directors and officers occurring prior to
the Merger Effective Time to the extent that such
obligations to indemnify exist on the date of this
Agreement, whether pursuant to 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, individual indemnity
agreements or otherwise, and such obligatioms shall survive
the Merger and shall continue in full force and effect in
accordance with 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 individual
indemnity agreements from the Merger Effective Time.

(b) For a period of six years after the Merger
Effective Time, Newcc shall cause to be maintained in effect
the current policies of directors' and officers' liability
insurance maintained by the Company or Parent or such
substantially comparable policies as in effect on the
Closing Date, as the case may be, (provided that Newco may
substitute therefor policies with reputable and financially
sound carriers of at least the same coverage and amounts
containing terms and conditions which are no less
advantageous) with respect to claims arising from or related
to facts or events which occurred at or before the Merger
BEffective Time. 1If such insurance coverage cannot be
obtained at all, Newco shall maintain the most advantageous
policies of directors' and officers' insurance reasconably
obtainable.

(¢) From and after the Merger Effective Time, to
the fullest extent permitted by Applicable Law, Newco shall
indemnify, defend and hold harmless the present and former
officers and directors of the Company and Parent, as the
case may be, and their respective subsidiaries and any of
their respective employees who act as a fiduciary under any
Company Benefit Plan (each an "Indemnified Partv") against
all losses, claims, damages, liabilities, fees and expenses
{including attorneys' fees and disbursements), judgments,
fines and amounts paid in settlement (in the case of
settlements, with the approval of the indemnifying party
(which approval shall not be unreasonably withheld))
{collectively, "Losses"), as incurred (payable monthly upon
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written request which request shall include reasonable
evidence of the Losses set forth therein) to the extent
arising from, relating to, or otherwise in respect of, any
actual or threatened action, suit, proceeding or
investigation, in respect of actions or omissions occurring
at or prior to the Merger Effective Time in connection with
such Indemnified Party's duties as an officer, director or
employee as aforesaid, in each case, of the Company or
Parent or any of their respective subsidiaries, including in
respect of this Agreement, the Merger and the other
Transactions.

SECTION 6.07. Fees and Expenses. (a) Except as

provided below, all fees and expenses incurred in connection
with the Merger and the other Transactions shall be paid by
the party incurring such fees or expenses, whether or not
the Merger is consummated, except that expenses incurred in
connection with filing, printing and mailing the Proxy
Statement and the Form 8-4 shall be shared equally by Parent
and the Company.

(b) The Company shall pay to Parent a fee of
5250,000,000 if: (i} the Company terminates this Agreement
pursuant to Section 8.01(f}; (ii) Parent terminates this
Agreement pursuant to Section 8.01(d); or (iii) any Company
Competing Transaction was proposed to the Company oxr
publicly disclosed and thereafter the Company terminates
this Agreement pursuant to Section 8.01(b) (i} or either the
Company or Parent terminatesg this Agreement pursuant to
Section 8.01(b) (iv) or Parent terminates this Agreement
pursuant to Section B.01l(c) (but in the case of termination
pursuant to Section 8.01(c}, only in the event of
terminaticon for a wilful breach of this Agreement or failure

‘to perform this Agreement by the Company) and, in each case,

within 18 months of such termination the Company enters into
a definitive agreement to consummate or consummates any
Company Competing Transaction. Any fee due under this
Section 6.07({b} shall be paid by wire transfer of same-day
funds on the date of termination of this Agreement (except
that in the case of termination pursuant to clause (iii)
above such payment shall be made on the date of execution of
such definitive agreement or, if earlier, consummation of
such transaction or another transaction with the same party
or its affiliates).

‘ (c} Parent shall pay to the Company a fee of
$250,000,000 if: (i) Parent terminates this Agreement
pursuant to Section 8.01(h}; (ii) the Company terminates
this Agreement pursuant to Section 8.01(g); (iii) any Parent
Competing Transaction was proposed to Parent or publicly
disclosed and thereafter the Parent terminates this
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Agreement pursuant to Section 8.01 (b} (i} or either Parent or
the Company terminates this Agreement pursuant to

Section B.01({b) (v) or the Company terminates this Agreement
pursuant to Section 8.0l1{e) (but in the case of termination
pursuant to Section 8.01(e), only in the event of
termination for a wilful breach of this Agreement or failure
to perform this Agreement by Parent) and, in each case,
within 18 months of such termination Parent enters into a
definitive agreement to consummate or consummates any Parent
Competing Transaction. Any fee due under this

Section 6.07(c) shall be paid by wire transfer of same-day
funds on the date of termination of this Agreement (except
that in the case of termination pursuant to clause (iii)
above such payment shall be made on the date of execution of
guch definitive agreement or, if earlier, consummation of
such transaction or another transaction with the same party
or its affiliates).

{d) The Cowmpany shall reimburse Parent and Newco
for all its out-of-pocket expenses actually incurred in
connection with this Agreement, the Merger and the other
Transactions, up to a limit of $15,000,000, if a fee becomes
payable pursuant to Section 6.07(b) or if this Agreement is
otherwise terminated pursuant to Section 8.01(b) (iv) or
8.01(c). Such reimbursement shall be paid upon demand
following such termination.

(e) Parent shall reimburse the Company for all
its out-of-pocket expenses actually incurred in connection
with this Agreement, the Merger and the other Transactions,
up to a limit of $15,000,000, if a fee becomes pavable
pursuant to Section 6.07(c) or if this Agreement is
otherwise terminated pursuant to Section 8.01(b) (v) or
8.01{(e}). Such reimbursement shall be paid upon demand
following such termination.

SECTION 6.08. Public Announcements. Parent and

Newco, on the one hand, and the Company, on the other hand,
shall consult with each other before issuing, and provide
each other the opportunity to review and comment upon, any
press release or other public statements with respect to
this Agreement, the Merger and the other Transactions and
shall not issue any such press release or make any such
public statement prior to such consultation, except as may
be required by Applicable Law, court process or by
obligations pursuant to any listing agreement with any
national securities exchange.

SECTION 6.09. Transfer Taxes. All stock

transfer, real estate transfer, documentary, stamp,
recording and other similar Taxes (including interest,
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penalties and additions to any such Taxes} ("Transfer
Taxes") incurred in connection with the Transactions shall
be paid by the party incurring the Transfer Tax, and the
parties hereto shall cooperate with each other in preparing,
executing and filing any Tax Returns with respect to such
Transfer Taxes.

SECTION 6.10. Affiliates. (a) Promptly
following the date of execution of this Agreement, the
Company shall deliver to Parent and Newco a letter identify-
ing all persons who are expected by the Company to be on the
Closing Date, or were as of the date of this Agreement,
raffiliates" of the Company for purposes of Rule 145 under
the Securities Act. The Company shall use its reasonable
best efforts to cause each such person to deliver to Parent
on or prior to the date of mailing of Proxy Statement a
written agreement substantially in the form attached as
Exhibit C.

(b) Promptly following the date of execution of
this Agreement, Parent shall deliver to the Company a letter
indemnifying all persons who are expected by Parent to be,
on the Closing Date, or were as of the date of this
Agreement, "affiliates™ of Parent for purposes of Rule 145
under the Securities Act. Parent shall use its reascnable
best efforts to cause each such person to deliver to the
Company on or prior to the date of mailing of the Proxy
Statement a written agreement substantially in the form of
Exhibit D. ‘

SECTION &£.11. Stock Exchange Listipng, Parent and
the Company shall use all reasonable efforts to cause the
shares  of Newco Common Stock to be issued in the Merger and
under the Company Stock Plans and Parent Stock Plans to be
approved for listing on the NYSE, subject to official notice
of isauance, prior to the Closing Date. :

SECTION 6.12. i s Agreements; Con e if
Rights Triggered. The Company Board shall take all action

requested in writing by Parent in order to render the
Company Rights inapplicable to the Merger and the other
Transactions. Except as approved in writing by Parent or as
set forth in the Company Disclosure Letter, the Company
Board shall not (i) amend the Company Rights Agreement,

{ii) redeem the Company Rights or (iii) take any action with
respect to, or make any determination under, the Company
Rights Agreement. If any Distribution Date, Stock
Acquisition Date or Triggering Event occurs under the
Company Rights Agreement at any time during the periocd from
the date of this Agreement to the Merger Effective Time, the
Company and Parent shall make such adjustment to the Company
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Exchange Ratio and the Parent Exchange Ratio as the Company
and Parent shall mutually agree so as to preserve the
economic benefits that the Company and Parent each
reasonably expected on the date of this Agreement to receive
as a result of the consummation of the Merger and the other

Transactions.

SECTION 6.13. Tax Treatment. The parties intend
(a) the Merger to constitute transactions described in
Section . 351 of the Code and (b) the Second Step Merger to
constitute a transaction described in Section 368(a) of the
Code. Each party and its affiliates shall use reasonable
efforts to cause the Merger to so qualify and to obtain
{i) the opinion of Cravath, Swaine & Moore to the effect
that (A) the Merger will consgtitute transactions described
in Section 351 of the Code and (B) the Second Step Merger
will constitute a transaction described in Section 368(a) of
the Code and (ii) the opinion of Jones, Day, Reavis & Pogue
to the effect that the Second Step Merger will constitute a
transaction described in Section 368(a) of the Code. For
purposes of the tax opinions described in Sections 7.02(d)
and 7.03(d4) of this Agreement, each of Parent, Newco and the
Company shall provide customary representation letters
substantially in the form of Exhibits E, F and G,
respectively, each dated on or about the date that is two
business days prior to the date the Proxy Statement is
ma}led to the shareholders of Parent and the Company and
reissued as of the Closing Date. Each of Parent, Newco and
the Company and each of their respective affiliates shall
not take any action and shall not fail to take any action or
suffer to exist any condition which action or failure to act
or condition would prevent, or would be reasonably likely to
prevent, (i) the Merger from constituting transactions
described in Section 351 of the Code or (ii) the Second Step
Merger from constituting a transaction described in
Section 368(a) of the Code.

SECTION €.14. Reorganization and Amendment. The

parties to this Agreement acknowledge and agree that in the
event Parent implements the Parent Reorganization prior to
the Exchange Effective Time, certain changes to the
structure of the Merger and the other Transactions will be
necessary in order for the Merger and the other Transactions
to be consummated as contemplated hereby and for Newco and
its subsidiaries to have, following the Merger Effective
Time, the corporate structure as contemplated hereby, and
the parties to this Agreement agree to negotiate in good
falth and enter intoc an amendment to this Agreement to
implement such necessary changes.
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SECTION 6.15. o) ock Re cha
{a) Subject to the last two sentences of this
Section 6.15(a), the Company shall use commercially
reasonable best efforts to purchase prior to the Closing at
prevailing market prices to the extent possible shares of .
Company Common Stock for an aggregate consideration of
$1,000,000,000, and Parent shall use commercially reasonable
best efforts to purchase prior to the Closing at prevailing
market prices to the extent possible shares of Parent Common
Stock for an aggregate consideration of $500,000,000, which
purchases shall, in each case, be in addition to all other
purchases permitted by this Agreement {other than
Section 6.15 (b)) or contemplated in the Company Disclosure
Letter or the Parent Disclosure Letter. The Company and
Parent shall consult on a regular basis concerning the
purchases described in the preceding sentence and cooperate
in connection therewith. Neither the Company nor Parent
shall purchase shares pursuant to this Section 6.15(a) if it
is reasonably likely that such purchases would result 1n the
failure of the closing conditions set forth in
Sections 7.02(d) and 7.03(d) or the failure of the Merger
and the other Transactions to be treated as a purchase of
the Company by Parent under GAAP.

(b} Prior to the Merger Effective Time, the
Company shall purchase, at prevailing market prices to the
extent possible, the minimum number of shares of Company
Common Stock necessary in order that, after giving effect to
the repurchases contemplated by Section 6.15(a), the Merger
and the other Transactions are treated as a purchase of the
Company by Parent under GAAP.

(c) To the extent the purchases contemplated by
this Section 6:.15 are inconsistent with any other provision
of this Agreement, the Company Disc¢losure Letter or the
Parent Disclosure Letter, such provision shall be deemed to
be amended to permit such purchases.

SECTION 6.16. Parity of Compengation. At any
time during the period from the Merger Effective Time until
December 31, 2003 {(the "Trangition Period") when the
Chairman of the Board of Directors, Chief Executive Officer
and President of Parent as of the date of this Agreement
(the "parent Chairman") and the Chairman of the Board of
Directors, Chief Executive Officer and President of the
Company (the "Company Chairman") as of the date of this
Agreement are Co-Chief Executive Officers of Newco, each
such Co-Chief Executive Officer shall receive the same
salary, bonus and other compensation (including option
grants and other incentive awards and all other forms of
compensation) and enjoy the same other benefits and the same
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employment security arrangements as the other Co-Chief
Executive Officer. ’

SECTION 6.17. Board Seats, The Parent Chairman

will retire as an executive of Newco at the end of the
Transition Period and shall no longer serve as chairman of
the executive committee of the Newco Board, but shall
continue as a member of the Newco Board. The Company
Chairman shall become the sole Chief Executive Officer of
Newco immediately prior to the end of the Transition Period,
and at such time shall be the Chairman of the Board of
Directors of Newco, if immediately prior to such time he
holds the position of Co-Chief Executive Officer. The Newco
Board or the nominating committee thereof, as applicable,
shall nominate for election the Parent Chairman and the
Company Chairman as part of management's slate of candidates
at each meeting of the shareholders {(if at the time of such
meeting the Parent Chairman or the Company Chairman, as
applicable, is a member of the Newco Board) at which members
of the Newco Board shall be elected as shall be necessary in
order that the Parent Chairman or the Company Chairman, as
applicable, serve as a director of Newco from the end of the
Transition Period until the election of directors first
following December 31, 2005.

ARTICLE VII

Conditions Precedent

SECTION 7.01. diti (o] Party'
Obligation To Effect The Merger. The respective obligation

of each party to effect the Merger is subject to the
satigfaction or waiver on or prior to the Closing Date of
the following conditions:

(a) Shareholder Approval. The Company shall have
obtained the Company Shareholder Approval, and Parent shall

have obtained the Parent Shareholder Approval.

(b) Listing. The shares of Newco Company Stock
issuable to the Company's and Parent's respective
shareholders pursuant to this Agreement and under the
Company Stock Plans and Parent Stock Plans shall have been
approved for listing on the NYSE, subject to official notice
of issuance. -~

(c) Statutory Approvals. The Parent Required
Statutory Approvals and the Company Required Statutory

Approvalg shall have been cbtained (including, in each case,
the expiration or termination of the waiting periods (and
any extensions thereof) under the HSR Act applicable to the
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Merger and the Transactions at or prior to the Merger
Effective Time, such approvals shall have become Final
Orders (as defined below} and such Final Orders shall not
imposgse terms or conditions which, individually or in the
aggregate, could reasonably be expected to have a Material
Adverse Effect on Newco and its prospective subsidiaries
taken as a whole or which would be materially inconsistent
with the agreements of the parties contained herein. A
"Final Order" means action by the relevant Governmental
Entity which has not been reversed, stayed, enjoined, set
aside, annulled or suspended, with respect to which any
waiting period prescribed by law before the transactions
contemplated hereby may be consummated has expired, and as
te which all conditions to the consummation of such
transactions prescribed by law, regulation or order have
been satisfied.

(d) No Injunctions or Restraints. No temporary
restraining order, preliminary or permanent injunction or
other order issued by any court of competent jurisdiction or
other legal restraint or prohibition preventing the
consummation of the Merger shall be in effect; provided,
however, that prior to aasserting this condition, subject to
Section 6.03, each of the parties shall have used all
reasonable efforts to prevent the entry of any such
injunction or other order and to appeal as promptly as
possible any such 1njunct10n or other order that may be
entered.

(e} Form S-4. The Form S-4 shall have become
effective under the Securities Act and .shall not be the
subject of any stop order or proceedings seeking a stop
order, and Newcc shall have received all state securities or
"blue sky" authorizations necesggary to issue Newco Common
Stock pursuant tc the Merger.

(£) Other Congents and Approvalg. The consent or
approval (other than Parent Required Statutory Approvals and

Company Required Statutory Approvals) of each person whose
consent or approval is required in order to consummate the
Merger and the other Transactions shall have been obtained,
except for those consents and approvals which, if not
obtained, could not reasonably be expected to have a
Material Adverse Effect on Newco and its prospective
subsidiaries taken as a whole or on the ability of Parent or
the Company to consummate the Merger and the other
Transactions.
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SECTION 7.02. Conditiong to QObligations of Parent

and Newco. The obligations of Parent and Newco to effect
the Merger are further subject to the fellowing conditions:

{a) Representati Warrantie The repre-

sentations and warranties of the Company in this Agreement
shall be true and correct as of the date of this Agreement
and as of the Closing Date as though made or the Closing
Date, except to the extent such representations and
warranties expressly relate to an earlier date (in which
case such representations and warranties shall be true and
correct on and as of such earlier date), other than for such
failures to be true and correct that, individually and in
the aggregate, have not had and could not reasonably be
expected to have a Company Material Adverse Effect. Parent
shall have received a certificate signed on behalf o¢f the
Company by the chief executive officer or the chief
financial officer of the Company to such effect. For
purposes of determining the satisfaction of this condition,
the representations and warranties of the Company shall be
deemed not cqualified by any references therein to
materiality generally or to whether or not any breach
results or may result in a Company Material Adverse Effect.

{(b) Perf ce o igatio ny.
The Company shall have performed in all material respects
all obligations required to be performed by it under this
Agreement at or prior to the Closing Date, and Parent shall
have received a certificate signed on behalf of the Company
by the chief executive officer and the chief financial
officer of the Company to such effect.

{c}) Letters from Company Affiliates. Parent

shall have received from each person named in the letter
referred to in Section 6.10(a) an executed copy of an
agreement substantially in the form of Exhibit C.

(d) Tax Opinion. Parent shall have received a
written opinion, dated as of the Closing Date, from Cravath,
Swaine & Moore, counsel to Parent, to the effect that
(i) the Merger will constitute transactions described in
Section 351 of the Code and {ii) the Second Step Merger will
constitute a transaction described in Section 368{a) of the
Code; it being understood that in rendering such opinion,
such tax counsel shall be entitled to rely upon customary
representations provided by the parties hereto substantially
in the form of Exhibits E, F and G.
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, SECTION 7.03. (Conditions to Obligations of the
Company. The obligation of the Company to effect the Merger

is further subject to the following conditions:

(a) Represgentationg and Warrantieg. The repre-
sentations and warranties of Parent and Newco in this
Agreement shall be true and correct as of the date of this
Agreement and on the Cleosing Date as though made on the
Closing Date, except to the extent such representations and
warranties expressly relate to an earlier date {(in which
case such representations and warrantiese shall be true and
correct on and as of such earlier date}, other than for such
failures to be true and correct that, individually and in
the aggregate, have not had and could not reascnably be
expected to have a Parent Material Adverse Effect. The
Company shall have received a certificate signed on behalf
of Parent by the chief executive officer or the chief
financial officer of Parent to such effect. For purposes of
determining the satisfaction of this condition, the
representations and warranties of Parent and Newco shall be
deemed not qualified by any references therein to
materiality generally or toc whether or not any breach
results or may result in a Parent Material Adverse Effect.

(b) Performance of Obligations of Parent and
Newco. Parent and Newco shall have performed in all

material respects all obligations regquired to be performed
by them under this Agreement at or prior to the Closing
Date, and the Company shall have received a certificate
signed on behalf of Parent by the chief executive officer
and the chief financial officer of Parent to such effect.

{c) Letters from Parent Affiliates. The Company
shall have received from each person named in the letter
referred to in Section 6.10(b) an executed copy of an
agreement substantially in the form of Exhibit D.

{(d) Tax Opinion. The Company shall have received
a written opinion, dated as of the Closing Date, from Jones,
Day, Reavis & Pogue, counsel to the Company, to the effect
that the Second Step Merger will constitute a transaction
described in Section 368(a) of the Code; it being understood
that in rendering such opinion, such tax counsel shall be
entitled to rely upon customary representations provided by

the parties hereto substantially in the form of Exhibits E,
F and G.

{e) PFirst Step Exchange. The First Step Exchange
shall have been consummated.

[NYCorp;$82851.6:3815:01/10/2000--7:34p}



g8

ARTICLE VIII

Termination, Amendment and Waiver

SECTION 8.01. Termination. This Agreement may be
terminated at any time prior to the Exchange Effective Time,
whether before or after receipt of the Company Shareholder
Approval or the Parent Shareholder Approval:

{a) by mutual written consent of Parent, Newco and
the Company;

(b) by either Parent or the Company:

{1} if the Second Step Merger is not consum-
mated on or before March 31, 2001 (the "Qutside
Date"), unless the failure to consummate the
Merger is the result of a breach of this Agreement
by the party seeking to terminate this Agreement;
provided, however, that the passage of such period
shall be tolled for any part thereof during which
any party shall be subject to a nonfinal order,
decree, ruling or action restraining, enjecining or
otherwise prohibiting the consummation of the
Merger;

(ii) if any Governmental Entity issues an
order, decree or ruling or takes any other action
permanently enjoining, restraining or otherwise
prohibiting the Merger and such order, decree,
ruling or other action shall have become final and
nonappealable;

(iii) if any conditicn to the cobligation of
such party to consummate the Merger set forth in
Section 7.02 (in the case of Parent} or 7.03 (in
the case of the Company) becomes incapable of

satisfaction prior to the Outside Date; vided,
however, that the failure of such condition to be

met is not the result of a material breach of this
Agreement by the party seeking to terminate this
Agreement;

(iv) if, upon a vote at a duly held meeting
to obtain the Company Shareholder Approval, the
Company Shareholder Approval is not obtained; or

(v) if, upon a vote at a duly held meeting of

Parent to obtain the Parent Shareholder Approval,
the Parent Shareholder Approval is not obtained;
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{c) by Parent, if the Company breaches or fails to
perform in any material respect any of its
representations, warranties or covenants contained in
this Agreement, which breach or failure to perform
{i} would give rise to the failure of a condition set
forth in Section 7.02(a) or 7.02(b), and (ii} cannot be
or has not been cured within 30 days after the giving
of written notice to the Company of such breach
{(provided that Parent is not then in breach of any
representation, warranty or covenant contained in this
Agreement) ;

(d) by Parent, if (i)} the Company Board or any
committee thereof withdraws or modifies, or publicly
propeoses to withdraw or modify, in a manner adverse to
Parent or Newco, its approval or recommendation of this
Agreement or the Transactions or approves or
recommends, or publicly proposes to approve or
recommend, any Company Competing Transaction or
{ii) the Company otherwise breaches, or is deemed to be
in breach of, any of its covenants in Section 5.02 in
any material respect;

(e) by the Company, if Parent breaches or fails to
perform in any material respect of any of its
representations, warranties or covenants contained in
this Agreement, which breach or failure to perform
(i) would give rise to the failure of a condition set
forth in Section 7.03(a) or 7.03(b), and (ii) cannot be
or has not been cured within 30 days after the giving
of written notice to Parent of such breach ({(provided
that the Company is not then in breach of any
representation, warranty or covenant in this
Agreement) ;

{f) by the Company, if prior to receipt of the
Company Shareholder Approval, (i) the Company has
received a proposal for a Company Competing Transaction
that constitutes a Qualifying Company Proposal that was
not solicited or encouraged by the Company or its
Representatives and that did not otherwise result from
the breach or a deemed breach of Section 5.02, (ii) the
Board of Directors of the Company has determined in
good faith, based upon the advice of its outside
counsel that failure to take such action could
reasonably be expected to constitute a breach of the
fiduciary obligations of such Board of Directors under
Applicable Law, that it is necessary to (A} withdraw or
modify its approval or recommendation of this Agreement
and the Transactions, (B) terminate this Agreement
pursuant hereto and (C) enter into a Company
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AchlSltlon Agreement in connection with such Company
Competing Transaction in order to comply with its
fiduciary cbligations under Applicable Law, {iii) the
Company has notified Parent in writing of the
determination described in clause {ii) above, {iv) at
least ten business days following receipt by Parent of
the notice referred to in clause (iii)} above, and
taking into account any proposal made by Parent since
receipt of such notice to amend or modify the terms of
the Transactions, such Qualifying Company Proposal
remains a Qualifying Company Proposal and the Board of
Directors of the Company has again made the
determination referred to in clause (ii) above, (v} the
Company is in compliance with Section 5.02, {vi} the
Company has paid in advance the fee due under

Section 6.07(b) to Parent, and (vii) the Board of
Directors of the Company concurrently approves, and the
Company concurrently enters into, a Company Acquisition
Agreement providing for the 1mplementatlon of such
Qualifying Company Proposal;

(g) by the Company, if (i) the Parent Board or any

.committee  thereof withdraws or modifies, or publicly

proposes to withdraw or modify, in a manner adverse to
the Company, its approval of this Agreement or the

-Transactions or approves or recommends, or publicly

proposes to approve or recommend, any Parent Competing
Transaction or (ii) Parent otherwise breaches, or is
deemed to be in breach of, any of its covenants in
Section 5.03 in any material respect; or

{h) by Parent, if prior. to receipt of the Parent
Shareholder Approval, (i} Parent has received a
proposal for a Parent Competing Transaction that
constitutes a Qualifying Parent Proposal that was not
solicited or encouraged by Parent or its
Representatives and that did not otherwise result from
the breach or a deemed breach of the Section 5.03,

. (ii) the Board of Directors of Parent has determined in

good faith, based upon the advice of its outside
counsel that failure to take such action could
reasonably be expected to constitute a breach of the
fiduciary obligations of such Board of Directors under
Applicable Law, that it is necessary to (A) withdraw or
modify its approval or recommendation of this Agreement
and the Transactions, (B) terminate this Agreement
pursuant hereto and (C) enter intc a Parent Acquisition
Agreement in connection with such Parent Competing
Transaction in order to comply with its fiduciary
obligations under Applicable Law, (iii) Parent has
notified the Company in writing of the determination
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described in clause (ii) above, (iv) at least ten
business days following receipt by the Company of the
notice referred to in clause (iii) above, and taking
into account any proposal made by the Company since
receipt of such noctice to amend or modify the terms of
the Transactions, such Qualifying Parent Proposal
remains a Qualifying Parent Proposal and the Board of
Directors of Parent has again made the determination
referred to in clause (ii) above, {(v) Parent is in
compliance with Section $.03, {vi) Parent has paid in
advance the fee due under Section 6.07(c) to the
Company, and (vii) the Board of Directors of Parent
concurrently approves, and Parent concurrently enters
inte, a Parent Acquisgition Agreement providing for the
implementation of such Qualifying Parent Proposal.

SECTION 8.02. Effect of Texrmination. 1In the
event of termination of this Agreement by either the Company
or Parent as provided in Section 8.01, this Agreement shall
forthwith become void and have no effect, without any
liability or cbligation on the part of Parent, Newco or the
Company, other than Section 3.14, Section 4.14, the last two
sentences of Section 6.02, Section 6.07, this Section 8.02
and Article IX, which provisions shall survive such
termination, and except to the extent that such termination
results from the wilful breach by a party cof any representa-
tion, warranty or covenant set forth in this Agreement, in
which case guch termination shall not relieve any party of
any liability or damages resulting from its wilful breach of
this Agreement (including any such case in which a fee is
payable by such party pursuant to Section 6.07(b} or {(c), or
any expenses of the other party are reimbursed by such party
pursuant to Section 6.07(d) or (e), to the extent any such
liability or damage suffered by such other party exceeds
such amounts payable pursuant to Section 6.07(b), {c), (d)
or (e)). The Confidentiality Agreement shall, in accordance
with its terms, survive termination of this Agreement.

SECTION 8.03. p2Amendment. This Agreement may be
amended by the parties at any time before or after receipt
of the Company Shareholder Approval or the Parent
Shareholder Approval; provided, however, that after receipt
of the Company Shareholder Approval or the Parent
Shareholder Approval, there shall be made no amendment that
by Applicable Law regquires further approval by the
shareholders of the Company or Parent without the further
approval of such shareholders. This Adgreement may not be
amended except by an instrument in writing signed on behalf
of each of the parties.
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SECTION 8.04. Extension: Waiver, At any time
prior to the Merger Effective Time, the parties may
{(a) extend the time for the performance of any of the
obligations or other acts of the other parties, (b} waive
any inaccuracies in the representations and warranties
contained in this Agreement or in any document delivered
pursuant to this Agreement or (¢} subject to the proviso of
Section 8.03, waive compliance with any of the agreements or
conditions contained in this Agreement. Any agreement on
the part of a party to any such extension or waiver shall be
valid only if set forth in an instrument in writing signed
on behalf of such party. The failure of any party to this
Agreement to assert any of its rights under this Agreement
or otherwise shall not constitute a waiver of such rights.

SECTION 8.05. Procedurye for Termination, Amend-
ment, Extension or Waiver. A termination of this Agreement

pursuant to Section 8.01, an amendment of this Agreement
pursuant to Section 8.03 or an extension or waiver pursuant
to Section 8.04 shall, in order to be effective, require in
the case of Parent, Newco or the Company, action by its
Board of Directors or the duly authorized designee of its
Board of Directors.

ARTICLE IX
G 1 Provisi

SECTION 92.01.
Warranties. None of the representations and warranties in
this Agreement or in any instrument delivered pursuant to
this Agreement shall survive the Merger Effective Time.
This Section 9.01 shall not limit any covenant or agreement

of the parties which by its terms contemplates perxrformance
after the Merger Effective Time.

SECTION 9.02. HNotices, All notices, requests,
claims, demands and other communications under this Agree-
ment shall be in writing and shall be deemed given upon
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receipt by the parties at the following addresses {or at

such other address for a party as shall be specified by like
notice) :

{(a) 1if to Parent or Newco, Lo
PECO Energy (Company
2301 Market Street
P.O. Box B&S9
Philadelphia, PA 19101-B6%%
Telecopy No: (215) 841-4282
Attention: General Counsgel
with a copy to:
Cravath, Swaine & Mcoore

825 Eighth Avenue
New York, New York 10019

Telecopy No: (212) 474-3700
Attention: Philip A. Gelston

(b) 1if to the Company, to
Unicom Corporation
10 §. Dearborn, 37th Floor
Cbicago, IL 60603
Telecopy No: (312) 394-4488

Attention: General Counsel

with a copy to:

Jones, Day, Reavis & Pogue
77 West Walker Drive
Chicago, Illineis 60001

Telecopy No: (312) 782-8585
Attention: Paul T. Ruxin

Robert A. Yolles

SECTION 9.03. Defipitions. For purposes of this
Agreement:

An "gffiliate® of any person means another person
that directly or indirectly, through one or more

intermediaries, controls, is contrclled by, or is under
common control with, such first person.
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A" i v t" means, in respect of
any person, a material adverse effect on (a) the business,
assets, condition (financial or otherwise), prospects or
results of operations of such person and its subsidiaries,
taken as a whole or (b) the ability of such person to
perform its obligations under this Agreement or on the
ability of such person to consummate the Merger and the
other Transactions.

A "person" means any individual, f£irm,
corporation, partnership, company, limited liability
company, trust, joint venture, association, Governmental
Entity or other entity.

A "gubsidiarv" of any person means another person,
an amount of the voting securities, other voting ownership
or voting partnership interests of which is sufficient to
elect a majority of its Board of Directors or other
governing body (or, if there are no such voting interests,
more than 50% of the equity interests of which) is owned
directly or indirectly by such first person.

SECTION 9.04. Interpretation: Disclosure

Lettexrg. When a reference is made in this Agreement to a
Section, such reference shall be to a Section of this
Agreement unless otherwise indicated. The table of contents
and headings contained in this Agreement are for reference
purposes only and shall not affect in any way the meaning or
interpretation of this Agreement. Whenever the words
"include”, "includes" or "including" are used in this
Agreement, they shall be deemed to be followed by the words
"without limitation". &Any matter disclosed in any section
of either the Company Disclosure Letter or the Parent
Disclesure Letter shall be deemed disclosed for all purposes
and all sections of the Company Disclosure Letter or Parent
Disclosure Letter, as applicable to the extent that it is
reasonably apparent from a reading of such disclosure item
that it would gqualify or -apply to such other sections, and
otherwise shall be deemed disclosed only for the purposes of
the specific Sections of this Agreement to which such
section relates. Notwithstanding the amendment and
restatement of this Agreement, as between September 22, 1999
and January 7, 2000, the representations and warranties of
the Company set forth in Article III and of Parent and Newco
set forth in Article IV will be deemed for purposes of
Section 7.02(a) and Section 7.03(a), as applicable, and
otherwise to have been made as of September 22, 199%, and-:
not as of January 7, 2000, and such amendment and
restatement will not otherwise affect the other requirements
in Sections 7.02(a) and Section 7.02(a).
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SECTION 9.05. Severability. If any term or other
provision of this Agreement is invalid, illegal or incapable
of being enforced by any rule or Applicable Law, or public
policy, all other conditions and provisions of this
Agreement shall nevertheless remain in full force and effect
so long as the economic or legal substance of the
transactions contemplated hereby is not affected in any
manner materially adverse to any party. Upon such
determination that any term or other provision is invalid,
illegal or incapable of being enforced, the parties hereto
shall negotiate in good faith to modify this Agreement so as
to effect the original intent of the parties as closely as
possible in an acceptable manner to the end that
transactions contemplated hereby are fulfilled to the extent
possible.

SECTION 9.06. Counterparts. This Agreement may
be executed in one or more counterparts, all of which shall

be considered one and the same agreement and shall become
effective when one or more counterparts have been signed by
each of the parties and delivered to the other parties.

SECTION 9.07. i : i -
Beneficiarijeg. This Agreement, taken together with the
Company Disclosure Letter, the Parent Disclosure Letter and
the Confidentiality Agreement, {a} constitute the entire
agreement, and supersede all pricor agreements and
understandings, both written and oral, among the parties
with respect to the Transactions and (b) except for the
provisions of Article II and Sections 6.06, 6.16 and 6.17
are not intended to confer upon any person other than the
parties any rights or remedies.

SECTION 9.08. Governing Law. This Agreement

shall be governed by, and construed in accordance with, the
laws of the State of New York, regardless of the laws that
might otherwise govern under applicable principles of
conflicts of laws thereof, except to the extent the laws of
Pennsylvania or Illinois are mandatorily applicable to the
Merger.

SECTION 9.09. Assignment. Neither this Agreement
nor any of the rights, interests or obligations under this
Agreement shall be assigned, in whole or in part, by opera-
tion of law or otherwise by any of the parties without the
prior written consent of the other parties, except that
Newco may assign, in its sole discretion, any of or all its
rights, interests and obligations under this Agreement to
Farent or to any direct or indirect wholly owned subsidiary
of Parent, but no such assignment shall relieve Newco of any
of its obl;gatlons under this Agreement. Any purported .
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assignment without such consent shall be void. Subject to
the preceding sentences, this Agreement will be binding
upon, inure teo the benefit of, and be enforceable by, the
parties and their respective successors and assigns.

SECTION 9.10. Enforcemepnt, The parties agree
that irreparable damage would occur in the event that any of
the provisions of this Agreement were not performed in
accordance with their specific terms or were otherwise
breached. It is accordingly agreed that the parties shall
be entitled to an injunction or injunctions to prevent
breaches of this Agreement and to enforce .specifically the
terms and provisions of this Agreement in any New York state
court or any Federal court located in the State of New York,
this being in addition to any other remedy to which they are
entitled at law or in equity. In addition, each of the
parties hereto (a) consents to submit itself to the personal
jurisdiction of any New York state court or any Federal
court located in the State of New York in the event any
dispute arises out of this Agreement or any Transaction,

(b) agrees that it will not attempt to deny or defeat such
perscnal jurisdiction by motion or other request for leave
from any such court, (¢) agrees that it will not bring any
action relating to this Agreement or any Transaction in any
court other than any New York state court or any Federal
court sitting in the State of New York and (d)}) waives any
right to trial by jury with respect to any action related to
or arising out of this Agreement or any Transaction.

SECTION 9.11. Newco Obligations. Parent and the
Company hereby agree to take such actions as shall be
necessary in order that Newco shall assume any obligation
under this Agreement that by its terms is toc be performed by
Newco after the Closing.
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IN WITNESS WHEREOF, Parent, Newco and the Company have duly
executed this Agreement, all as of the date first wnitten above.

PECO ENERGY COMPANY,

Y [ople TN

Name: Corbin A. McNeill, Jr.

Title: Chaimman of the Board
President, and Chief
Executive Officer

NEWHOLDCO CORPORATION.

(it ==2C

Name: Corbin A. McNel™Jr.

Title: Chairman of the Board
President, and Chief
Executive Officer

JUNICOM CORPORATION,

by:

Name: John W. Rowe

Title: Chairman of the Boarg,
President, and Chief
Executive Officer
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IN WITNESS WHERECF, Parert, Newco and the Company
have duly executed this Agreement, all as of the date firsge
written above.

PECO ENERGY COMPANY,
by

Name: Corhin A. McNeill, Jr.

Title: Chairman ¢f tlie Boarxrd,
President, and Chief
Bacutive Dfficer

EXELON CORPORATION,

by

Name: Corbin A. McNeill, Jr.

Title; Chairxman ¢f the Board,
President, and Chief
Executive Officer

]

UNICOM CORPORATION,

by (\\ s/ )
Name : hiY W, Rowe
Tizlés Chairman ef the Board,
Presidenc, and Chief
Executive Dfficer
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EXHIBIT A
ARTICLE X
24 anc £ (o] r
Duri t ition
Section 10.01. Defipitions. For purposes of this
Article:
(1) "PECC CEO" means Corbin A. McNeill, Jr.
{2) "PECO Directors" means (i) those directors of

the corporation designated by PECO Energy pursuant to
Section 1.06(b) of the Merger Agreement and (ii) any
Replacement PECO Director {as defined in Section 10.03(b) of
these by-laws).

(3) "PECO Energy" means PECO Energy Company, a

Pennsylvania corporation and a subsidiary of the corporation.

{4) T"Independent Director"” means a disinterested,
independent person (determined in accordance with customary
standards for independent directors applicable to U.S. public
companies) .

{5) "Merger Agreement" means the Agreement and
Plan of Exchange and Merger dated as of September 22, 1999,
ameng PECO Energy, the corporation and Unicom.

(6) "Merger Effective Time" shall have the ﬁeaning
assigned to such term in the Merger Agreement.

{7) "Transition Period" means the period from the
Merger Effective Time until December 231, 2003.

{8) M"Unicom" means Unicom Corporation, an Illinois
corporation.

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

(10} "Unicom Directors™ means (i) those directors
of the corporation designated by Unicom pursuant to
Section 1.06(b) of the Merger Agreement and {ii) any
Replacement Unicom Director (as defined in Section 10.03 (b)
of these by-laws).

] {11) "ComEd" means Commonwealth Edison Company, an
Illinois corporation and a subsidiary of the corporation.
SECTION 10.02, (Corporate QOffices. At least for

thg du;ation of the Transition Period, the corporation shall
maintain (a) in Chicagoc, Illinois offices serving as its
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corporate headquarters, (b) in southeastern Pennsylvania
offices serving as the headquarters of the generation and
power marketing businesses of the corporation and its
subsidiaries, and (c) offices in Chicago, Illinois and
southeastern Penngsylvania as the headquarters of ComEd and
PECO Energy, respectively.

SECTION 10.03. Boa £

{a) Effective immediately at the Merger Effective
Time and during the Transition Period, the board of directors
shall consist of sixteen (16) directors. At the Merger
Effective Time, B directors shall be PECO Directors and 8
directors shall be Unicom Directors. The term of a class of
the board of directors comprised of 6 directors shall expire
at the first annual meeting of shareholders following the
Merger Effective Time, a second class comprised of 5
directors shall expire at the second annual meeting of
shareholders following the Merger Effective Time and a third
class comprised of 5 directors shall expire at the third
annual meeting of shareholders following the Merger Effective
Time, and representation of PECC Directors and Unicom
Directors in each class shall be as nearly equal in numbers
as possible.

{b) (i) During the Transition Period the board of
directors of the corporation shall consist of equal numbers
of PECO Directors and Unicom Directors.

(ii) During the Transition Period, the board of
directors (subject to the fiduciary duties of the directors
in the case of approval of any individual) shall take all
action necegsary to ensure that any vacancy of a position on
the board of directors to be filled by the Board (A) that was
held by an PECO Director is filled promptly by a person
designated to fill such seat by a majority of the PECO
Directors remaining on the board of directors (a "Replacement
PECO Director") and (B) that was held by a Unicom Director is
filled promptly by a person designated to fill such seat by a
majority of the Unicom Directors remaining on the board of
directors (a "Replacement Unicom Director").

(iii) With respect to each election of directors by
shareholders during the Transition Period, the board of
directers or the applicable committee thereof shall nominate
for election (subject to the fiduciary duties of the :
directors in the case of approval of any individual), a PECO
Director to fill any position held prior to such election by
a PECO Director and a Unicom Director to f£ill any position
held prior to such election by a Unicom Director.
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{(c) During the Transition Period, the executive
committee of the board of directors shall have 6 members, 2
of which will be the Co-Chief Executive Officers of the
corporation (or if either Co-Chief Executive Officer ceases
to serve as such, another officer of the corporation selected
by the PECO Directors in the case of a replacement for the
PECO CEO or by the Unicom Directors in the case of a
replacement for the Unicom CEO}, 2 of which shall be
Independent Directors who are PECO Directors and 2 of which
shall be Independent Directors who are Unicom Directors. For
the duration of the first half of the Transgition Period so
long as he is a Co-Chief Executive Officer, the Unicom CEO
shall be the chairman of the executive committee of the board
of directors, and as of the first day of the second half of
the Transition Period, the PECO CEQO, if he is a Co-Chief
Executive Officer at such time, shall succeed to such
position and hold it for the duration of the Transition
Period. If at any time during the Transition Period either
the Unicom CEQO or the PECO CEO, whichever is at such time the
chairman of the executive committee, is unwilling or unable
to hold such office, the other shall succeed to such office
for the duration of the Transition Period if he continues at
such time to hold the office of Co-Chief Executive Officer or
Chief Executive Officer of the corporaticn.

{(d) During the Transition Period, each other
committee of the Board shall consist of equal numbers of PECO
Directors and Unicom Directors and the chairmen of the
committees of the board of directors (other than the
executive committee) shall be PECO Directors and Unicom
Directors in as nearly equal numbers as possible.

{e) During the Transition Periocd, the board of
directors shall hcld between 6 and 8 regular meetings each
fiscal year, with no less than 2 of such meetings each year
to be held in the Philadelphia, Pennsylvania area and no less
than 2 of such meetings each year to be held in the Chicago,
Illinois area.

SECTION 10.04. Chairman of the Beoard of Directors.

(a) As of the Merger Effective Time and for the
duration of the first half of the Transition Period so leng
as he is a Co-Chief Executive Officer or Chief Executive
Officer at such time, the PECO CEO ghall hold the position of
Chairman of the board of directors, and so long as he is a
Co-Chief Executive Officer or the Chief Executive Officer at
such time, the Unicom CEC shall succeed to the position of
Chairman of the board of directors and hold it for the
duration of the Transition Period. 1If at any time during the
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Transition Period either the PECO CEO or the Unicom CEO,
whichever is at such time the Chairman of the board of
directors, is unwilling or unable to hold such office, the
board of directors shall elect the other to such office if he
continues to held the office of Co-Chief Executive Officer of

the Corporation at such time.

(b) The Chairman shall chair all meetings of the
board of directors and stockholders at which he is present.

SECTION 10.05. Co-Chief Executive Qfficers;
President .

(a) (i) As of the Merger Effective Time and for the
duration of the Transition Period, each of the PECO CEO and
the Unicom CEO shall hold the position of Co-Chief Executive
Officers of the corporation and (ii} as of the Merger
Effective Date and for the duration of the first half of the
Transition Period, the Unicom CEQ shall hold the position of
President of the corporation. If at any time during the
Transition Periocd either of the Co-Chief Executive Officers
is unable or unwilling to hold such office, the other
Co-Chief Executive Officer, if he is either the PECO CEQO or
the Unicom CEQ, shall become the sole Chief Executive Officer
of the corporaticn. The Unicom CEO shall become the sole
Chief Executive Officer immediately prior to the end of the
Transition Period if immediately prior to such time he holds
the position of Co-Chief Executive Officer.

{b) The corporation's generation and wholesale
marketing and trading businesses shall report to the PECO CEO
in his capacity as a Co-Chief Executive Officer, and the
corpeoration's transmission and distribution and unregulated
ventures businesses shall report to the Unicom CEO in his
capacity as a Co-Chief Executive Officer. The corporation's
financial, legal, human resources and other staff functions
shall report to the office of the Co-Chief Executive
Officers, :

{c) The Co-Chief Executive Officers shall each
maintain offices in both southeastern Pennsylvania and
Chicage, Illincis.

SECTION 10.06. Management Changes.

{a} Until the expiration of the Transition Period,
50 long as either the PECO CEQC or the Unicom CEQ is a
Co-Chief Executive Officer or the Chief Executive Officer of
the corporation, (i) the election of any other person to the
position of Chairman of the board of directors, chairman of
the executive committee of the board of directors, Co-Chief
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Executive Officer or Chief Executive Officer or, as to the
first half of the Transition Period, President or {ii) the
removal, replacement or demotion of the PECO CEO or the
Unicom CEQ from one or more of such positions, in each case,
shall require the affirmative vote of at least two-thirds of
the members of the board of directors(except as expressly
provided in this Article X).

(b) Until the expiration of the Transition Period,
none of the senior officers of the corporation specified in
Exhibit D of the Merger Agreement shall be removed, replaced
or demoted without either (i) the consent of both Co-Chief
Executive Officers or (ii} the affirmative vote of two-thirds
of the members of the Newco Board.

SECTION 10.07. Amendment. Until the end of the
Transition Period (a} the provisions of this Article X may
not be amended, altered, repealed or waived in any respect,
and the board of directors or the corporation shall not
otherwise take any action or fail to take any action which
would have the effect of eliminating, limiting, restricting,
avoiding or otherwige modifying the effect of, or waiving
compliance with the provisions of this Article X (e.g., by
creating a holding company structure if the certificate of
incorporation, by-laws or similar document of such holding
company does not contain equivalent provisions), without the
affirmative vote of at least two-thirds of the directors or
(b) in the case of any amendment proposed by shareholders
without such vote of directors, the affirmative vote of
holders of shares representing at least two-thirds of the
votes eligible to be cast in a general election of directors.

SECTION 10.08. Successors., For the duration of
the Transition Period, the provisions of this Article shall
be applicable to (i} any successor to the corporation as the
result of a merger, consolidation or other business
combination, whether or not the corporation is the surviving
company in such transaction, or otherwise and (il) any
corporation or other entity with respect to which the
corporation or its successor is or becomes a direct or
1pdirect subsidiary, and, in each case, the board of
directors shall not permit the corporation to be a party to
any transaction which would not comply with the foregoing
without the affirmative vote of at least two-thirds of the
directors.

SECTION 10.09. iV

The provisions of this Article X shall become null and void
and be of no further effect after the Tramsition Period.
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EXHIBIT B

: 5 :

Co-Chief Executive Qfficer:
Co-Chief Executive Officer:
Chief Financial Officer:

Chief Transition/
Integration Officer:

Senior Vice President,
Finance:

General Counsel:
Chief Nuclear Officer:

Nuclear Operations
President:

PECQO Distribution President:

Commonwealth Edison
Distribution President:

Unregulated Retail/
New Business President:

Senior Vice President,
Human Resources:
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Oliver D. Kingsley, Jr.

Gerald R. Rainey

Kenneth G. Lawrence

Carl J. Croskey

Paul A. Elbert

S. Gary Sncodgrass



EXHIBIT C

PECO Energy Company
P.O. Box B8€&99

23201 Market Street
Philadelphia, PA 18101

Dear Sirs:

The undersigned refers to the Amended and Restated
Agreement and Plan of Exchange and Merger (the "Merger
Agreement") dated as of September 22, 1999, as amended and
restated as of January 7, 2000, among PECC Energy Company, a
Pennsylvania corporation, Newholdco Corporation, a
Penngylvania corporation, and Unicom Corporation, an Illinois
corporation. Capitalized terms used but not defined in this
letter have the meanings give such terms in the Merger
Agreement. '

The undersigned, a holder of shares of Company
Common Stock, is entitled to receive in connection with the
Merger shares of Newco Common Stock. The undersigned
acknowledges that the undersigned may be deemed an
"affiliate” of the Company within the meaning of Rule 145
("Rule 145") promulgated under the Securities Act, although
nothing contained herein should be construed as an admission
of such fact. '

If in fact the undersigned were an affiliate under
the Securities Act, the undersigned's ability to sell, assign
or transfer the Newco Common Stock received by the
undersigned in exchange for any shares of Company Common
Stock pursuant to the Merger may be restricted unless such
transaction is registered under the Securities Act or an
exemption from such registration is available. The
undersigned (i) understands that such exemptions are limited
and that Newco is not under any cbligation te effect any such
registration and (ii) has obtained advice of counsel as to
the nature and conditions of .such exemptions, including
information with respect to the applicability to the sale of
#uch securities of Rules 144 and 145{(d) promulgated under the
Securities Act.

The undersigned hereby represents to and covenants

with Parent and Newco that the undersigned will not sell,
assign or transfer any of the Newco Common Stock received by
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the undersigned in exchange for shares of Company Common
Stock pursuant to the Merger except (i) pursuant to an
effective registration statement under the Securities Act or
{ii) in a transaction that, in the opinion of counsel
reasonably satisfactory to Newco or as described in a
"no~action" or interpretive letter from the Staff of the SEC,
is not required to be registered under the Securities Act.

In the event of a sale or other disposition by the
undersigned pursuant to Rule 145, of Newco Common Stock
received by the undersigned in the Merger, the undersigned
will supply Newco with evidence of compliance with such Rule,
in the form of a letter in the form of Anmex I hereto and the
opinion of counsel or no-action letter referred to above.

The undersigned understands that Newco may instruct its
transfer agent to withhold the transfer of any Parent
securities disposed of by the undersigned, but that upon
receipt of such evidence of compliance the transfer agent
shall effectuate the transfer of the Newcoc Common Stock sold
as indicated in the letter.

The undersigned acknowledges and agrees that
{i} the Newcec Common Stock issued to the undersigned will all
be in certificated form and (ii} appropriate legends will be
placed on certificates representing Newco Commeon Stock
received by the undersigned in the Merger or held by a
transferee therecf, which legends will be removed by delivery
of substitute certificates upon receipt of an opinion in form
and substance reasonably satisfactory to Newco from counsel
reasonably satisfactory to Newco to the effect that such
legends are no longer required for purposes of the Securities
Act.

The undersigned acknowledges that (i) the
undersigned has carefully read this letter and understands
the regquirements hereof and the limitations imposed upon the
distribution, sale, transfer or other disposition of Newco
Common Stock and (ii) the receipt by Parent and Newco of this
letter is an inducement and a condition to Parent's and
Newco's respective obligations to consummate the Merger.

Very truly yours,

Dated:
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ANNEX I
TO EXHIBIT C

Newholdce Corporation
37th Floor, 10 South Dearborn Street
Post Qffice Box A-3005
Chicago, IL 60690-3005

Oon , the undersigned sold the
securities of Newholdco Corporation ("Newco") described below
in the space provided for that purpose (the "Securities").
The Securities were received by the undersigned in connection
with the merger of Unicom Corporation with and into Newco.

Based upon the most recent report or gtatement
filed by Parent with the Securities and Exchange Commission,
the Securities sold by the undersigned were within the
prescribed limitations set forth in Rule 144 (e) promulgated
under the Securities Act of 1933, as amended (the "Securities
Eﬂl;") .

The undersigned hereby represents that the
Securities were sold in "brokers' transactions" within the
meaning of Section 4(4) of the Securities Act or in
transactions directly with a "market maker" as that term is
defined in Section 3(a) (38} of the Securities Exchange Act of
1934, as amended. The undersigned further representse that
the undersigned has not solicited or arranged for the
solicitation of orders to buy the Securities, and that the
undersigned has not made any payment in connection with the
offer or sale of the Securities to any perscn other than to
the broker who executed the order in respect of such sale.

Very truly yours,
Dated:

[Space to be provided for description of securities.]
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EXHIBIT D

Unicom Corporation

37th Floor

10 South Dearborn Street
Post Office Box A-3005
Chicago, IL 60690-3005

Dear Sirs:

The undersigned refers to the Amended and Restated
Agreement and Plan of Exchange and Merger {the "Merger
Agreement") dated as of September 22, 19%9, as amended and
restated as of January 7, 2000, among PECO Energy Company, a
Pennsylvania corporation, Newholdco Corporation, a
Pennsylvania corporation, and Unicom Corporation, an Illinois
corporation. Capitalized terms used but not defined in this
letter have the meanings give such terms in the Merger
Agreement.

The undersigned, a holder of shares of Parent
Common Stock, is entitled to receive in connection with the
Merger shares of Newco Common Stock. The undersigned
acknowledges that the undersigned may be deemed an
"affiliate" of Parent within the meaning of Rule 145
("Rule 145") promulgated under the Securities Act, although
nothing contained herein should be construed as an admission
of such fact.

If in fact the undersigned were an affiliate under
the Securities Act, the undersigned's ability to sell, assign
or transfer the Newco Common Stock received by the
undersigned in exchange for any shares of Parent Common Stock
pursuant to the Merger may be restricted unless such
transaction is registered under the Securities Act or an
exemption from such registration is available. The
undersigned (i) understands that such exemptions are limited
and that Newco is not under any obligation to effect any such
registration and {(ii) has obtained advice of counsel as to
the nature and conditions of such exemptions, including
information with respect to the applicability to the sale of
such securities of Rules 144 and 145 (d) promulgated under the
Securities Act.

The undersigned hereby represents to and covenants
with the Company and Newco that the undersigned will not
sell, assign or transfer any of the Newco Common Stock
received by the undersigned in exchange for shares of Parent
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Common Stock pursuant to the Merger except {i} pursuant to an
effective registration statement under the Securities Act or
{ii)} in a transaction that, in the opinion of counsel
reasonably satisfactory to Newco or as described in a "no-
action" or interpretive letter from the Staff of the SEC, is
not required to be registered under the Securities Act.

In the event of a sale or other disposition by the
undersigned pursuant to Rule 145, of Newco Common Stock
received by the undersigned in the Merger, the undersigned
will supply Newco with evidence of compliance with such Rule,
in the form of a letter in the form of Annex I heretoc and the
opinion of counsel or neo-action letter referred to above.

The undersigned understands that Newco may instruct its
transfer agent to withhold the transfer of any Parent
securities disposed of by the undersigned, but that upon
receipt of such evidence of compliance the transfer agent
shall effectuate the transfer of the Newco Common Stock sold

-ag indicated in the letter.

The undersigned acknowledges and agrees that
{i} the Newco Common Stock issued to the undersigned will all
be in certificated form and (ii) appropriate legends will be
placed on certificates representing Newco Common Stock
received by the undersigned in the Merger or held by a
transferee thereof, which legends will be removed by delivery
of substitute certificates upon receipt of an opinion in form
and substance reasonably satisfactory to Newco from counsel
reasonably satisfactory to Newco to the effect that such.
legends are no longer required for purposes of the Securities
Act.

The undersigned acknowledges that (i) the
undersigned has carefully read this letter and understands
the requirements hereof and the limitations imposed upon the
distribution, sale, transfer or other disposition of Parent
Common Stock and (ii) the receipt by the Company and Newco of
this letter is an inducement and a condition to Company's
obligations to consummate the Merger.

Very truly yours,

Dated:
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ANNEX I
TO EXHIBIT D

Newholdco Corporation
37th Fleoor, 10 South Dearborn Street
Post Office Box A-3005
Chicago, IL 60690-3005

On , the undersigned socld the
securities of Newholdco Corporation ("Newco") described below
in the space provided for that purpose (the "Securities").

The Securities were received by the undersigned in connection
with the mandatory share exchange between PECO Energy Company
and Newco.

Based upon the most recent report or statement
filed by Parent with the Securities and Exchange Commission,
the Securities sold by the undersigned were within the
prescribed limitations set forth in Rule 144 (e} promulgated
under the Securities Act of 1933, as amended (the "Securities
Act").

The undersigned hereby represents that the
Securities were sold in "brokers' transactions" within the
meaning of Section 4(4) of the Securities Act or in
transactions directly with a "market maker" as that term is
defined in Section 3(a) (38) of the Securities Exchange Act of
1534, as amended. The undersigned further represents that
the undersigned has not solicited or arranged for the
solicitation of orders to buy the Securities, and that the
undersigned has not made any payment in connection with the
offer or sale of the Securities to any person other than to
the broker who executed the order in respect of such sale,

Very truly yours,

Dated:

[Space to be provided for description of securities.]
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EXHIBIT E

[Letterhead of Parent]

[Datel

Cravath, Swaine & Moore
825 Eighth Avenue
New York, New York 10018

Jones, Day, Reavis & Pogue
77 West Walker Drive
Chicago, Illineois 60001

Ladies and Gentlemen:

In connection with the opinions to be delivered
pursuant to 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 restated as of January 7, 2000, among
PECO Energy Company, a Pennsylvania corporation ("Parent"),
Newholdco Corporation, a Pennsylvania corporation and a
wholly owned subsidiary of Parent ("Newco") and Unicom
Corporation, an Illinois corporation (the "Company"), and in
connection with the filing with the Securities and Exchange
Commission {the "SEC") of the registration statement on Form
8-4 (the "Registration Statement"), which includes the proxy
statement /prospectus of Parent and the Company, each as
amended and supplemented through the date hereof, the
undersigned certifies and represeénts on behalf of Parent and
as to Parent, after due ingquiry and investigation, as follows
{any capitalized term used but not defined herein having the
meaning given to such term in the Exchange and Merger
Agreement) :

1. The Merger will be consummated in accordance
with the Exchange and Merger Agreement and as described in
the Registration Statement. The facts relating to the Merger
as described in the Registration Statement and the documents
referenced in the Registration Statement are, insofar as such
facts relate to Parent, true, correct and complete in all
material respects.
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2. The formula set forth in the Exchange and
Merger Agreement pursuant to which each issued and
outstanding share of common stock, no par value, of Parent
{(the "Parent Common Stock") will be converted into common
shares, no par value, of Newco (the "Newco Common Stock™) 1is
the result of arm's length bargaining. The aggregate fair
market value of the Newco Common Stock to be received by each
holder of Parent Common Stock in the First Step Exchange will
be approximately egual to the fair market value of the Parent
Common Stock surrendered in exchange therefor.

3. Parent has not made and does not have any
present plan or intention to make any distributions to
holders of Parent Common Stock (other than dividends in the
ordinary course of business) prior to, in contemplation of,
or otherwise in connection with, the Merger.

4. Newco has not acquired, nor, except as a result
of the First Step Exchange will it acquire, nor has it owned
in the past five years, any Parent Common Stock.

5. Parent, Newco and the holders of Parent Common
Stock will each pay their respective expenses, if any,
incurred in connection with the First Step Exchange. Parent
has not agreed to assume, nor will it directly or indirectly
assume, any expense or other liability, whether fixed or
contingent, of any holder of Parent Common Stock. Parent has
not entered into any arrangement pursuant to which Newco has
agreed to assume, directly or indirectly, any expense or
other liability, whether fixed or contingent, incurred or to
be incurred by Parent or any holder of Parent Common Stock in
connection with or as part of the First Step Exchange or any
related transactions, nor will any of the Parent Common Stock
that is acquired by Newco in connection with the First Step
Exchange be subject to any liabilities.

€. Parent is not an investment company as defined
in Section 368(a) (2} {(F) (iii) and (iv) of the Internal Revenue
Code of 1986, as amended (the "Code"), Section 351(e) (1) of
the Code or Treasury Regulation Section 1.351-1(c) (1) (ii).

7. Parent will not take, and, to the best
knowledge of the management of Parent there is no present

plan or intention of any holders of Parent Common Stock to

take, any position on any Federal, state or local income or
frapchise tax return, or take any other tax reporting
position, that is inconsistent (i) with the treatment of the
Merggr as transactions described in Section 351 of the Code
or {ii) with the treatment of the Second Step Merger as a
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reorganization within the meaning of Section 368(a) of the
Code, in each case unless otherwise required by a
"determination" (as defined in Section 1313(a) (1} of the
Code) or by applicable state or local tax law (and then only
to the extent required by such applicable state or local tax

law) .

8. None of the compensation received by any
stockholder-employee of Parent in respect of periods ending
on or prior to the Exchange Effective Time represents
separate consideration for any of his or her Parent Common
Stock. None of the Newco Common Stock that will be received
by any stockholder-employee of Parent in the Merger
represents geparately bargained for consideration which is
allocable to any employment agreement or arrangement. The
compensation paid to any stockholder-employees will be for
services actually rendered and will be determined by
bargaining at arm's-length.

9. There is no intercorporate indebtedness
exigting between Newco and Parent.

10. Parent is not under the jurisdiction of a
court in a Title 11 or similar case within the meaning of
Section 368(a)(3)(A) of the Code.

11. On the date of the First Step Exchange, the
fair market value of the assets of Parent will exceed the sum
of its liabilities, plus the amount of liabilities, if any,
to which such assets are subject.

12. To the best knowledge of the management of
Parent, there is no present plan or intention on the part of
the holders of Parent Common Stock to sell, exchange or
otherwise dispose of, or to enter into any contract or other
arrangement with respect to, any interest in the shares of
Newco Common Stock received in the First Step Exchange in
exchange for such Parent Common Stock such that the former
holders of Company Common Stock and the former holders of
Parent Common Stock, in the aggregate, would not own (i)
Newco Common Stock having at least 80% of the total combined
voting power of all classes of Newco stock entitled to vote
and (ii) at least 80% of the total number of shares of each
other class of Newco Stock.

13. None of the holders of Parent Commen Stock

will retain any rights in the Parent Common Stock transferred
to Newco pursuant to the First Step Exchange.
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14. Newco will not receive any accounts receivable
in the First Step Exchange.

15. To the best knowledge of the management of
Parent and taking into account any issuance of additional
shares of Newco Commeon Stock, any issuance of Newco Common
Stock for services, the exercise of any Newco. stock rights,
options, warrants or subscriptions, any public offerings of
Newco stock, and the sale, exchange, transfer by gift or
other disposition of any Newco Common Stock received by
holders of Parent Common Stock in the Merger, the holders of
Parent Common Stock and Company Common Stock will
ccllectively be in "control" of Newco immediately after the
Merger. For purposes of this representation letter,
"control" shall mean the ownership of (i) stock possessing at
least 80% of the total combined voting power of all classes
of Newco stock entitled to vote and (il) at least 80% of the

‘total number of shares of each other class of Newco‘stock.

16. The Exchange and Merger Agreement, the
Registration Statement and the other documents described in
the Registration Statement represent the entire understanding
of Parent with respect to the Merger and there are no other
written or oral agreements regarding the Merger.

17. The Merger is being undertaken for purposes of
enhancing the business of Parent and for other good and valid
business purposes of Parent as described in the proxy
statement/prospectus of Parent and the Company included in
the Registration Statement.

18. The undersigned is authorized to make all the
representations set forth herein on behalf of Parent.

The undersigned acknowledges that (i) the opinions
to be delivered pursuant to Sections 7.02{(d) and 7.03{(d) of
the Exchange and Merger Agreement will be based on the
accuracy of the representations set forth herein and on the
accuracy of the representations and warranties and the
satisfaction of the covenants and obligations contained in
the Exchange and Merger Agreement and the various other
documents related thereto, and (ii) such opinions will be
subject to certain limitations and qualifications including
that they may not be relied upon if any such representations
or warranties are not accurate or if any such covenants or
obligations are not satisfied in all material respects.

_ The undersigned acknowledges that such opinions
will not address any tax consequences of the Merger or any
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action taken in connection therewith except as expressly set
forth in such opinions.

Very truly yours,

PECC ENERGY COMFANY,

by

Name: Corbin A. McNeill, Jr.

Title: Chairman of the Board,
President, and Chief
Executive Officer
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EXHIBIT F

[Letterhead of Newcol]

[Date]

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

Jones, Day, Reavis & Pogﬁe
77 West Walker Drive
Chicago, Illinois 60001

Ladies and Gentlemen:

In connection with the opinions to be delivered
pursuant to 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,
1992, as amended and restated as of January 7, 2000, among
PECO Energy Company, a Pennsylvania corporation ({"Parent"),
Newholdco Corporation, a Pennsylvania corporation and a
wholly owned subsidiary of Parent ("Newco") and Unicom
Corporation, an Illinois corporation (the "Company"), and in
connection with the filing with the Securities and Exchange
Commission (the "SEC") of the registration statement on Form
S-4 (the "Registration Statement"), which includes the proxy
statement /prospectus of Parent and the Company, each as
amended and supplemented through the date hereof, the
undersigned certifies and represents on behalf of Newco and
as to Newco, after due inquiry and investigation, as follows
(any capitalized term used but not defined herein having the
meaning given to such term in the Exchange and Merger
Agreement) :

1. The Merger will be consummated in accordance
with the Exchange and Merger Agreement and as described in
the Registration Statement. The facts relating to the Merger
as described in the Registration Statement and the documents
referenced in the Registration Statement are, insofar as such
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facts relate to Newco, true, correct and complete in all
material respects.

2. 'The formulae set forth in the Exchange and
Merger Agreement pursuant to which each issued and
outstanding share of common stock, no par value, of Parent
({the "Parent Common Stock") will be converted into 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") will be
converted into Newco Common Stock and cash are the result of
arm's length bargaining. The aggregate fair market value of
the Newco Common Stock to be received by holders of Parent
Common Stock in the Merger will be- approximately equal to the
fair market value of the Parent Common Stock surrendered in
exchange therefor. The aggregate fair market value of the
Newco Common Stock and cash to be received by holders of
Company Common Stock in the Merger will be approximately
equal to the fair market value of the Company Common Stock
surrendered in exchange therefor.

3. Cash payments, if any, to be made to holders of
Company Common Stock in lieu of fractional shares of Newco
Common Stock that would otherwise be issued to such holders
in the Second Step Merger will be made for the purpose of
gaving Newco the ekpense and inconvenience of issuing and

‘transferring fractional shares of Newco Common Stock, and do

not represent separately bargained for consideration. The
total cash consideration that will be paid in the Second Step
Merger to holders of Company Common Stock in lieu of
fractional shares of Newce Common Stock is not expected to
exceed one percent of the total consideration that will be
issued in the Second Step Merger to such holders in exchange
for their shares of Company Common Stock.

4. (i) Newco has no present plan or intention,
following the Merger, to reacquire, or to cause any
corporation that is related to Newco to acquire, directly or
indirectly, any Newco Common Stock issued in the Merger,
except for repurchases of Newco Common Stock by Newco in
connection with [describe specific parameters of any
repurchase program to be adopted by Newcol. No corporation
that ie related to Newco has a plan or intention to purchase
any of the Newco Common Stock issued in the Merger.

(ii) For purposes of this representation letter, a
corporation shall be treated as related to Newco if such
corporation is related to Newco within the meaning of
Treasury Regulation Section 1.368-1(e) (3).
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5. Newco has not acquired, nor, except as a result
of the First Step Exchange will it acquire, nor has it owned
in the past five years, any Parent  Common Stock. Newco has
not acquired, nor, except as a result of the Second Step
Merger will it acquire, nor has it owned in the past five
yvears, any Company Common Stock.

6. Newco has no present plan or intention to make
any distributions after the Merger to holders of Newcc Common
Stock {other than dividends made in the ordinary course of
business} .

7. At the Merger Effective Time, the value of the
Newco Common Stock to be issued to holders of Company Common
Stock in the Second Step Merger will represent at least 50%
of the value of the total consideration to be issued to such
holders in the Second Step Merger in exchange for their
shares of Company Common Stock. Further, no liabilities of
Parent or any of the holders of Parent Common Stock and no
liabilities of any of the holders of Company Common Stock
will be assumed by Newco, nor will any of the Parent Common
Stock or Company Common Stock acquired by Newco in connection
with the Merger be subject to any liabilities.

8. Parent, Newco, the Company and holders of
Parent Common Stock and Company Common Stock will each pay
their respective expenses, if any, incurred in connection
with the Merger. Newco has not paid, directly or indirectly,
noxr has it agreed to assume any expense or other liability,
whether fixed or contingent, incurred or to be incurred by
Parent, any holder of Parent Common Stock or any holder of
Company Common Stock in connection with or as part of the
Merger or any related transactions.

9. Following the Second Step Merger, Newco or
Newco's "qualified group" of corporations (as defined in
Treasury Regulation Section 1.368-1(d) (4) (ii}) will continue
the "historic business" of the Company or use a significant
porticn of the Company's "historic business assets" in a
business (as such terms are defined in Treasury Regulation
Section 1.368-1(d))}. Following the First Step Exchange,
Newco will cause Parent to continue its historic business or
to use a significant portion of its historic business assets
in a trade or business.

10. Newco is not an investment company as defined
in Section 368(a) (2) (F) (iii) and (iv) of the Code, Section
351 (e) (1) of the Code or Treasury Regulation Section 1.351-
1{c} (1) (i1).
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11. Newco will not take any position on any
Federal, state or local income or franchise tax returm, or
take any other tax reporting position, that is inconsistent
(i) with the treatment of the Merger as transactions
described in Section 351 of the Code or {ii) with the
treatment of the Second Step Merger as a reorganization
within the meaning of Section 368{a) of the Code, in each
cagse unless otherwise required by a "determination" (as
defined in Section 1313 (a) (1) of the Code) or by applicable
state or local tax law {(and then only to the extent required
by such applicable state or local tax law).

12. None of the compensation received by any
stockholder-employee of Parent in respect of periods ending
on or prior to the Exchange Effective Time represents
separate consideration for any of his or her Parent Common
Stock. None of the compensation received by any stockholder-

. employee of the Company in respect of periods ending on or

prior to the Merger Effective Time represents sgeparate
congideration for any of his or her Company Common Stock.
None of the Newco Common Stock that will be received by any
stockholder-employee of Parent or the Company in the Merger
represents separately bargained for consideration which is
allecable to any employment agreement or arrangement. The
compensation paid to any stockholder-employees will be for
services actually rendered and will be determined by
bargaining at arm's-length.

13. There is no intercorporate indebtedness
existing between (i) Newco and Parent or (ii} Newco (or any
of its subsidiaries) and the Company {or any of its
subsidiaries) .

14. Newco is not under the jurisdiction of a court
in a Title 11 or similar case within the meaning of Section
368 (a) (3) (A) of the Code.

i5. To the best knowledge of the management of
Newco and taking into account any issuance of additional
shares of Newco Common Stock, any issuance of Newco Common
Stock for services, the exercise of any Newco stock rights,
options, warrants or subscriptions, any public ocfferings of
Newco stock, and the sale, exchange, transfer by gift or
other disposition of any Newco Common Stock received in the.
Merger, the holders of Parent Common Stock and Company Common
Stock will collectively be in "control" of Newco immediately
after the Merger. For purposes of this representation
letter, "control" shall mean the ownership of (i) stock
possessing at least 80% of the total combined voting power of
all classes of Newco stock entitled to vote and (ii) at least
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80% of the total number of shares of each other class of
Newco stock.

16. Newco has no present plan or intention to, or
to cause any of its affiliates to, (i) liguidate Newco or
Parent, (ii) merge (other than in connection with the Second
Step Merger), liquidate or consolidate Newco or Parent with
or into any other entity (including, without limitation, any
affiliate), (iii) sell, transfer, distribute or otherwise
dispose of the Parent Common Stock or interests in any of its
material affiliates or (iv) sell, transfer, distribute or
otherwise dispose of any of the material assets of Parent,
the Company or their affiliates acquired in the Merger (other
than in the ordinary course of business or transfers
described in Section 368 (a) (2) (C) of the Code or Treasury
Regulation Section 1.2368-2(k) that alsc qualify as
transactions described in Section 351 of the Code).

17. The Newco Common Stock issued in the Merger
will constitute all of Newco's outstanding stock immediately
after the Merger. Except as specifically set forth in the
Exchange and Merger Agreement, Newco will not issue any Newco
Common Stock in connection with the Merger in consideration
for services rendered to or for the benefit of Newco or any
of its affiliates, or in consideration for the transfer of
any property other than Parent Common Stock or Company
assets.

18. The Exchange and Merger Agreement, the
Registration Statement and the other documents described in
the Registration Statement represent the entire understanding
of Newco with respect to the Merger and there are no other -
written or oral agreements regarding the Merger.

19. The Merger is being undertaken for purposes of
enhancing the business of Newco and for other good and valid
business purposes of Newco as described in the proxy
statement/prospectus of Parent and the Company included in
the Registration Statement.

o 20. Newco is not a personal service corporation
within the meaning of Section 269A of the Code.

21. The undersigned is authorized to make all the
representations set forth herein on behalf of Newco.

The undersigned acknowledges that (i) the opinions
to be delivered pursuant to Sections 7.02(d) and 7.03(d) of
the Exchange and Merger Agreement will be based on the '
accuracy of the representations set forth herein and on the
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accuracy of the representations and warranties and the
satisfaction of the covenants and obligations contained in
the Exchange and Merger Agreement and the various other
documents related thereto, and (ii) such opinions will be
subject to certain limitations and qualifications including
that they may not be relied upon if any such representations
or warranties are not accurate or if any such covenants or
obligations are not satisfied in all material respects.

The undersigned acknowledges that such opinions
will not address any tax consequences of the Merger or any

action taken in connection therewith except as expressly set
forth in such opinions.

Very truly yours,

NEWHOLDCC CORPORATION,

by

Name: Corbin A. McNeill

Title: Chairman of the Board,
President, and Chief
Executive QOfficer

[NYCorp;982651.6:3815:01/10/2000--7: 34p]



EXHIBIT G

[Letterhead of the Company)

[Date]

Jones, Day, Reavis & Pogue
77 West Walker Drive
Chicago, Illinois 60001

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

Ladies and Gentlemen:

In connection with the opinions to be delivered
pursuant to 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,
1998, as amended and restated as of January 7, 2000, among
PECO Energy Company, a Pennsylvania corporation {"Parent®),
Newholdco Corporation, a Pennsylvania corporation and a
wholly owned subsidiary of Parent ("Newco") and Unicom
Corporation, an Illinois corporation (the "Company"), and in
connection with the filing with the Securities and Exchange
Commission (the "SEC") of the registration statement on Form
S-4 (the "Registration Statement"), which includes the proxy
statement/prospectus of Parent and the Company, each as
amended and supplemented through the date hereof, the
undersigned certifies and represents on behalf of the Company
and as to the Company, after due inquiry and investigation,
as follows (any capitalized term used but not defined herein

‘having the meaning given to such term in the Exchange and

Merger Agreement) :

1. The Merger will be consummated in accordance
with the Exchange and Merger Agreement and as described in
the Registration Statement. The facts relating to the Merger
as described in the Registration Statemernit and the documents
referenced in the Registration Statement are, insofar as such
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facts relate to the Company, true, correct and complete in
all material respects.

2. The formula set forth in the Exchange and
Merger Agreement pursuant to which each issued and
outstanding share of common stock, no par value, of the
Company (the "Company Common Stock"} will be converted into
common shares, no par value, of Newco (the "Newco Common
Stock") and cash is the result of arm's length bargaining.
The aggregate fair market value of the Newco Common Stock and
cash to be received by each holder of Company Common Stock in
the Second Step Merger will be approximately equal to the
fair market value of the Company Common Stock surrendered in
exchange therefor.

3. Cash payments, if any, to be made to holders
of Company Common Stock in lieu of fractional shares of Newco
Common Stock that would otherwise be issued to such holders
in the Second Step Merger will be made for the purpose of
saving Newco the expense and inconvenience of issuing and
transferring fractional shares of Newco Common Stock, and do
not represent separately bargained for consideration. The
total cash consideration that will be paid in the Second Step
Merger to holders of Company Common Stock in lieu of
fractional ghares of Newco Common Stock is not expected to
exceed one percent of the total consideration that will be
issued in the Second Step Merger to such holders in exchange
for their shares of Company Common Stock.

4, {i) Except to the extent specifically
contemplated under the Exchange and Merger Agreement, neither
the Company nor any corporation related to the Company has
acquired or has. any present plan or intention to acquire,
directly or indirectly, any Company Common Stock in
contemplation of the Merger, or otherwise as part of a plan
of which the Merger is a part.

(ii) For purposes of this representation
letter, a corporation shall be treated as related to the
Company if such corporation is related to the Company within
the meaning of Treasury Regulation Section 1.368-1(e) (3)
(determined without regard to Treasury Regulation Section
1.368-1(e) (3) (i) (A)).

5. The Company has not made and does not have any
present plan or intention to make any distributions (other
than dividends made in the ordinary course of business) to
holders of Company Common Stock prior to, in contemplation
of, or otherwise in connection with, the Merger.

[FYCorp: 982851,.6:3815:01/10/2000--7:34p)



6. Newco, the Company and holders of Company
Common Stock will each pay their respective expenses, if any,
incurred in connection with the Second Step Merger. The
Company has not agreed to assume, nor will it directly or
indirectly assume, any expense or other liability, whether
fixed or contingent, of any holder of Company Common Stock.
Further, no liabilities of any of the holders of Company
Common Stock will be assumed by Newco, nor will any of the
Company Common Stock acquired by Newco in connection with the
Merger be subject to any liabilities.

7. Any liabilities of the Company that will be
assumed by Newco pursuant to the Merger, and any liabilities
to which the assets cof the  Company that will be transferred
to Newco pursuant to the Merger are subject, were incurred in
the ordinary course of business and are associated with the
assets of the Company.

8. At the Merger Effective Time, the value of the
Newco Common Stock issued to the holders of Company Common
Stock in the Second Step Merger will represent at least 50%
of the value of the total consideration issued to such
holdere in the Second Step Merger in exchange for their
shares of Company Common Stock.

9. The Company is not an investment company as
defined in Section 368({a) (2) (F) (iii) and (iv) of the Intermal
Revenue Code of 1986, as amended (the "Code"), Section
351 (e) (1) of the Code or Treasury Regulation Sectiocn 1.351-
1{c) (1) (ii).

10. The Company will not take, and to the best
knowledge of the management of the Company there is no
present plan or intention by holders of Company Common Stock
to take, any position on any Federal, state or local income
or franchise tax return, or to take any other tax reporting
position, that is inconsistent (i) with the treatment of the
Merger as transactions described in Section 351 of the Code
or (ii) with the treatment of the Second Step Merger as a
reorganization within the meaning of Section 368(a) of the
Code, in each case unless otherwise regquired by a
"determination® (as defined in Section 1313 (a) (1) of the
Code) or by applicable state or local tax law (and then only
Eo the extent required by such applicable state or local tax

aw) .

11. None of the compensation received by any
stockholder-employee of the Company in respect of periods

ending on or prior to the Merger Effective Time represents
separate consideration for any of his or her Company Common
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Stock. None of the Newco Common Stock that will be received
by any stockholder-employee of the Company in the Merger
represents separately bargained for consideration which is
allocable to any employment agreement or arrangement. The
compensation paid to any stockholder-employees will be for
services actually rendered and will be determined by
bargaining at arm's-length.

12. There is no intercorporate indebtedness .
existing between Newcoc {or any of its subsidiaries, including
Parent) and the Company (ox any of its subsidiaries).

13. The Company is not under the jurisdiction of a
court in a Title 11 or similar case within the meaning of
Section 368{a) (3) (A) of the Code.

14. No assets of the Company have been sold,
transferred or otherwise disposed of which would prevent
Newco or Newco's "qualified group" of corporations (as
defined in Treasury Regulation Section 1.368-1(d) (4) (ii))
from continuing the "historic business" of the
Company or from using a significant portion of the "historic
business assets" of the Company in a business following the
Merger (as such terms are defined in Treasury Regulation
Section 1.368-1(4)).

15. At the Merger Effective Time, the fair market
value of the assets of the Company transferred to Newco
pursuant to the Second Step Merger will exceed the sum of its
liabilities assumed by Newco pursuant to the Second Step
Merger, plus the amount of liabilities, if any, to which such
assets are subject. '

16. To the best knowledge of the management of the
Company, there is no present plan or intention on the part of
the holders of Company Common Stock to sell, exchange or
otherwise dispose of, or to enter into any contract or other
arrangement with respect to, any interest in the shares of
Newco Common Stock received in the Second Step Merger in
exchange for such Company Common Stock such that the former
holders of Company Common Stock and the former holders of
Parent Common Stock, in the aggregate, would not own (i)
Newco Common Stock having at least 80% of the total combined
voting power of all classes of Newco stock entitled to vote
and (ii) at least 80% of the total number of shares of each
other class of Newco Stock.

17. The Company will not retain any rights in the

Company assets transferred to Newco pursuant to the Second
Step Merger.
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18. None of the stock of any Company Subsidiary
being transferred in the Second Step Merger is Section 306
stock within the meaning of Section 306{c) of the Code.

19. Neither the Company nor any Company Subsidiary
has been a "distributing corporation" or a "contrelled
corporation” in a distribution of stock qualifving for tax-
free treatment under Section 355 of the Code (i) at any time
during the two-year period prior to the date of the Exchange
and Merger Agreement, {ii} at any time during the period
commencing on the date of the Exchange and Merger Agreement
and ending on the date hereof or (iii) which could cotherwise
constitute part of a "plan" or "series of related
transactions” {(within the meaning of Section 355(e) of the
Code} in conjunction with and including the Merger.

20. To the best knowledge of the management of the
Company and taking into account any igsuance of additional
shares of Newco Common Stock, any issuance of Newco Common
Stock for services, the exercise of any Newco stock rights,
options, warrants or subscriptions, any public offerings of
Newco stock, and the sale, exchange, transfer by gift or
other disposition of any Newcc Common Stock received by
holders of Company Common Stock in the Merger, the holders of
Parent Common Stock and Company Common Stock will
collectively be in "control" of Newco immediately after the
Merger. For purposes of this representation letter,
"control” shall mean the ownership of (i) stock possessing at
least 80% of the total combined voting power of all classes
of Newco stock entitled to vote and (ii) at least 80% of the
total number of shares of each other class of Newco stock.

21. The Merger is being undertaken for purposes of
enhancing the business of the Company and for other good and
valid business purposes of the Company as described in the

proxy statement/prospectus of Parent and the Company included
in the Registration Statement.

22. The Exchange and Merger Agreement, the
Registration Statement and the other documents described in
the Registration Statement represent the entire understanding
of the Company with respect to the Merger and there are no
other written or oral agreements regarding the Merger.

23. The undersigned is authorized to make all the
representations set forth herein on behalf of the Company .

The undersigned acknowledges that (i} the opinions

to be delivered pursuant to Sections 7.02(d) and 7.03(d) of
the Exchange and Merger Agreement will be based on the
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accuracy of the representations set forth herein and on the
accuracy of the representations and warranties and the
satisfaction of the covenants and obligations contained in
the Exchange and Merger Agreement and the various other
documents related thereto, and (ii) such opinions will be
subject to certain limitations and gqualifications including
that they may not be relied upon if any such representations
or warranties are not accurate or if any of such covenants or
obligations are not satisfied in all material respects.

The undersigned acknowledges that such opinions
will not address any tax consequences of the Merger or any
action taken in connection therewith except as expressly set
forth in such opinions.

Very truly yours,

UNICOM CORPORATION

by

Name: John W. Rowe

Title: Chairman of the Board,
President, and Chief
Executive Officer
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Item 5. Other Events

Amended Merger Agreement. On September 23, 1999, Unicom Corporation
{"Unricom") and PECO Energy Company ("PECO"}, issued a joint press release
announcing that they, along with a wholly owned subsidiary of PECO ("Exelon"},
had entered into 'an Agreement and Plan of Exchange and Merger, dated as of

September 22, 1899 (the "Merger Agreement”). On January 7, 2000, the Agreement
and Plan of Exchange and Merger was amended and restated (the "Amended Merger
Agreement") to: (a) accelerate approximately $1.5 billion of commen stock

repurchases of which Unicom intends to repurchase approximately $1.0 billien
{in additicn to the 26.3 million shares of Unicom common stock that Unicom
eXpects to repurchase no later than February 2000 under certain forward
purchase contracts), and PECO intends to repurchase approximately $500 million
{in addition to the 44.0 millicn shares of PECO common stock that was
purchased in 199% with proceeds from its 1999 securitization of stranded
costs) and (b} amend the consideration Unicom common sharehclders will receive
in the merger to consist of 0.875 shares of Exelon common stock plus $3.00 in
cash per share of Unicom commen stock. The dual cash election available to
PECC and Unicom shareholders has been eliminated. The above description of the
Amended Merger Agreement does not purport to be complete and is qualified in
its entirety by reference to the provisions of the Amended Merger Agreement
which is being filed with the Securities and Exchange Commission as an exhibit
te this Current Report on Form 8-K.

PECO is filing this Form 8-K to provide additional information about the
transactions contemplated by the Amended Merger Agreement before PECO
commences repurchases of shares of its common stock. Nothing contained herein
shall be considered a solicitation of any proxy to approve such transactions.

PECO expects that it will commence share repurchases following the filing
hereof and will continue purchasing shares from time to time on the open
market or through negotiated purchases.

Item 7. Financial Statements and Exhibits
{b) Pro Forma Financial Information

Unaudited Pro Forma Combined Condensed Financial Statements. The following
unaudited pro forma ¢ombined condensed financial statements have been preparad
to reflect the acquisition of Unicom by PECO under the purchase method of
accounting. The historical consolidated financial statements of Unicom have
bzen adjusted to give effect to the sale of ComEd's fossil generating plants
and the annualized effects of Unicom's issuance of securitization notes and
related use of proceeds {"Unicom Pro Forma Adjustments"). ComEd completed the
sale of its fossil generating plants during the fourth guarter of 1999. The
historical consclidated financial statements of PECO have been adjusted to
give effect to its use of the remaining proceeds from its securitization of
stranded costs ("PECO Pro Forma Adjustments"). The unaudited pro forma
financial statements do not give effect to the estimated cost savings and
revenue enhancements as a result of the merger or the costs to achieve such
savings and revenue enhancements or one-time merger-related costs. The Unicom
and PECO Pro Forma Adjustments and the merger are reflected in the unaudited
combined condensed pro forma balance sheets as if they occurred on September
30, 15%%. The unaudited pro forma combined condensed statements of income for
the nine months ended September 30, 1999 and for the year ended December 31,
1998 assume that these transactions were completed on January 1, 1998.

The unaudited pro forma combined condensed financial statements do not
reflect potential adjustments to Unicom's assets and liabilities to reflect
fair value, as will be required upen consummation of the merger under purchase
accounting. Such adjustments to the book value of assets and liabilities could
be significant, particularly with respect to Unicom's nuclear generating
stations. The fair value of the nuclear generating stations is expected to be
determined considering, among other things, independent appraisals or expected
zash flows. To the extent the fair value of Unicom's nuclear generating



stations is ultimately determined to be less than the September 30, 1999 book"
value of $6.9 billion, additional goodwill and/or an identifiable intangible
ass=t will be recorded.
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The following unaudited pro forma financial statements should be read in
conjunction with the ceonsolidated historical financizl statements and related
notes of PECO and Unicom, which are included in their respective Annual Report
on Form 10-K for the year ended December 31, 1998 and Quarterly Reports on
Form 10-Q for the quarter ended September 30, 19938. PECO has provided all the
information included in this Form 8-K regarding PECO and its subsidiaries.
Unicom has provided all the information included in this Form 8-K regarding
Unicom and its subsidiaries. Neither PECO nor Unicom assumes any
responsibility for the accuracy or completeness of the information provided by
the other party.

The following unaudited pro forma £financial statements are for illustrative
purposss only. They are nct necessarily indicative of the financial positioen
or opsrating results that would have occurred had these transactions been
complered on January 1, 1888 or September 30, 1995, as assumed above; nor is
the information necessarily indicative of future financial position or
operating results,

Results of operations and financial peosition in the first year after
consummaticn could differ significantly from the unaudited pro forma cocmbined
condensed financial statements, which are based on past operations.

Future operations will be affected by various factors including operating
performance, energy market develepments, and other matters.

The historical financial statements of PECO included in the accompanying
pre forma combined condensed financial statements for the nine months ended
September 30, 1899 are unaudited. The December 31, 1998 historical financial
statements of PECC and Unicom and the September 30, 1899 historical financial
statements of Unicom were derived from audited financial statements but de net
include all disclosures required by GARP.

Forward-leoking statements. Except for histeorical data, the information
contained in this Form 8-K constitutes forward-locking statements. Forward-
looking statements are inherently uncertain and subject to risks and the
statements should be viewed with caution. Actual results or experience could
differ materially from the forward-looking statements as a result of many
factors, including without limitation, those factocrs discussed below or
elsewhere in this Form 8-K.

The ferward-locoking statements in this Form 8-K include the statements
regarding the estimated number of shares of Unicom common stock to be
purchassd by Unicom under the terms of the Amended Merger Agreement; the
estimated number of shares of PECO common stock expected to be purchased under
the terms of the Amended Merger Agreement;_ the expected source of funds
necessary to provide the cash consideraticn in the merger and te acquire
Unicom and PECO common steock prior to the cleosing of the merger.

These forward-looking statements are subject to numerous assumptions, risks
and uncertainties. Factors that may cause actual results to differ from those
indicated by such forward-looking statements include, among others, the
following:

The fact that these forward-looking statements are based on information
of a preliminary nature which may be subject to further and continuing
review and adjustment,

The risk of legislative, regqulatory cor other governmental action seeking
tC impese additional restrictions on the operations of Unicom or PECO or
Exelon or to increase the burden of necessary regulatory approvals for
the merger, or the imposition of unfavorable terms as a condition of
approval of the merger,

The risk of a significant delay in the expected completion of, and
unexpected consequences resulting from the merger, including the
inability to close the transaction or unexpected difficulties in



integrating the operations of the two companies,
Changes in the number of shares of outstanding commen steock of Unicem and
PECO for reasons not foreseen at the date hereof,
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Changes in the amount of proceeds received by the companies from asset
sales, securitization transactions or other factors affecting the amount
and timing of receipt of available funds to provide the cash
consideration for the merger or share repurchases,

Furure state and federal regulatory and/or legislative initiatives,

The development of competition in the utility industry, including:
legislative and regulatory restructuring initiatives, industry
restructuring initiatives, transmission system operation, recovery of
investments made under traditional regulation, nature of competitors
entering the industry, retail wheeling, new pricing structures and former
customers entering the generaticon market,

Economic conditioens, including inflation rates, generally and in the
markets served by PECC and Unicom,

Trade, monetary, fiscal, taxation and environmental policies of
governments, agencies and similar organizations in geographic areas where
PECO or Unicom has & financial interest,

Financial or regulatory accounting principles or policies imposed by the
Financial Accounting Standards Board, the Securities and Exchange
Commission, the Federal Energy Regulatory Commission, the Nuclear
Regulatcry Commission and similar agencies with regulatory oversight,
Factors affecting utility and nonutility operatiens such as unusual
weather conditions, catastrophic weather-related damage, unscheduled
generation outages, maintenance or repairs, unanticipated changes to
fossil fuel, nuclear fuel or gas supply costs or availability due to
higher demand, shertages, transportation problems or other developments,
nuclear or environmental incidents, or electric transmission or gas
pipeline system constraints, all of which may affect revenues and
margins,

Employee workforce facters, including loss or retirement of key
executives, collective bargaining agreements with union employees, union
organizing activities or work stoppages,

Nucleazr plant operating risks and nuclear regulatory pelicies and
procedures, including nuclear decommissioning costs and related funding
requirements, operating regulations and spent nuclear fuel storage,

Cost and other effects of legal and administrative proceedings,
settlements, investigations and claims,

Technology developments resulting in competitive disadvantages and
creating the potential for impairment c¢f existing assets,

Factors associated with unregulated investments, including government
actions, economic risks, partnership actions, competition, operating
risks, dependence on certain suppliers and customers, and envircnmental
and energy regulations, and

Changes in the number of shares cof common stock of Unicem and PECO that
will be repurchased prior to completion of the merger caused by changing
market prices for those shares or other factors.

Unicom and PECO make no commitment to disclose any revisions to the
forward-looking statements, or any facts, events or circumstances after the
date hereof that may bear upon the forward-looking statements.
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UNAUDITED PRO FORMA CONDENSED STATEMENT OF INCOME
(Millions Except Per Share Data)

FOR THE NINE MONTH PERICD ENDED SEPTEMBER 30, 1989

PECO PECO
PECO Securitization Prior to
As ProForma Merger

Filed Adjustments{l} ProForma

Operating Revenues

N o ol e TS $3,8286 s —- $32,826
L = 357 - 357
Toctal Operating Revenues................... $4,183 $ -- $4,183
Operating Expenses
Fuel and Energy Interchange.................. $1,73¢ s -- $1,739
Operation and Maintenance.......... .o euunnn 964 -- 964
Depreciation and Amortization................ 171 -- 171
Taxes Other Than Income TaXeS. . ... nran.n 196 - 196
Total Operating EXpenses..............,.... 53,070 5 -- $3,07C
Operating INCOME. ...ttt ittt st vaanasosanns $1,113 $ -- £1,113
Other Income and Deductions
Interest EXPENSE. .. ...ttt ittt tn 5 (2%¢6) S (17) $ (313)
Other, nmet. . .. i i e it e et e e et e e e e e an e (69) 12 (57)
Total Other Income and Deductions.......... $ (369) $ (5) $ (370)

Income Before Income Taxes and Extraordinary

LM, e e e $ 748 $§ {5 $ 743
Income TaxXx EXPEASE. . o ot ittt it it ittt eanns 278 (2) 276
Income Before Extraordinary Item............... ;--;;6 ;an;) ;7ﬁ;é;
Preferred Stock Dividends.......coivii .. :___Tz ;==T;) :==::;
Income Before Extracrdinary Item per Share..... ;=;fzz T T

Income Before Extraordinary Item per Share-

0 T R o $ 2.28
Average Basic Shares Cutstanding............... 200.5
Average Diluted Shares Outstanding............. 202.0

3



UNAUDITED PRO FORMA CONDENSED STATEMENT CF INCCOME
{(Millions Except Per Share Data)

FOR THE NINE MONTH PERIOD ENDED SEPTEMBER 30, 1998

Operating Revenues
Electric, o v i e e e

Total COperating Revenues....

Operating Expenses
Fuel and Energy Interchange. ..
Operation and Maintenance.....
Depreciation and Amortization.
Taxes Other Than Income Taxes.

Total QOperating Expenses....
Operating Income. .. ... .vvuvu.n-

Other Income and Deductions
Interest Expense..............
Preferred and Preference Stock

Dividends......... ...
Octher, net. ... ... ..

Total Other Income and
Deducticns.............. ...

Income Befcre Income Taxes and
Extracrdinary Item.............
Income Tax Expense..............
Income Before Extraordinary
Income Before Extraordinary Item

pPeEr Share. ...« . i,

Inceome Before Extraordinary Item
per Share--Diluted.............

Average Baslic Shares
Outstanding...... .. .. oL

Average Diluted Shares
Outstandindg..........c.o ...

UNICOM

UNICOM
Fossil Sale
ProForma
Adjustments {3}

UNICOM

UNICOM

Securitization Prior to

ProForma
Adjustments (4)

Merger
ProForma

§ -
s J—
$ 258
(183)
{57)
{14)
$ 4
$  (4)
$ J—
$ J—
s (4)
$ (4)

-

S—-

§5-—

43

§ 43

$(43)

$ 24
10

$ 37

$ (6)



UNAUDITED PRO FORMA COMBINED CONDENSED STATEMENT OF INCOME
(Millions Except Per Share Data)

FOR THE NINE MONTH PERIOD ENDED SEPTEMBER 30, 1999

PECO UNICOM
Pricor to Prior to Merger

Merger Merger ProForma Exelon
ProForma PreoForma Adjustments ProForma
Operating Revenues
Electric. .o u i ettt ean $3,82¢ $5, 308 $(47)(8) $9,087
GBS . . i it e e i 357 - -- 357
Total Operating Revenues......... 54,183 55,308 $(47) $9,444
Operating Expenses
Fuel and Energy Interchange........ $1,739 51,474 $(47)(8) $3,166
OCperation and Maintenance.......... 964 1,605 - 2,569
Depreciation and Amortization...... 171 686 (431 (M 814
Goodwill Amortization.............. -- - 46 (9} 46
Taxes Other Than Income Taxes...... 19¢ 393 - 589
Total Operating Expenses......... £3,070 54,158 $(44) $7,184
Operating INnCome. .. ... vvivuviearvnans 51,113 $1,150 $ (3) $2,260
Other Income and Deductions
Interest ExXpenseé..........civvvian S (313 $ (402) ${27){11) S (742}
Preferred and Preference Stock ;
2R RV N F =3 o T ¥ -- 132) {15) (10) (47)
Orher, NEL, , .. i vt e s {(57) 55 5 7 (10 5
Total Other Income and
Deductions. ..« cvmnnny. $ (3700 S5 (379} $1{35) $ (784}
Income Before Income Taxes and
Extraordinary Jtem.......coevvvnvenn. $ 743 $ 771 5{38) 51,476
Income TaX EXPENSe. . ... cciviecneronins 276 279 6 561
Income Before Extraordinary Item..... $ 467 s 492 ${44) $ 915
Preferred Stock Dividends............ $ 8 $ -- .5 (81, s§ --
Income Before Extraordinary Item per
Share. .. e e e e $ 2.92
Income Before Extraordinary Item per
Share--Diluted.. ... ..o eans $ 2.990
Average Basic Shares Outstanding..... 313.5(86)
Average Diluted Shares Qutstanding... 315.8
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UNAUDITED PROFORMA CONDENSED STATEMENT OF INCOME
{Millions Except Per Share Data)

FOR TEE YEAR ENDED DECEMBER 31, 1998

PECO PECO
PECC Securitization Priocor to
As ProForma Merger

Filed Adjustments (1} ProForma

Operating Revenues

o = o = e 54,811 $ -~ 54,811
GAS . .t i i e e e e e e e e 399 -- 3499
Total Operating Revenues.............civans 55,210 $ -- $5,210
Operating Expenses )
Fuel and Energy Interchange.................. $1,752 s -- $1,752
Operation and Maintenance............ouiuvunn 1,253 - 1,253
Depreciation and Amertization................ 643 -- 643
Taxes Other Than Income Tax€S.. ... 0vv'vrenoans 279 - 27%
Total Operating ExXpenses.......veovvvnveenns $3,927 $ -- $3,927
Operating INCOME. . .. v v it ien o aanneasonnn $1,283 $ -- 51,283
Other Income and Deductions
Interest EXPeNSE. - . .. ittt it i s e S (331} $(108} 5 (439)
CEhEr, NMEL. . it e e e e e st e e e (100) 20 (80
Total Other Income and Deductions.......... $ (431) $ (88) S (519)
Income Before Income Taxes and Extraordinary
= 1< U $ 852 5 (88) $ 764
Income Tax EXPENSE. .ttt v iei i 320 (35) 285
Income Before Extracrdinary Item............... $ 532 $ (53) $ 479
Preferred Stock Dividends....... v erorocenens -1 13 s (2) i 11
Income Before Extraordinary Item per Share..... $ 2.33

Income Before Extraordinary Item per Share--

3 T o $ 2.32
Average Basic Shares OQutstanding............... 223.2
Average Diluted Shares Qutstanding............. 223.8
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UNAUDITED PROFORMA CONDENSED STATEMENT OF INCOME

(Millions Except Per Share Data)

FOR THE YEAR ENDED DECEMEBER 31,

Operating Revenues
Electric. ... ... s

Total Operating Revenues....

Operating Expenses
Fuel and Energy Interchange...
Cperation and Maintenance.....
Depreciation and Amortization.
Taxes Other Than Income Taxes.

Total Operating Expenses....
Operating Income..............

Other Income and Deductions
Interest ExXpense..............
Preferred and Preference Stock

Dividends....................
Other, net...... ..,

Total Other Income and
Deductions........cc.ion.n.

Income Before Income Taxes and
Extracrdinary Item.............
Income Tax Expense..............
Income Before Extraordinary
Income Before Extraordinary Item

per Share........ ...,

Income Before Extraordinary Item
per Share--Diluted.............

Average Basic Shares
OULsStanding. o v v e n e v e n i aan

Average Diluted Shares
outstanding. ... ...t

UNICOM

$ (484)

{87)
49

UNICOM Feossil
Sale ProForma
Adjustments |{3)

S__
$__
$ leg
(254)
148
(21)
$ 41
3 (41
[p—
$ -—-
§ (41)
{41)
s__

1sgs

UNICOM

UNICCM

Securitization Pricr to

Proforma
Adjustments (4)

$ 8

$ (8)

$(63)

74
4

$ 15

Merger
ProForma



UNAUDITED PROFORMA COMBINED CONDENSED STATEMENT OF INCOME
{(Millions Except Per Share Data}

FOR THE YEAR ENDED DECEMBER 31, 19598

PECO UNICOM
Prior to Prior to Merger

Merger Merger ProForma Exelcn
ProForma ProForma Adjustments ProForma
Operating Revenues
Electric. . i it i i e $4,811 $7,151 $ {64)(8) S$11,898
T 388 - -- 399
Total Operating Revenues....... $5,210 $7,151 $ {64) $12,297
Operating Expenses
Fuel and Energy Interchange...... $1,752 $2,056 $ (64)(8) % 3,744
Operation and Maintenance........ 1,253 2,032 - 3,285
Depreciation and Amortization.... 643 1,089 (203) (1) 1,539
Goodwill Amertizatioen............ -- -- 61 (9) 61
Taxes Other Than Income Taxes.... 278 679 - 958
Total Cperating Expenses....... $3,927  $5,866 $(206) $ 9,587
Operating INCOME. .. . v\ vinenunennnn, $1,283 $1,285 $ 142 $ 2,710
Other Income and Deductions
Interest EXpense..........c....... $ (439) & {(527) $ (36){11) $(1,002}
Preferred and Preference Stock
Dividends. .. ... .., -— {13) (22)1{10) (35)
Other, Nel. ...ttt i i innns {(80) 53 11 {19) {16}
Total Other Income and -
Deductions.................... $ (519) $ (487} $ (47) $1(1,053)
Income Before Income Taxes and
Extraordinary Item................ $ 764 $ 798 $ 85 - $ 1,657
Income Tax EXPENSE. . ..t vt nnnnnn, 285 255 66 &06
Income Before Extracrdinary Item... $ 479 $ 543 $ 29 $ 1,051
Preferred Stock Dividends.......... $ 11§ - S (11) (10} §  --
Income Before Extraordinary Item
per Share....... ..., $ 3,35
Income Before Extraordinary Item
per Share--Diluted................ $ 3.34
Average BRasic Shares Outstanding... 313.5
Average Diluted Shares Outstanding. 314.9
10



UNAUDITED PROFORMA CONDENSED BALANCE SHEET
(In Millions)
AS OF SEPTEMBER 30, 19¢9

PECO PECO
Securitization Prior to
PECO As ProForma Merger
ASSETS Filed Adjustments{l) ProForma
Utility Plantc
= - Y 0 o $ 7,623 $ - $ 7,623
Accumulacted Provision for Depreciation............. 3,063 -- 3,063
S 4,580 $ -- $ 4,560
Muclear Fuel, Meb. .. .ot it e et e et i 286 - 286
$ 4.846 $ —- $ 4,846
Current Assets
Cash and Temporary Cash Investments................ o § 642 $(320) $ 322
becounts Receivable, net....... e e e e e 632 - 632
Inventories, at AVELAage COSL. . vt v ettt oittonrnnenns 181 - 181
Other CUurrent AsSSelS. .. vttt ee i e e s 71 -= 71
$ 1,526 5(320) $ 1,208
Deferred Debits and Other Assets
REGUIALEOTY ASSEES .t ittt ittt et e e $ 6,056 $ - $ 6,056
Investments and Other Property, net................ 605 -- 605
L o 2 = < 131 ~— 131
$ 6,792 $ -- $ 6,792
TOT AL . o v e e e et et e et e et e e et r e e et e e $13,164 $(320) 512,844
CAPITALIZATION AND LIABILITIES
Capitalization
Common Stock EqQUity. ..ot ian e 81,873 3{198) $ 1,675
Preferred and Preference Stock... ..., 194 -— 194
Company Obligated Mandatorily Redeemable Preferred ’
LT =t ol 5 ol = - 128 -- 128
Lcng—TeL’m 0= o o 6, 051 - 6, 051
$ 8,246 ${198) $ 8,048
Current Liabilities
Notes Payable, Bank........oiiii it ainnnnn. $ 122 5(122) 3 --
Agcounts Payable. ... ..o i i 373 -— 373
Other Current Liabilities....... .o, 683 -- 683
£ 1,178 §(122) $ 1,056
Deferred Credits and Other Liabilities
Deferred Incope L $ 2,383 $ -~ $ 2,383
Unamortized Investment Tax CredifsS. ... .o, 289 - ) 289
L o 1 - 1,068 - 1,068
5 3,740 s -- $ 3,740
TOTAL........ e e e e e e e e e e e e $13,164 $(3z20) 512,844



UNAUDITED FRC FORMA CONDENSED BALANCE SHEET

(Millions)
AS OF SEPTEMBER 30, 19%¢ UNICCM UNICOM
UNICOM UNICOM Fossil Securitization Prior to
As Sale ProForma ProForma Merger
ASSETS Filed Adjustments(2) Adjustments(4) ProForma
Yrilicy Plant
2 = o o $28,501 $(3,845) S -= $24,856
Accumulated Provision for
DepPreciation. « v vttt i et 15,750 {2,152} -- 13,568
512,751 $(1,483) 3 -- $11,258
hWunclear Fuel, net...... ... ... .. . ... 364 - -- 864
513,615 ${1,493) $ - $12,122
Ccurrent Assetrs R
cash and Temporary Cash Investments. $ 689 $ 4,632 § (464) $ 4,857
Accounts Receivable, net............ 2,072 -— (671) 1,401
Inventories, at average cost........ 374 {138) -- 238
Other Current Assels..........c..urus &8 - -- 68
$ 3,203 $ 4,494 S{1,135) $ 6,562
Deferred Debits and Other Assets
Regulatory AsseCsS. ... ....iivinrnnnan $ 4,474 ${2,756) S -— $ 1,718
Investments and Other Property, net. 2,683 -- -- 2,693
[0 T8 2 X = 113 (59) - 54
$ 7,280 $1(2,815) $ -= $ 4,465
- $24,098 S 186 $11,135) $23,14¢8
CAPITALIZATION AND LIARILITIES
Capitalization
Cemmon Stock Equity................. $ 5,296 3 -- $  (995) $ 4,301
preferred and Preference Stock...... 2 - - 2
Company Obligated Mandatorily
Redeemable Preferred Securities.... 350 -- - 350
Long—-Term Debt. ... i initonnnsn 7,196 -- {140) 7,050
$12,844 $ -- ${1,135} 511,709
Current Liabilities
Neotes Payable, Bank................. s 448 s -= S -= s 445
Accounts Payable.................... 499 -- -- 498
Ocher Current Liabilities........... 2,004 1,408 - 3,413
$ 2,952 1,409 - J— $ 4,361
Deferred Credits and Other Liabilities
Deferred Income TaXesS.....oeccaner.n $ 3,720 $(1,239) 3 -- $ 2,481
Unamortized Investment Tax Credits.. 535 (45) -- 450
Nuclear Decommissioning Liabk. For
Retlired Plants. ... v e voeennnnns 1,267 -- -- 1,287
[ 2 Y= < 2,780 61 -- 2,841
$ 8,302 ${1,223) $ -- $ 7,078
TOTAL..... e e e e e $24,098 5 186 ${1,135) $23,14¢9



UNAUDITED PROFORMA COMBINED CONDENSED BALANCE SHEET
(In Millions)

AS OF SEPTEMBER

ASSETS

Accumulated Provision for Depreciation...

Nuclear Fuel, fet. ...ttt it erar e

Current Assets
Cash and Temporary Cash Investments......

Accounts Receivable, net.................
Inventeries, at average cost.............
Other Current Assets.. ... ...,

Deferred Debits and Other Assets
Regulatory Assets. ... . ... ... iiiieinannn
Goodwi Ll ... e
Investments and Other Property, net......
L0 ol o 1=

Capitalization
Common Stock Equity......................

Preferred and Preference Stock...........
Company Obligated Mandatorily Redeemable
Preferred Securities.......... ... ...
Long-Term Debt............ e S

Current Liabilities
Notes Payable, Bank.........o.iuiienn.n,,
Accounts Payable...................... ...
Other Current Liabilities................

Deferred Credits and Other Liabilities
Deferred Income TaXesS. ... e nnnns
Unamortized Investment Tax Credits.......
Nuclear Decommissioning Liab. For Retired

Blants. o e e e

30, 1999

PECO

Merger

UNICOM
Prior to Prior to

Merger

Merger
ProForma

ProForma ProForma Adjustments

$ 7,623 $24,856  $(13,598) (7
3,063 13,598 (13,598) (7)
$ 4,560 $11,258 S --
286 864 -
$ 4,846 $12,122 § -=
$ 322 §$ 4,857 § {30015
(1,000 {11)
632 1,401 —
181 236 -
71 68 -
$ 1,206 $ 6,562 S (1,300)
$ 6,056 $ 1,718 § -
- - 2,432 (7}
605 2,693 -
131 54 -
$ 6,792 $ 4,465 §$ 2,432
$12,844 $23,14% § 1,132
$ 1,675 $ 4,301 $  (500) (5)
{500) (11)
(1,000) {11)
2,432 (7)
194 2 -
128 350 -
6,051 7,056 500 (11)
$ 8,048 $11,709 3 932
$  ~- § 449 8 200 (5)
373 499 --
683 3,413 -
$ 1,056 S 4,361 S 200
$ 2,383 5 2,481  $ --
289 490 -
-- 1,267 -
1,068 2,841 -

Exelcn
ProForma
Balance

$ 6,408
196

478
13,607

1,267
3,90¢%



g -
3 1,132



NOTES TO UNAUDITED PRC FORMA COMBINED CONDENSED FINANCIAL STATEMENTS

1, Represents the use of the remaining proceeds from the securitization of
stranded costs as follows: (a) repurchased approximately 5.3 miilion shares of
PECO common stock at a cost of $198 million in October and November 199% and
{b} repaid $122 million of short-term debt in October and December 1999.

The effects of the use of proceeds on the pro forma combined condensed
statements of income were as follows:

Nine Months Ended

Year Ended

September 30,

199¢December 31,1988

(in millions)

Transition Bond Interest Expense................ $180 $ 240
Interest Savings Associated with Higher Cost’
Debt that was Repurchased...................... {92) (132}
Transition Bond Interest Expense Included in
Historical Interest EXPeNSE.......vvuivrnennnn {130) -
Intcerest Savings Included in Historical Interest
90 11 + - 39 --
s 17 $ lo8
PECO Obligated Mandatorily Redeemable Preferred
Securities ($221 million @ 9%)......... .. .¢ccu.. $(15) $ (20)
Interest Savings Included in Historical
Financial Statements. ... ... irnennraeanenns 3 -
$(12} $ (20}
Preferred Stock Dividends ($37 million @ &€.12%). S (2) s (2}

2. Reflects the accounting impacts related to the December 1999 sale of the

fossil generating plants. The sale is expected te result in an after-tax gain
of approximately $1.6 billion, after settling commitments associated with
certain ceal contracts ($350 million), recognition of employee severance costs
($112 million) and funding certain environmental initiatives as required by
Illinois law upcn the closing of the sale ($250 million).

The employee related costs reflect  employee severance costs associated with
selling the fessil generating plants. Such casts include certain pension and
post-retirement welfare benefits, transition allowances and retention payments
offered to employees whose positions wWere eliminated as ¢f the date of the
asset sale in December 13599.

The gain on the sale was utilized to recover certain regulatory assets and,
as a result, the sale 1s not expected tc have a significant impact on Unicom
net ipcome in 1999. Both the amortization of regulatory assets and the gain on
the fossil sale are reflected on the depreciation and amortization line of the
pre forma income statement.

3. Reflects the continuing impact of the sale of ComEd's fossil generating
plants:

Fuel and Energy Interchange: Reflects the elimination of fossil fuel
expense and the replacement impact of purchasing power under the power
purchase agreements entered into with the purchaser of the fossil assets
at the time of the fossil sale, as provided below:

Nine Months Ended Year Ended

September 30, 199% December 31, 1598

(in millions) X
Fossil Fuel Expense............ e $(509) $(768)
Energy Interchange Expense........... 167 930



Operation and Maintenance: Reflects the elimination of the fossil
generating plants operation and maintenance expenses.
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Notes te Unaudited Pro Forma Combined Condensed Financial Statements--
{Continued)

Depreciatien and Amortization: For the year ended December 31, 1998,
depreciation and amortizaticn expense includes the following amounts (in

millions):
Fossil Sale Transaction:
Amortization of Reqgulation AssSels. .. ... v oeraenanns $ 2,756
Amortization of Regulatory Liabilities.................. ... {2,713)
Centinuing Impacts: '
Eilimination of Fossil Plant Depresciation............... .. ..., (811
Additional Amortization of Regulatory Assebs................... 186
= 1 o8 T 2 S 148

Amortization of regulatory liabilities represents the application of the
gain on the sale of the fossil plants te recover regulatory assets. The
total pre-tax gain on the fossil sale used to recover regulatory assets
is $2,756 million, which includes $43 million of Investment Tax Credit
[ITC) amortization related to fossil plant. The amortization of ITC's is
reflected in ihcome taxes. The Unicom Fossil Sale Pro forma adjustments
include increased regulatory asset amortization because those adjustments
on a prigr-to-merger, pro forma basis would result in ComEd's earnings
exceeding the earnings cap provision of the Illinois Public Utilities
Act.

For the nine-month period ended September 30, 1998, depreciation and
amortization expense includes the following (in millions):
Centinuing Impacts:
Elimination of Fossil Plant Depreciation............v.ovinn.a.. $(57)
Taxes Other Than Income Taxes: Reflects the elimination of real estate
and payreoll taxes related to the ownership of the fossil plants.

The pro forma adjustments do not reflect the income effects of the
reinvestment of cash proceeds received from the fossil sale.

4, Reflects Unicom's expected obligation te purchase, at prevailing market
prices, approximately 26.3 million shares of Unicom common stock that are
subject to certain forward purchase contracts and are expected to settle no
laver than February 2000. Also reflects the use of securitization proceeds to
retire $140 million of long-term debt in October 1993, In addition, reflects
adjustments to net interest expense and preferred and preference stock
dividends related to the use of securitization proceeds. The Unicom
Securitization Pro Forma adjustments include increased regulatory asset
amortization because those adjustments on a prior-to-merger, pro forma basis
would result in ComEd's earnings exceeding the earnings cap provision of the
Illineis Public Utilities Act. '

5. Reflects the payment of the cash portion of the merger consideration to
Unicom ceoemmon shareholders. PECO's pro forma cash balance as of September 30,
1299 was insufficient to fully fund this cash payment. Accordingly, for pro
forma purposes, it was assumed that PECO would borrow 3200 million from its
available revolving credit facility and that this borrowing would be repaid
immediately faollewing the merger. The amount of actual borrowing, if any, at
the tvime of consummation of the merger will depend on PECO's actual cash
availables at that time.

5. Reflects issuance of Exelon shares in exchange for PECC and Unicom
common stock net of shares which were repurchased by PECO and Unicom as

follows:

15



Notes toc Unaudited Pro Forma Combined Condensed Financial Statements—-—
(Continued}

Exelon
PECO Unicom Prc Forma

{Shares in 000's)

Actual shares outstanding at September 30,

I = N 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 factor........... ... ... .. . . i 1.0 .B75
Remaining shares to be exchanged............ 168,900 144,600' 313,500

7. A prec forma adjustment has been made to recognize estimated goedwill in
connection with the merger. The goodwill represents the excess of the purchase
consideration of $5.7 billion, including PECO's estimated transaction costs
resulting from the merger, over the book value of Unicom's assets and
liabilities at September 30, 19%9. The adjustment reflects the merger
consideration including approximately 144.6 million shares of Exelon Common
Stock at a price of $35.96 based on the average closing price of PECC Common
Stock between January 4 and 11, 2000, (the most current data available as of
the date of this 8-K filing). PECO"s transaction costs of approxzimately $32.5
million represent the estimated costs te be incurred for the merger that meet
the reguirements for inclusion in the purchase price. Actual goodwill recorded
upon consummaticn will consider the fair value of Unicom's assets and
liabilities at that future date, including the fair value determination of
nuclear generating stations, and may differ significantly from the amount
recorded in these pro forma financial statements. The pro forma adjustment
also relates to the elimination of accumulated depreciation reflected on
Unicem's bocks in accordance with purchase accounting as prescribed by GAAP.
As a result of the increased merger pro forma common stock equity balance, the
merger pro forma adjustments include a reversal of the increased requlatory
asset amortization related to the Unicom Pro Forma Adjustments discussed in
Notes 3 and 4.

8. Reflects the elimination of purchased power and off-system sales
transactions between PECO and Unicom.

9. Reflects amortization of goodwill over a 40-year period.

10. Reflects the reclassification of PECQ preferred stock dividends and
interest on PECO obligated mandatorily redeemable preferred securities for
consistent presentation.

11. Reflects the repurchase of approximately $1.0 billicn of Unicom's
outstanding common shares arid approximately $500 million of PECO's outstanding
common shares prier to closing. PECO's pro forma cash balance as of September”
30, 193% was insufficient to fully fund its repurchase. Accordingly, for pro
forma purposes, it was assumed that PECO would borrow $500 million of long
term debt at an interest rate of approximately 7.25% in order to fund this
transaction. The amount of the borrowing, if any, at the time of consummation
of the merger will depend on PECC's actual cash available at that time.



SIGNATURES

Pursuant te the reguirements of the Securities

registrant has duly caused this report
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January 13, 2000
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PECO Energy
Exhibit “P”

Form of Amendment Agreement for Leaseback Arrangement



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 1o The Philadelphia Electric Company (now PECO Energy Company) all of the former’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 1,
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 nghts 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. Asa
consequence, GenCo will own ali 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 10 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. 403),
including various transmission facilities, and to ali 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 “Philadeiphia
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 transmussion lines, equipment and appurtenances thereof presently inciuded
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 nght 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.

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:



v
'

To GenCo: To PECO ENERGY:
Robert 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 1s 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 ail 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
Signature Signature
Date Date
Name Name
Title Title
3




PECO Energy
Exhibit “F Supplemental”

Updated Description of Generating Assets Transferred



PECO Energy Company

Assets and Liability Accounts to be Transferred to Generation Company

FERC Accounts
Assets

01010to 01110
0120

0121 to 0122
0123

0124

0128

01N

0134 to 0135
01410 t0 0144
0146

0151, 0152 &0158
0154 & 0163
0165

0174

01823

0183

0184 to01860
D188

Liabilities & Equity
0190,0255,0281,02682 & 0283
0201

0211, 0214, 0216 & 0217
0221, 0224,0225 &0226
0231

0223

02283

02284

0232 |

0234

0238

02370

0242

0253

0254

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

Description

Net Plant & CWiP

Nuclear Fuel

Non-Utility Plant

Investrments in Associated Companies
Investments

Decommissioning Funds

Cash

Special Deposits & Working Funds

Notes & Accounts Recsivable

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

Dabt

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

Generation
Company

638,649
296,703
22,180
77,385
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
132,882
209,041

333
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PECOQ Energy Company
Proforma Batance Sheet - Post Merger and Restructuring
As of June 30, 1999
(8 in Thousands)

ASSETS CAPITALIZATION AND LIABILITIES

Ulihty Plant Common Shareholders' Equity
Plant at Original Cost $5,207,928 Comrmon Stock (No Par) -
Less Accumulated Provision for Depreciation 1,672,252 Ciher Paid-In Capita! $1,417,719

3535676 Retaired Earnings -

Muclear Fuel, Nei - Treasury Stock -
Construetion Work In Progress 147,576 Preferred Stock . 230,172
Leaseqd Property, Net 475 Minority Interest in Monthly Income Preferred Securitie 340,355

Long-Term Debt 5,023,456

3,683,727
7,911,702

Current Asgels Current Liabilties

Cash and Temporary Cash Investments 523,700 Notes Payable, Bank . -

Aceounts Receivable, Met 172,522 Long-Term Debt Due Within One Year 142,807

Inventories, at Average Cost Capttal Leage Obligations Due Within One Year 12

Fossil Fuet 34,442 . Accounts Payable 71837

Materials ard Supplies 18577 Taxes Accrued 164,194

Deferred Energy Costs - Gas - Deferred Energy Costs 26,417

Other 96,548 Intarest Accrued 99,375

905,798 Other 61,862

566,204
Deferred Debits and Other Assets

Note Receivable from Service Company 1,488 000

Recoverable Transition Charge 5,274,624 Deferred Credits and Other Liabilities
Recoverable Deferred Income Taxes 609,230 Capital Lease Obligations 462
Non-Pension Postretirement Benefils Costs 87,668 Deferjed income Taves 3,027,292
lnvestments | 16,273 Unamortized Investment Tax Credits 291,956
Loss on Reacquired OCebt 73,938 Pension Obligation Q0,098
Other 67,357 Non-Pension Posttelirement Benefits Obligation 178.984
7,617,050 Cther 139,917
3,728,709
TOTAL $12 206 615 TOTAL $12,206,615
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CALL CONTRACT
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PECO ENERGY Company
and
|GENCO]
for

GENERATOR RELIABILITY SERVICES

from the

DELAWARE GENERATING STATION
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THIS CALL CONTRACT FOR GENERATOR RELIABILITY SERVICES (the
“Cal] Contract™), dated as of , is entered into by and between PECO
Energy Company (“Company”}, a Pennsylvania corporation, and {GenCo], 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 termtory.

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 reliable 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 Parties hereto
agree as follows:

I. 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:
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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” shail 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 PTM ISO. Operational Limitations include but are not limited to generation
lead times or ramp times , thermal loading rates, or equipment limitations.

“PaPUC” shall mean Pennsylvania Public Utility Commission, or any successor agency
thereto.

“PIM" 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
'PIM Control Area.

“PJM Cost Development Guideline” shall mean that certain PJM manual dated May 1999

which is titled “PIM Caost Development Guideline” and is posted on the PIM website, as said
manual is amended from time to time.

l “Service” shall mean the operation of one or more generators.

l “Start Up Cost” shall mean ds those generating unit start-up costs developed and
zomputed in accordance with the PIM Cost Development Guideline, including but not limited to
fuel-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
srevious shutdown to shutdown of equipment needed for normal cool down of plant components,

I:xcluding normal plant heating/auxiliary equipment fuel requirements), station service costs after
reaker opening during shutdown (priced at the station service rate), and incremental labor costs

ln excess of normal station staffing requirements.

ssued by:
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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).

I.  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 PIM 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 RELIABILITY OPERATION SERVICES

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 determuning the necessity of running the Station for Distribution
Systemn 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.

43  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.  SCHEDULING AND OPERATING PROCEDURES

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 specify content, deadlines, and contact points for
communications which the Company may require for scheduling, operating, reporting, and
accounting purposes, and shali be consistent with the requirements established by PIM or MAAC.

5.2.  Initiation of Transactions. All Transactions hereunder shali 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, thatAis, the time period, including the starting and
ending dates and times, during which Producer agrees 10 make available and provide

Generator Relability 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.

54 Operational Limitations. At the time the Company initiates a Transaction, the

Producer shall advise the Company of any known Operational Limitations applicabie 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.

V1. PRICING

6.1 Trapsaction 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

¢) 110% of the Producer’s Energy Cost, 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 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 PYM methodologies.
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VII. BILLING AND PAYMENT

7.1 Billing and Payment Periods. A billing statement (“Bill”) shall be rendered by
Producer to Company no later than the tenth (10%) 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 (19™) 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 lnterest. 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 Bilis. 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 unti! twelve months afier the date the Bill was rendered.

74 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 shail 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 Bili shall be made
as provided in the preceding paragraph.

VIil. 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. FORCE MAJEURE

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 1o 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 reasonabie 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.

94  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 settiement
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

directors, agents, empioyees, 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,

Limitation on Liability. Neither Company nor Producer nor their respective officers, I

1

!

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 Jost 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 lability,
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 afier
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.

XIH. 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 tssues in dispute and sumygnarize 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, 1f such agreement is not accomplished within twenty days after receipt of such request,
either Party may request the Amencan 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 conciusions 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 RECORDS

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) vears 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. CONFIDENTIALITY

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.

152  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 1o the other Party as soon as reasonably practicable. The Parties shail
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 15087

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 appropnate 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
number, or email address to.which notice is to-be given by written notice to the other Party.

XVIIL. 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
junisdiction 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.
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and to the regulations or orders of any local, state or federal regulatory authority having
junisdiction over the matters set forth herein. Producer agrees to use its best efforts 1o 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 jurnisdiction o 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. 1f 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.

Issued by: .
Issued on: Effective:
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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
l by their respective duly authorized representatives as of the date first above written.
l PECO Energy Company
I By:
Name Title Date
| [GENCO]
l By:
. Name Title Date
i
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