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AGREEMENT AND PLAN OF MERGER

AGREEMENT AND PLAN OF MERGER, dated as of December 20, 2004 between
Exelon Corporation, a Pennsylvania corporation (“Parent™), and Public Service Enterprise Group
Incorporated, a New Jersey corporation (the “Company”) (Parent aud the Company being
hereinafter collectively referred to as the “Constituent Corporations™). Except as otherwise set
forth herein, capitalized (and certain other) terms used herein shall have the meanings set forth in
Section 1.1.

WITNESSETH:

WHEREAS, the respective Boards of Directors of Parent and the Company have each
approved the merger of the Company with and into Parent (the “Merger™), upon the terms and
subject to the conditions set forth in this Agreement, whereby the issued and outstanding shares
of Common Stock, no par value per share, of the Company (“Company Common Stock,” and
the shares of Company Common Stock are hereinafter referred to as the “Shares™), other than
Shares owned directly or indirectly by Parent or the Company, will be converted into shares of

Common Stock, no par value per share, of Parent (the “Parent Shares™);

WHEREAS, the Board of Directors of the Company has determined that this Agreement
and the Merger are advisable and fair to, and in the best interests of, the Company and the
Company’s shareholders, has approved this Agreement and the Merger and has recommended
that the Company’s shareholders approve this Agreement;

WHEREAS, the Board of Directors of Parent has determined that this Agreement and the
Merger are advisable and fair to, and in the best interests of, Parent and Parent’s shareholders,
has approved this Agreement and the Merger and has recommended that Parent’s shareholders
approve the issuance of Parent Shares in the Merger,

WHEREAS, for federal income Tax purposes, it is intended that the Merger shall qualify
as a “reorganization” within the meaning of Section 368(a) of the Internal Revenue Code of
1986, as amended (the “Code™); and

WHEREAS, Parent 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, in consideration of the foregoing and the mutual covenants and
agreements herein contained, and intending to be legally bound hereby, Parent and the Company
hereby agree as follows:

ARTICLE
INTERPRETATION; DEFINITIONS

Section 1.1 Interpretation; Definitions. When a reference is made in this Agreement to
an Article or a Section, such reference shall be to an Article or a Section of this Agreement
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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.”

As used in this Agreement, the following terms have the meanings specified or referred
to in this Section 1.1 and shall be equally applicable to both the singular and plural forms. Any
reference to the Surviving Corporation or to Parent after giving effect to the Merger means
Parent as the Surviving Corporation. Any agreement referred to below shall mean such
agreement as amended, supplemented or modified from time to time to the extent permitted by
the applicable provisions thereof and by this Agreement.

“Acguisition Agreement” shall have the meaning set forth in Section 6.2(a).
“Affected Emplovees” shall have the meaning set forth in Section 7.1(c).
“Affiliate” shall have the meaning as defined in Rule 12b-2 under the Exchange Act.

“Agreement” means this Agreement and Plan of Merger between Parent and the
Company.

“Articles of Merger” shall have the meaning set forth in Section 2.3.

“Assumed Stock-Based Award” shall have the meaning set forth in Section 7.2(b).

“Atomic Energy Act” means the Atomic Energy Act of 1954, as amended.

“Benefit Plan” means any bonus, pension, profit sharing, deferred compensation,
incentive compensation, stock ownership, stock purchase, stock option, restricted stock, phantom
stock, stock appreciation or other equity-based compensation, retirement, vacation, severance,
disability, death benefit, hospitalization, medical, dental, vision care, life insurance or other plan,
program or arrangement providing compensation or benefits to or in respect of any current or
former employee, officer or director of the Company or Parent, as the case may be, or any of
their respective Subsidiaries.

“BPU” means the New Jersey Board of Public Utilities.

“Burdensome Action” means any action that (i) would, individually or in the aggregate,
reasonably be expected to have a Material Adverse Effect on Parent after giving effect io the
Merger or (ii) involves (A) divesting or holding separate any nuclear generation assets of Parent,
the Company or any of their respective Subsidiaries or Affiliates unless otherwise agreed by the
Chief Executive Officers of each of Parent and the Company, (B) implementing any auction or
other process to transfer control over an amount of nuclear base-load capacity materially in
excess of that amount of nuclear base-load capacity that is proposed by the parties’ mutually
agreed upon analysis of the mitigation sufficient to address the increased market concentration
resulting from the Merger as set forth in the “Appendix A” analysis to be filed at FERC for base-
load capacity or (C) divesting or holding separate an amount of peaking or mid-merit generation
assets or capacity of Parent, the Company or any of their respective Subsidiaries or Affiliates

2-
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materially in excess of that amount of peaking and mid-merit assets or capacity that is proposed
by the parties’ mutually agreed upon analysis of the mitigation sufficient to address the increased
market concentration resulting from the Merger as set forth in the “Appendix A” analysis to be
filed at FERC for peaking and mid-merit capacity.

“Burdensome Order” shall have the meaning set forth in Section 8.1(f).

“Capital Stock™ means, as applicable any capital stock of a corporation or any other
equity interest (including preferred interests) in any Person including any equity interest
(including preferred interests) in any partnership, limited liability company or limited liability
partnership.

“Certificate of Merger” shall have the meaning set forth in Section 2.3,

“Certificates™ shall have the meaning set forth in Section 3.3(b).
“Closing Date” shall have the meaning set forth in Section 2.2.
“Code” shall have the meaning set forth in the fourth recital provision of this Agreement.

49

Company” shall have the meaning set forth in the introductory paragraph of this
Agreement.

“Company Business Personnel” shall have the meaning set forth in Section 4.13(a).

“Company Cash Award” shall have the meaning set forth in Section 7.2(b).

“Company Cash Dividend Equivalents” means dividend equivalent awards under the
Company Stock Plans that are settled in cash.

“Company Cash Phantom Shares” means awards under the Company Stock Plans,
Company’s Deferred Compensation Plan for Directors, the Company’s Deferred Compensation

Plan for Certain Employees, the Company’s Deferred Compensation Plan for Nuclear
Representatives to Nuclear Review Board, the Company’s Deferred Compensation Plan for
Members of Nuclear Oversight Committee and employment contracts, the value of which are
determined by the value of the Company Common Stock and which are settled in cash.

“Company Common Stock” shall have the meaning set forth in the first recital

provision of this Agreement.

“Companyv DRIP” shall have the meaning set forth in Section 4.3(a).

“Company Employee Savings Plan” shall have the meaning set forth in Section 4.3(a).

“Companv Equity Units” means the Company’s 9,200,000 outstanding Participating

Units issued and outstanding as of the date hereof.

“Company ESPP” shall have the meaning set forth in Section 4.3(a).

3.
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“Company Filed SEC Documents” means the documents (including portions of
exhibits containing the audited financial statements of the Company, the notes thereto or
Management’s Discussion and Analysis of Financial Condition and Results of Operations but
excluding all other exhibits or portions thereof) filed with or furnished to the SEC by the
Company or any of its Subsidiaries and publicly available on the Electronic Data Gathering,
Analysis and Retrieval System since December 31, 2001 and prior to the date of the execution of
this Agreement.

“Companv Group” means (a) any “affiliated group” (as defined in Section 1504(a) of
the Code without regard to the limitations contained in Section 1504(b) of the Code) that, at any
time on or before the Closing Date, consists or consisted solely of the Company (or any
predecessor), any Subsidiary of the Company (or any predecessor) or any combination thereof or
that, at any time on or before the Closing Date, has or had the Company (or any predecessor) or
any Subsidiary of the Company (or any predecessor) as the common parent, and (b) any other
group of corporations that, at any time on or before the Closing Date, files or has filed Tax
Returns on a combined, consolidated or unitary basis and consists or consisted solely of the
Company (or any predecessor), any Subsidiary of the Company (or any predecessor) or any
combination thereof or that, at any time on or before the Closing Date, files or has filed Tax
Returns on a combined, consolidated or unitary basis and has or had the Company (or any
predecessor) or any Subsidiary of the Company (or any predecessor) as the common parent.

“Company Indebtedness” means (a) indebtedness for borrowed money of the Company
and its Subsidiaries, (b) obligations of the Company and its Subsidiaries evidenced by notes,
bonds, debentures or other similar instruments or by letters of credit agreements, including
purchase money obligations or other obligations relating to the deferred purchase price of
property and (c¢) direct or indirect guarantees by the Company or any of its Subsidiaries of
indebtedness for borrowed money of any Person.

“Company Insiders” shall have the meaning set forth in Section 7.11.

“Company Joint Venture” means any corporation, limited liability company,
partnership, joint venture, trust or other entity which is not a Subsidiary of the Company and in
which (i) the Company, directly or indirectly, owns or controls any shares of any class of the
outstanding voting securities or other equity interests (other than the ownership of securities
primarily for investment purposes as part of routine cash management or investments of 2% or
less in publicly traded companies) or (ii) the Company or a Subsidiary of the Company is a
general parmer.

“Company Letter” means the letter from the Company to Parent dated the date hereof,
which letter relates to this Agreement and is designated therein as the Company Letter.

“Company Material Contract” shall have the meaning set forth in Section 4.25.

“Company Material Taxes™ means (a) federal income Taxes imposed on any Company
Group, (b) New Jersey Corporation Business Taxes imposed on the Company, any Subsidiary of
the Company or any Company Group and (c) material foreign Taxes imposed on the Company,
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any Subsidiary of the Company or any Company Group (including, in the case of each reference
to the Company or any Subsidiary of the Company, any predecessor thereof).

“Companv Non-US Compensation and Benefit Plans” shall have the meaning set forth

in Section 4.12(h).
“Companv Nuclear Facilities” shall have the meaning set forth in Section 4.16(a).

“Company Option Plans” shall have the meaning set forth in Section 4.3(a).

“Company Performance Shares” shall mean the Performance Shares described under
Company Stock Plans.

“Company Performance Units” shall mean the Performance Units described under the
Company Stock Plans.

“Company Permits” shall have the meaning set forth in Section 4.9(a).

“Company Preferred Stock” shall have the meaning set forth in Section 4.3(a).

“Company Regulatory Approval Coordinators” shall have the meaning set forth in
Section 7.10(d)(3).

“Company Reporting Subsidiary” means each Subsidiary of the Company required to
file documents with or furnish documents to the SEC pursuant to the Securities Act or the
Exchange Act.

“Company Required Statutory Approvals” shall have the meaning set forth in Section
4.5(b).

“Company Restricted Shares” shall have the meaning set forth in Section 4.3(a).

“Company RSUs” shall have the meaning set forth in Section 4.3(a).

“Company SEC Decuments” shall have the meaning set forth in Section 4.6(a).

“Company Shareholder Approval” shall have the meaning set forth in Section 7.3(a).
“Company Shareholders Meeting” shall have the meaning set forth in Section 7.3(a).

“Company Stock-Based Awards” means the Company Restricted Shares, the Company
RSUs, the Company Performance Units, the Company Performance Shares, the Company Stock
Phantom Shares and the Company Stock Equivalents that are payable in Company Common
Stock.

“Company Stock Dividend Equivalents” means dividend equivalent awards under the
Company Stock Plans that are settled in Shares.

“Company Stock Eqguivalents” shall have the meaning set forth in Section 4.3(a).

-5-
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“Company Stock Options” shall have the meaning set forth in Section 4.3(a).

“Company Stock Phantom Shares” means awards under the Company Stock Plans the
value of which are determined by the value of the Company Common Stock and which may be
settled in Shares.

“Company Stock Plans” shall have the meaning set forth in Section 4.3(a).

“Company Tax Certificate” means a form of certificate attached to the Company Letter
which contains certain representations substantially to the effect of the representations to be
made by the Company in connection with the tax opinions contemplated by Sections 8.2(c) and
8.3(d).

“Company Thrift Plan” shall have the meaning set forth in Section 4.3(a).

“Company Trading” means any transaction which does not hedge an underlying
exposure, is conducted to increase expected margin at increased expected risk and is recorded in
Power’s Wholesale Power Trading book but shall not include trading activities of Holdings and
its Subsidiaries.

“Company Trading Guidelines” shall have the meaning set forth in Section 4.18.

“Company Voting Debt” shall have the meaning set forth in Section 4.3(a).

“Compensation Commitments” shall have the meaning set forth in Section 4.12(a).

“Confidentiality Agreement” shail have the meaning set forth in Section 7.4(a).

“Constituent Corporations™ shall have the meaning set forth in the introductory
paragraph of this Agreement.

“Contract” shall mean any written or oral agreement, undertaking, contract,
commitment, lease, license, permit, franchise, concession, deed of trust, contract, note, bond,
mortgage, indenture, arrangement or other instrument or obligation.

“Current Premium” shall have the meaning set forth in Section 7.9(b).

“Directors’ Units™ shall have the meaning set forth in Section 5.3(a).

“Dividend Shortfall” shall have the meaning set forth in Section 7.13(b).

“Dividend Threshold” shall have the meaning set forth in Section 7.13(b).

“D&O0 Insurance” shall have the meaning set forth in Section 7.9(b).

“Effective Time” shall have the meaning set forth in Section 2.3.

“End Date” shall have the meaning set forth in Section 9.1(i).
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“ENEH” means Exelon New England Holdings, LLC, a Delaware limited liability
company.

“Environmental Law” means any federal, state, local or foreign statute, law, regulation,
order, decree, permit, authorization, common law or agency requirement relating to: (i) the
protection, investigation or restoration of the environment, health, safety or natural resources, (ii)
the handling, use, presence, disposal, release or threatened release of any Hazardous Substance
or radioactive material or (iii) noise, odor, indoor air, employee exposure, wetlands, pollution,
contamination or any injury or threat of injury to persons or property relating to any Hazardous
Substance or nuclear and radioactive materials.

“ERISA” means the Employee Retirement Income Security Act of 1974, as amended,
together with the rules and regulations promulgated thereunder.

“ERISA Affiliate” shall have the meaning set forth in Section 4.12(a).

“ERISA Benefit Plan” means a Benefit Plan maintained as of the date of this Agreement
which is also an “employee pension benefit plan” (as defined in Section 3(2) of ERISA) or which
is also an “employee welfare benefit plan” (as defined in Section 3(1) of ERISA).

“Exchange Act” means the Securities Exchange Act of 1934, as amended, together with
the rules and regulations promulgated thereunder.

“Exchange Agent” shall have the meaning set forth in Section 3.3(a).
“Exchange Fund” shall have the meaning set forth in Section 3.3(a).
“Exchange Ratio” shall have the meaning set forth in Section 3.2(c).

“Federal Power Act” shall have the meaning set forth in Section 4.2(a}).

“Federal Required Statutory Approvals” shall have the meaning set forth in Section

9.1(1).

“FERC” means the Federal Energy Regulatory Commission.

“Final Order” means any 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 to which all conditions to the consummation of such
transactions prescribed by law, regulation or order have been satisfied.

“Financing Contract” means any loan agreement, indenture or other financing Contract
to which the Company or any of its Affiliates is a party that was entered into in connection with
any Leveraged Lease.

“Global” means PSEG Giobal L.L.C., a New Jersey limited liability company.
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“Governmental Entity” means any federal, state, tocal or foreign government or any
court, tribunal, administrative agency or commission or other governmental or other regulatory
authority or agency, domestic, foreign or supranational.

“Hazardous Substance” means any substance that is (i) listed, classified or regulated
pursuant to any Environmental Law, (i) any petroleum product or by-product, asbestos-
containing material, lead-containing paint, polychlorinated biphenyls or radioactive material and
(iii) any other substance which is regulated by or for which liability or standards of care are
imposed by any Environmental Law.

“Holdings™ means PSEG Energy Holdings L.L.C., a New Jersey limited liability
company.

“Holdings Joint Venture” shall have the meaning set forth in Section 4.26(a).

“HSR Act” means the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as
amended.

“1CC”» means the Illinois Commerce Commission.
“Indemnified Person” shall have the meaning set forth in Section 7.9(a).

“Intellectual Property Rights” shall have the meaning set forth in Section 4.19.

“IRS” means the Internal Revenue Service.
“JLP. Morgan” shall have the meaning set forth in Section 5.23.

“Knowledge” shall mean the actual knowledge of the Persons set forth on Item 1.1(a) of
the Company Letter, in the case of the Company, and the actual knowledge of the Persons set
forth on Item 1.1(a) of the Parent Letter, in the case of Parent.

“Lehman” shall have the meaning set forth in Section 5.23.

“Leveraged L.ease” means (a) any lease that is collateral for indebtedness through which
the lessor financed or acquired an asset and to which the Company, any of its Affiliates or any
Company Joint Venture is a party and (b) all Contracts and documents entered into by the
Company, any of its Affiliates or any Company Joint Venture with the lessee or an Affiliate of
the lessee in connection with the transactions conternplated by such lease.

“Liens” means any pledges, claims, liens, charges, encumbrances and security interests
of any kind or nature whatsoever.

“Listed Transaction” means (i) any transaction that is the same as or substantially
similar to one of the types of transactions that the IRS has identified (by notice, regulation, other
form of published guidance or otherwise) as a “listed transaction” pursuant to Treasury
Regulation § 1.6011-4(b)(2), (ii) any transaction or arrangement in which there is an acquisition
of a leasehold interest in property and the sublease of such property (including, without
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limitation, any transaction or arrangement that is similar to that described in IRS Notice 2000-15
or that is referred to as a “lease-in/lease-out” or “LILO™) or (i1i) any transaction or arrangement
in which a lessee of property may arrange for a service Contract, replacement lease, residual
value insurance or similar arrangement during or at the end of a lease term (including, without
limitation, any transaction or arrangement that is structured with an intent to avoid the
application of Section 168(g)(3)(A) of the Code or that is referred to as a “sale-in/lease-out” or
“SILO™).

“Material Adverse Change™ or “Material Adverse Effect” means, when used with
reference to the Company or Parent, as the case may be, any event, effect, change or
development that, individually or in the aggregate with other events, effects, changes or
developments (including, in the case of the Company, any event, effect, change or development
with respect to any Company Joint Venture) (a) is, or would reasonably be expected to be,
material and adverse to the financial condition, business, assets, liabilities {(contingent or
otherwise), operations or results of operations of the Company and its Subsidiaries taken as a
whole, in the case of the Company, or Parent and its Subsidiaries taken as a whole, in the case of
Parent, (b) with respect to Parent, has a material and adverse effect on the ability of Parent to
perform its obligations under this Agreement or to consummate the transactions conternplated
hereby by the End Date or (¢) with respect to the Company, has a material and adverse effect on
the ability of the Company to perform its obligations under this Agreement or to consummate the
transactions contemplated hereby by the End Date; provided, however, that to the extent any
event, effect, change or development is caused by or results from any of the following, in each
case, it shall not be taken into account in determining whether there has been (or would
reasonably be expected to be) a “Material Adverse Change” or a “Material Adverse Effect”™: (i)
factors affecting the economy or financial markets as a whole, (ii) factors affecting the electric
energy market as a whole, except to the extent the Company and its Subsidiaries, taken as a
whole, or Parent and its Subsidiaries, taken as a whole, as the case may be, are materially and
adversely affected in a disproportionate manner as compared to comparable participants in the
electric energy market, (ii1) the announcement of the execution of this Agreement, (1v) any
failure by Parent or the Company to meet any revenue or earnings predictions prepared by the
Company or Parent, as the case may be, or revenue or earnings predictions of equity analysts or
the receipt by Parent or the Company, or any of their respective Subsidiaries of any credit ratings
downgrade (it being understood that the facts or occurrences giving rise or contributing to any
such effect, event, change or development which affect or otherwise relate to or result from the
failure fo meet revenue or earnings predictions prepared by the Company or Parent, as the case
may be, or revenue or earnings predictions of equity analysts or to the receipt of any credit
ratings downgrade may be deemed to constitute, or be taken into account in determining whether
there has been, or would reasonably be expected to be, 2 Material Adverse Change or Material
Adverse Effect), (v) changes in laws, rules or regulations of any Governmental Entity affecting
the electric energy market as a whole except to the extent the Company and its Subsidiaries,
taken as a whole, or Parent and its Subsidiaries, taken as a whole, as the case may be, are
materially and adversely affected in a disproportionate manner as compared to comparable
participants in the electric energy market, (vi) any loss, in and of itself, resulting from the sale of
assets in accordance with Section 6.1(a){viii)}(B) or impairment charge, in and of itself, taken in
relation to the assets identified on Item 6.1(a)(viii)}(B) of the Company Letter, (vii) any sale or
disposition of assets that may be ordered by the SEC, as part of its review of the Merger under
PUHCA, (viii) any change in generally accepted accounting principles by the Financial
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Accounting Standards Board, the SEC or any other regulatory body, (ix) any event, effect,
change or development resulting from a breach by Exelon Generation Company, LLC of the
OSC shall not be deemed to be an event, effect, change or development that would have a
Material Adverse Effect on the Company or (x) any matter to the extent identified on Item 1.1(b)
of the Parent Letter or Item 1.1(b} of the Company Letter.

“Merger” shall have the meaning set forth in the first recital provision of this
Agreement.

“Morgan Stanley” shall have the meaning set forth in Section 4.22.

“Multiemplover Plan” shall have the meaning set forth in Section 4.12(d}.

“Natural Gas Act” means the Natural Gas Act.

“Natural Gas Policy Act” means the Natural Gas Policy Act of 1978.

“Net Company Position” shall have the meaning set forth in Section 4.18.

“Net Parent Position™ shall have the meaning set forth in Section 5.19.

“NJBCA” shall have the meaning set forth in Section 2.1.
“NRC” means the Nuclear Regulatory Commission.
“NYSE” means the New York Stock Exchange, Inc.
“QOrder” shall have the meaning set forth in Section 8.1(b).

“OSC” means the Operating Services Contract, dated as of the date hereof, between
Exelon Generation Company, LLC and PSEG Nuclear LLC.

“Parent™ shall have the meaning set forth in the introductory paragraph of this
Agresment.

“Parent Acquisition Transaction™ shall have the meaning set forth in Section 9.1(j).

“Parent Business Personnel” shall have the meaning set forth in Section 5.14(a).

“Parent Compensation Commitment” means any material Contract, commitment,
understanding, plan, policy or arrangement of any kind, whether written or oral, with or for the
benefit of any current or former officer, director, employee or consultant, including each
employment, compensation, deferred compensation, severance, supplemental pension, life
insurance, termination or consulting Contract or arrangement and any Contracts or arrangements
between Parent or any of its Subsidiaries and any current or former employee, officer, director or
consultant of Parent or any of its Subsidiaries.

“Parent Deferred Shares” means Parent Shares the issuance of which has been deferred
pursuant to Parent’s Deferred Compensation Plan.
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“Parent Directors® Stock Unit Plan” means Parents’ Non-Employee Directors Deferred
Stock Unit Plan.

“Parent Dividend Equivalents” means dividend equivalents outstanding under Parent’s
Retirement Plan for Directors and Parent’s Director Fee Plan.

“Parent DRIP” shall have the meaning set forth in Section 5.3(a).
“Parent ESPP” shall have the meaning set forth in Section 5.3(a).

“Parent Filed SEC Documents” means the documents (including portions of exhibits
containing the audited financial statements of Parent, the notes thereto or Management’s
Discussion and Analysis of Financial Condition and Results of Operations but excluding all
other exhibits or portions thereof) filed with or furnished to the SEC by Parent or any of its
Subsidiaries and publicly available on the Electronic Data Gathering, Analysis and Retrieval
System since December 31, 2001 and prior to the date of the execution of this Agreement.

“Parent Group” means (a) any “affiliated group” (as defined in Section 1504(a) of the
Code without regard to the limitations contained in Section 1504(b) of the Code) that, at any
time on or before the Closing Date, consists or consisted solely of Parent (or any predecessor),
any Subsidiary of Parent (or any predecessor) or any combination thereof or that, at any time on
or before the Closing Date, has or had Parent (or any predecessor) or any Subsidiary of Parent
(or any predecessor) as the common parent, and (b) any other group of corporations that, at any
time on or before the Closing Date, files or has filed Tax Returns on a combined, consolidated or
unitary basis and consists or consisted solely of Parent (or any predecessor), any Subsidiary of
Parent (or any predecessor) or any combination thereof or that, at any time on or before the
Closing Date, files or has filed Tax Returns on a combined, consolidated or unitary basis and has
or had Parent (or any predecessor) or any Subsidiary of Parent (or any predecessor) as the
common parent.

“Parent Indebtedness” means (a) indebtedness for borrowed money of Parent and its
Subsidiaries, (b) obligations of Parent and its Subsidiaries evidenced by notes, bonds, debentures
or other similar instruments or by letters of credit agreements, including purchase money
obligations or other obligations relating to the deferred purchase price of property and (c) direct
or indirect guarantees by Parent or any of its Subsidiaries of indebtedness for borrowed money of
any Person.

“Parent Joint Venture” means any corporation, limited liability company, partnership,
Joint venture, trust or other entity which is not a Subsidiary of Parent and in which (i) Parent,
directly or indirectly, owns or controls any shares of any class of the outstanding voting
securities or other equity interests (other than the ownership of securities primarily for
investment purposes as part of routine cash management or investments of 2% or less in publicly
traded companies) or (ii) Parent or a Subsidiary of the Parent is a general partner.

“Parent Letter” means the letter from Parent to the Company dated the date hereof,
which letter relates to this Agreement and is designated therein as the Parent Letter.
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“Parent Material Contract” means any Contract to which Parent or one of its
Subsidiartes is a party and which is material to Parent and its Subsidiaries, taken as a whole.

“Parent Material Taxes” means (a) federal income Taxes imposed on any Parent
Group, (b) Illinois income Taxes imposed on Parent, any Subsidiary of Parent or any Parent
Group, (¢) Pennsylvania Corporate Net Income Taxes imposed on Exelon Ventures Company,
LLC or PECO Energy Company and (d) material foreign Taxes imposed on Parent, any
Subsidiary of Parent or any Parent Group (including, in the case of each reference to Parent or
any Subsidiary of Parent, any predecessor thereof).

“Parent Non-US Compensation and Benefit Plans” shall have the meaning set forth in

Section 5.13(h).
“Parent Nuclear Facilities” shall have the meaning set forth in Section 5.17(a).

“Parent Performance Shares” shall have the meaning set forth in Section 5.3(a).

“Parent Permits” shall have the meaning set forth in Section 5.9(a).

“Parent Phantom Shares” means amounts credited to participants’ retirement accounts
and matching contribution accounts under Parent’s Deferred Compensation Unit Plan and
credited as or benchmarked against Parent Shares.

“Parent Preferred Stock™ shall have the meaning set forth in Section 5.3(a).

“Parent Regulatory Approval Coordinators™ shall have the meaning set forth in
Section 7.10(d)(i).

“Parent Reporting Subsidiary” means each Subsidiary of Parent required to file
documents with or furnish documents to the SEC pursuant to the Securities Act or the Exchange
Act.

“Parent Required Statutory Approvals” shall have the meaning set forth in Section
5.5(b).

“Parent Restricted Shares” means Parent Shares subject to forfeiture.

“Parent SEC Documents™ shall have the meaning set forth in Section 5.6(a).
“Parent Shareholder Approval” shall have the meaning set forth in Section 7.3(a).

“Parent Shareholders Meeting” shall have the meaning set forth in Section 7.3(a).

“Parent Share Issuance” means the issuance of the Parent Shares upon conversion of
the Shares pursuant to Section 3.2(c).

“Parent Shares” shall have the meaning set forth in the first recital provision of this
Agreement.
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“Parent Stock Equivalents” shall have the meaning set forth in Section 5.3(a).

“Parent Stock Incentive Plans™ shall have the meaning set forth in Section 5.3(a).

“Parent Stock Options” shall have the meaning set forth in Section 5.3(a).

“Parent Tax Certificate” means a form of certificate attached to the Parent Letter which
contains certain representations substantially to the effect of the representations to be made by
Parent in connection with the tax opinions contemplated by Sections 8.2(c) and 8.3(e).

“Parent Trading” means any transaction which does not hedge an underlying exposure,
is conducted to increase expected margin at increased expected risk and is recorded in Parent's
Proprietary Trading Book.

“Parent Trading Guidelines” shall have the meaning set forth in Section 5.19.

“Parent Voting Debt” shall have the meaning set forth in Section 5.3(a).

“PBCL” shall have the meaning set forth in Section 2.1.

“PBGC?™ shall have the meaning set forth in Section 4.12(d).

“Person” means any person, employee, individual, corporation, limited liability
company, partnership, trust, or any other non-governmental entity (including any foreign entity)
or any governmental or regulatory authority or body (including any foreign entity).

“Power” means PSEG Power LLC, a Delaware limited liability company.

“Power Agreement” shall have the meaning set forth in Section 6.1(a)(xii).

“Proxy Statement” shall have the meaning set forth in Section 4.8.
“PUHCA?” shall have the meaning set forth in Section 4.2(a).
“PURPA” shall have the meaning set forth in Section 4.2(a).

“Qualified Plan” means any Benefit Plan that is intended to be qualified and exempt
from federal income Taxes under Sections 401(a) and 501(a) of the Code.

“Registration Statement” shall have the meaning set forth in Section 4.8.

“Regulatorv Approval Coordinators” shall have the meaning set forth in
Section 7.10(d)(1).

“Regulatory Approval Team” shall have the meaning set forth in Section 7.10(d)(1).

“Repulatory Approval Team Chairperson” shall have the meaning set forth in
Section 7.10(d)(i}).
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“Regulatory Approval Team Vice-Chair” shall have the meaning set forth in
Section 7.10(d)(i).

“Resources™ means PSEG Resources L.L.C., a New Jersey limited liability company.

“Sarbanes-Oxley Act” shall have the meaning set forth in Section 4.9(b).

“SEC” means the Securities and Exchange Commission.

“Section 16 Information” shall have the meaning set forth in Section 7.11.

“Securities Act” means the Securities Act of 1933, as amended, together with the rules
and regulations promulgated thereunder.

“Shareholders Meetings™ shall have the meaning set forth in Section 7.3(a).

“Shares” shall have the meaning set forth in the first recital provision of this Agreement.

“Significant Subsidiary” of any Person means a Subsidiary of such Person that would
constitute a “significant subsidiary” of such Person within the meaning of Rule 1.02(w) of
Regulation S-X as promulgated by the SEC.

“State Committees™ shall have the meaning set forth in Section 7.10(d)(ii).

“Subsidiary” or “subsidiarv” 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 at least a majority of its Board of Directors or other governing body (or, if there are no such

voting interests, greater than 50% of the equity interests of which) is owned directly or indirectly
by such first Person.

*“Substitute Option” shall have the meaning set forth in Section 7.2(a).
“Superior Proposal” shall have the meaning set forth in Section 6.2(a).
“Surviving Corporation” shall have the meaning set forth in Section 2.1.
“Takeover Proposal” shall have the meaning set forth in Section 6.2(a).

“Tax” and “Taxes™ means: (1) any federal, state, local or foreign net income, gross
income, gross receipts, windfall profit, severance, property, production, sales, use, license,
excise, franchise, employment, payroil, withholding, alternative or add-on minimum, ad
valorem, value-added, transfer, stamp, or environmental (including taxes under Section 59A of
the Code) tax, or any other tax, custom, duty, governmental fee or other like assessment or
charge of any kind whatsoever, together with any interest or penalty, addition to tax or additional
amount imposed by any governmental authority and (ii) any liability for the payment of amounts
with respect to payments of a type described in clause (i) as a resuit of being a member of an
affiliated, consolidated, combined or unitary group, or as a result of any obligation under any
Tax Sharing Arrangement or Tax indemnity arrangement.
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“Tax Return” means any return, report or similar statement required to be filed with
respect to any Tax (including any aftached schedules), including, without limitation, any
information return, claim for refund, amended return or declaration of estimated Tax.

“Tax Sharing Arrangement” means any written or unwritten arrangement for the
allocation or payment of Tax liabilities or payment for Tax benefits with respect to a
consolidated, combined or unitary Tax Return.

“Transition Chairperson” shall have the meaning set forth in Section 7.4(b).

“Transition Coordinators” shall have the meaning set forth in Section 7.4(b).

“Transition Team” shall have the meaning set forth in Section 7.4(b).

“Transfer Taxes” shall have the meaning set forth in Section 7.7.

“Unvested Restrictions” shall have the meaning set forth in Section 7.2(b).

ARTICLE 11
THE MERGER

Section 2.1 The Merger. Upon the terms and subject to the conditions hereof, and in
accordance with the New Jersey Business Corporation Act (the “NJBCA”™) and the Pennsylvania
Business Corporation Law of 1988, as amended (the “PBCL”) the Company shall be merged
with and into Parent at the Effective Time. Following the Effective Time, the separate corporate
existence of the Company shall cease and Parent shall continue as the surviving corporation (the
“Surviving Corporation™) and shall succeed to and assume all the rights and obligations of the
Company and Parent in accordance with the PBCL and the NJBCA.

Section 2.2 Closing. The closing of the Merger will take place at 10:00 a.m. on a date
mutually agreed to by Parent and the Company, which shall be no later than the second business
day after satisfaction or waiver of the conditions set forth in Article VIII (the “Closing Date™), at
the offices of Sidley Austin Brown & Wood LLP, Chicago, Iilinois 60603, unless another date,
time or place is agreed to in writing by the parties hereto.

Section 2.3 Effective Time. The Merger shall become effective when (a) a Certificate of
Merger (the “Certificate of Merger™), executed in accordance with the relevant provisions of the
NIBCA, is duly filed with the Department of Treasury of the State of New Jersey and (b)
Articles of Merger (the “Articles of Merger™), executed in accordance with the relevant
provisions of the PBCL, are duly filed with the Department of State of the Commonwealth of
Pennsylvania, or at such other time as Parent and the Company shall agree should be specified in
the Certificate of Merger and the Articles of Merger. When used in this Agreement, the term
“Effective Time” shall mean the later of (i) the date and time at which the Certificate of Merger
is duly filed with the Department of Treasury of the State of New Jersey and the Articles of
Merger are duly filed with the Department of State of the Commonwealth of Pennsylvania and
(ii) such later time as Parent and the Company shall agree and as shail be specified in the
Certificate of Merger and the Articles of Merger.
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Section 2.4 Effects of the Merger. The Merger shall have the effects set forth in this
Agreement and in the NJBCA and the PBCL.

Section 2.5 Aurticles of Incorporation and By-laws; Qfficers and Directors. (a) The
Amended and Restated Articles of Incorporation, as amended, of Parent, as in effect immediately
prior to the Effective Time shall be amended so that Article | reads in its entirety as follows:
“The name of the Corporation is Exelon Electric & Gas Corporation (the “Corporation™).” The
Amended and Restated Articles of Incorporation of Parent, as so amended, shall be the Articles
of Incorporation of the Surviving Corporation until thereafter changed or amended as provided
therein or by applicable law.

(b) The Amended and Restated By-laws, as amended, of Parent as in effect
immediately prior to the Effective Time, shall be amended as set forth on Exhibit A. The
Amended and Restated By-laws of Parent, as so amended, shall be the By-laws of the Surviving
Corporation until thereafter changed or amended as provided by the Certificate of Incorporation
of the Surviving Corporation or by applicable law.

(c) Subject to Section 7.14(a), the directors of Parent immediately prior to the
Effective Time shall be the directors of the Surviving Corporation, until the next annual meeting
of shareholders (or the earlier of their resignation or removal) and until their respective
successors are duly elected and qualified, as the case may be.

(d) At the Effective Time, the officers of Parent shall be the officers of the
Surviving Corporation with such substitutions, additions and deletions as shall be determined by
Parent’s Chief Executive Officer in consultation with the Company’s Chief Executive Officer
and approved by the Board of Directors of the Surviving Corporation, until the earlier of their
resignation or removal and until their respective successors are duly elected and qualified, as the
case may be.

ARTICLE III
EFFECT OF THE MERGER ON THE STOCK OF THE CONSTITUENT
CORPORATIONS; EXCHANGE OF CERTIFICATES

Section 3.1 Effect on Stock. As of the Effective Time, by virtue of the Merger and
without any action on the part of any of Parent, the Company or the holders of any securities of
the Constituent Corporations, the capital stock of the Constituent Corporations shall be treated as
set forth in this Articie ITl and in accordance with the terms of this Agreement.

Section 3.2 Conversion. (a) Capital Stock of Parent. Each issued and outstanding
Parent Share shall remain outstanding following the Effective Time as a share of the Surviving
Corporation.

(b) Treasury Stock and Parent Owned Stock. Each Share that is owned by the
Company or by any Subsidiary of the Company and each Share that is owned by Parent or any
Subsidiary of Parent shall automatically be cancelled and retired and shall cease to exist, and no
consideration shall be delivered in exchange therefor.
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(c) Conversion of Shares. Each Share issued and outstanding (other than Shares
to be cancelled in accordance with Section 3.2(b}) shall be converted into the right to receive
1.225 of duly authorized, validly issued, fully paid and non-assessable Parent Shares (the
“Exchange Ratio”). As of the Effective Time, all such Shares, when so converted, shall no
longer be outstanding and shall automatically be cancelled and retired, and each holder of a
certificate representing any such Shares shall cease to have any rights with respect thereto,
except the right to receive any dividends or distributions in accordance with Section 3.3(¢),
certificates representing the Parent Shares into which such Shares are converted and any cash,
without interest, in lieu of fractional shares to be issued or paid in consideration therefor upon
the surrender of such certificate in accordance with Section 3.3(d).

Section 3.3 Exchange of Certificates. (2) Promptly afier the Effective Time, the
Surviving Corporation shall deposit, or shall cause to be deposited, with a banking or other
financial institution selected by Parent and reasonably satisfactory to the Company (the
“Exchange Agent”), for the benefit of the holders of Shares, for exchange in accordance with this
Article IT1, certificates representing the Parent Shares to be issued in connection with the Merger
and, subject to Section 3.3(d), cash in lieu of fractional shares (such cash and certificates for
Parent Shares, together with any dividends or distributions with respect thereto (relating to
record dates for such dividends or distributions after the Effective Time), being hereinafter
referred to as the “Exchange Fund™) to be issued pursuant to Section 3.2 and paid pursuant to this
Section 3.3 in exchange for outstanding Shares.

(b) Exchange Procedure. Promptly after the Effective Time, the Surviving
Corporation shall cause the Exchange Agent to mail to each holder of record of a certificate or
certificates that immediately prior to the Effective Time represented Shares, other than Shares
referred to in Section 3.2(b) (the “Certificates™), (1) a letter of transmittal {(which shall specify
that delivery shall be effected, and risk of loss and title to the Certificates shall pass, only upon
delivery of the Certificates to the Exchange Agent and shall be in a form and have such other
provisions as Parent may specify) and (ii) instructions for use in effecting the surrender of the
Certificates in exchange for the consideration contemplated by Section 3.2 and this Section 3.3,
including cash in lieu of fractional shares, if applicable. Upon surrender of a Certificate for
canceliation to the Exchange Agent, together with such letter of transmittal, duly executed, and
such other documents as may reasonably be required by the Exchange Agent, the holder of such
Certificate shall be entitled to receive in exchange therefor (x) a certificate representing that
number of whole Parent Shares and (y) a check representing the amount of cash 1n lieu of
fractional shares, if any, and unpaid dividends and distributions with respect to the Parent Shares
as provided for in Section 3.3(c), if any, that such holder has the right to receive in respect of the
Certificate surrendered pursuant to the provisions of this Article I, after giving effect to any
required withholding Tax. No interest will be paid or accrued on the cash payable to holders of
Shares. In the event of a transfer of ownership of Shares that is not registered in the transfer
records of the Company, a certificate representing the proper number of Parent Shares, together
with a check for the cash to be paid pursuant to this Section 3.3, if applicable, may be issued to
such a transferee if such Certificate shall be properly endorsed or otherwise be in proper form for
transfer and the transferee shall pay any transfer or other Taxes required by reason of the
payment to a Person other than the registered holder of such Certificate or establish to the
satisfaction of the Surviving Corporation that such Tax has been paid or is not applicable. The
Surviving Corporation or the Exchange Agent shall be entitled to deduct and withhold from the
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consideration otherwise payable pursuant to this Agreement such amounts as the Surviving
Corporation or the Exchange Agent is required to deduct and withhold 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 so withheld by the Surviving Corporation or the Exchange
Agent, such withheld amounts shall be treated for all purposes of this Agreement as having been
paid to the Person in respect of which such deduction and withholding was made.

(c) Dividends. Notwithstanding any other provisions of this Agreement, no
dividends or other distributions declared with a record date on or after the Effective Time on
Parent Shares shall be paid with respect to any Shares represented by a Certificate until such
Certificate is surrendered for exchange as provided herein. Following surrender of any such
Certificate, there shall be paid to the holder of the certificates representing whole Parent Shares
issued in exchange therefor, without interest, (i) at the time of such surrender, the amount of
dividends or other distributions with a record date after the Effective Time theretofore payable
with respect to such whole Parent Shares and not paid, less the amount of any withholding Taxes
which may be required thereon, and (i1) at the appropriate payment date or as promptly as
practicable thereafter, the amount of dividends or other distributions with a record date after the
Effective Time but prior to such surrender and a payment date subsequent to such surrender
payable with respect to such whole Parent Shares, less the amount of any withholding Taxes
which may be required thereon. The Surviving Corporation will provide or cause to be provided
to the Exchange Agent the cash necessary to make the payments contemplated by this Section

3.3(c).

(d) No Fractional Securities. No fractional Parent Shares shali be issued pursuant
hereto. In lieu of the issuance of any fraction of a Parent Share, cash adjustments will be paid to
holders in respect of any fraction of a Parent Share that would otherwise be issuable, and the
amount of such cash adjustment shall be equal to the product obtained by multiplying such
shareholder’s fraction of a Parent Share that would otherwise be issuable by the closing price per
share of Parent Shares on the New York Stock Exchange Composite Transaction Tape on the
Closing Date as reported by The Wall Street Journal (or, if not reported thereby, any other
authoritative source).

(e) No Further Ownership Rights in Shares. All Parent Shares issued upon the
surrender for exchange of Certificates in accordance with the terms of this Article IIT (including
any cash paid pursuant to this Section 3.3) shall be deemed to have been issued in full
satisfaction of all rights pertaining to the Shares theretofore represented by such Certificates. At
the Effective Time, the stock transfer books of the Company shall be closed, and there shall be
no further registration of transfers on the stock transfer books of the Surviving Corporation of the
Shares that were outstanding immediately prior to the Effective Time. If, after the Effective
Time, Certificates are presented to the Surviving Corporation or the Exchange Agent for any
reason, they shall be cancelled and exchanged as provided in this Article ITI.

(f) Termination of Exchange Fund. Any portion of the Exchange Fund
(including the proceeds of any investments thereof and any Parent Shares) which remains
undistributed to the holders of Shares for 12 months after the Effective Time may be delivered to
the Surviving Corporation, upon demand, and any holders of Shares who have not theretofore
complied with this Article IIT and the instructions set forth in the letter of transmittal mailed to
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such holders after the Effective Time shall thereafter look only to the Surviving Corporation or
its agent (subject to abandoned property, escheat or other similar laws) for payment of their
Parent Shares, cash and unpaid dividends and distributions on Parent Shares deliverable in
respect of each Share such shareholder holds as determined pursuant to this Agreement, in each
case, without any interest thereon.

(g) No Liability. None of Parent, the Surviving Corporation, the Company or the
Exchange Agent shall be liable to any Person in respect of any amount properly delivered or
deliverable to a public official pursuant to any applicable abandoned property, escheat or other
similar law.

Section 3.4 Tax Consequences. It is intended by the parties hereto that the Merger shall
constitute a “reorganization’ within the meaning of Section 368(a) of the Code, and the parties
hereto adopt this Agreement as a “plan of reorganization” for such purposes.

Section 3.5 Adjustment of Exchange Ratio. In the event that Parent changes or
establishes a record date for changing the number of Parent Shares issued and outstanding as a
result of a stock split, stock dividend, recapitalization, subdivision, reclassification, combination
or similar transaction with respect to the outstanding Parent Shares and the record date therefor
shall be prior to the Effective Time, the Exchange Ratio applicable to the Merger and any other
calculations based on or relating to Parent Shares shall be appropriately, equitably and
proportionately adjusted in light of such stock spht, stock dividend, recapitalization, subdivision,
reclassification, combination or similar transaction.

Section 3.6 Lost Certificates. If any Certificate shall have been lost, stolen or destroyed,
upon the making of an affidavit of that fact by the Person claiming such Certificate to be lost,
stolen or destroyed and, if required by Parent or the Exchange Agent, the posting by such Person
of a bond, in such reasonable amount as Parent or the Exchange Agent may direct as indemnity
against any claim that may be made against them with respect to such Certificate, the Exchange
Agent will issue in exchange for such lost, stolen or destroyed Certificate the Parent Shares, any
cash in lieu of fractional shares of Parent Shares to which the holders thereof are entitled
pursuant to Section 3.3(d} and any dividends or other distributions to which the holders thereof
are entitled pursuant to Section 3.3(c).

Section 3.7 Further Assurances. If at any time after the Effective Time the Surviving
Corporation shall consider or be advised that any deeds, bills of sale, assignments or assurances
or any other acts or things are necessary, desirable or proper (a) to vest, perfect or confirm, of
record or otherwise, in the Surviving Corporation its right, title or interest in, to or under any of
the rights, privileges, powers, franchises, properties, permits, licenses or assets of either of the
Constituent Corporations, or (b) otherwise to carry out the purposes of this Agreement, the
Surviving Corporation and its proper officers and directors or their designees shall be authorized
to execute and deliver, in the name and on behalf of either of the Constituent Corporations, all
such deeds, bills of sale, assignments and assurances and to do, in the name and on behalf of
either Constituent Corporation, all such other acts and things as may be necessary, desirable or
proper to vest, perfect or confirm the Surviving Corporation’s right, title or interest in, to or
under any of the rights, privileges, powers, franchises, properties or assets of such Constituent
Corporation and otherwise to carry out the purposes of this Agreement.
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ARTICLE IV
REPRESENTATIONS AND WARRANTIES OF THE COMPANY

The Company represents and warrants to Parent, (i) other than in the case of Sections 4.1, 4.3(a),
4.4,4.20,4.21,4.22 and 4.23, except as set forth in the Company Letter (with specific reference
to the relevant sections of the representations and warranties in Article IV or disclosure in such a
way as to make its relevance to the information called for by such representation or warranty
readily apparent) or (ii} other than in the case of Sections 4.1, 4.2(a), 4.3, 4.4, 4.10, 4.20. 4.21,
4.22,4.23 and 4.26, except as disclosed in the Company Filed SEC Documents (it being
understood that any matter set forth in the Company Filed SEC Documents shall be deemed to
qualify any representation or warranty in Article [V only to the extent that the description of such
matter in the Company Filed SEC Documents is made in such a way as to make its relevance to
the information called for by such representation or warranty readily apparent), as follows:

Section 4.1 Organization. Each of the Company and each of its Subsidiaries is duly
organized, validly existing and in good standing under the laws of the jurisdiction of its
organization and has requisite power and authority to carry on its businesses as now being
conducted, except where the failure to be so organized, existing and in good standing or to have
such power and authority would not, individually or in the aggregate, reasonably be expected to
have a Material Adverse Effect on the Company. Each of the Company and each of its
Subsidiaries is duly qualified or licensed to do business and in good standing in each jurisdiction
in which the nature of its businesses or the ownership or leasing of its properties makes such
qualification or licensing necessary, except in such jurisdictions where the failure to be so duly
qualified or licensed and in good standing would not, individually or in the aggregate, reasonably
be expected to have a Material Adverse Effect on the Company. The Company has delivered to
Parent complete and correct copies of its Certificate of Incorporation and By-laws and has
delivered to Parent complete and correct copies of the charter and by-laws (or similar
organizational documents) of each of its Significant Subsidiaries.

Section 4.2 Subsidiaries. (a) Item 4.2(a) of the Company Letter lists each Significant
Subsidiary of the Company and its jurisdiction of organization and specifies each of the
Subsidiaries of the Company 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 “Federal Power Act™) or (iii) a “qualifying facility” within the meaning
of the Public Utility Regulatory Policies Act of 1978, as amended (“PURPA”™), or that owns such
a qualifying facility.

(b} All of the outstanding Capital Stock of each Subsidiary of the Company bas
been validly issued and is fully paid and nonassessable. All of the outstanding Capital Stock of
each Subsidiary of the Company is owned by the Company, by one or more Subsidiaries of the
Company or by the Company and one.or more Subsidiaries of the Company and is free and clear
of all Liens. Except for the Capital Stock of its Subsidiaries, the Company does not own,
directly or indirectly, any Capital Stock of any corporation, partnership, joint venture, limited
liability company or other entity. Neither the Company nor any of its Subsidiaries is a party to,
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or has any commitment to become a party to, any joint venture, off-balance sheet partnership or
any similar Contract (including without limitation any Contract relating to any transaction or
relationship between or among the Company and any of its Subsidiaries, on the one hand, and
any unconsolidated Affiliate, including without limitation any structured finance, special purpose
or limited purpose entity or Person, on the other hand, or any “off-balance sheet arrangement”
(as defined in Item 303(a) of Regulation S-K. of the SEC)). There are no outstanding bonds,
debentures, notes or other indebtedness of the Company or any of its Subsidiaries having the
right to vote (or convertible into, or exchangeable for, securities having the right to vote) on any
matter on which the shareholders or other equity holders of any Subsidiary may vote.

Section 4.3 Capital Structure. (a) The authorized capital stock of the Company consists
of 500,000,000 Shares and 50,000,000 shares of preferred stock, no par value per share
(“Company Preferred Stock™). At the close of business on December 15, 2004, (i} 237,789,891
Shares were issued and outstanding, all of which were validly issued, fuily paid and
nonassessable and, except as provided in the Certificate of Incorporation, as amended, of the
Company, free of preemptive rights, (ii) 26,029,740 Shares were held by the Company in its
treasury, (iii) 9,411,565 Shares were reserved for issuance pursuant to outstanding options to
purchase Company Common Stock (the “Company Stock Options™) granted under the
Company’s 2004 Long-Term Incentive Plan, the Company’s 2001 Long-Term Incentive Plan
and the Company’s 1989 Long-Term Incentive Plan (together, and each as amended, the
“Company Option Plans™), (iv) 88,850 Shares were reserved for issuance pursuant to outstanding
restricted stock units (“Company RSUs”) under the Company Stock Plans, (v) 88,850 Shares
were reserved for issuance pursuant to outstanding Company Performance Units and Company
Performance Shares under the Company Stock Plans, (vi) 10,410,735 Shares were reserved for
the grant of additional awards under the Company Stock Plans (exclusive of clauses (vii) through
(xii), (vii) 100,000 Shares were reserved for issuance pursuant to the Company’s Stock Plan for
Qutside Directors, (viii) 100,000 Shares were reserved for issuance pursuant to the Company’s
Compensation Plan for Outside Directors, {ix) 123,048 Shares were reserved for issuance
pursuant to the Company’s Thrift and Tax Deferred Savings Plan (the “Company Thrift Plan”),
(x) 349,313 Shares were reserved for issuance pursuant to the Company’s Employee Savings
Plan (the “Company Employee Savings Plan™), (xi) 1,044,195 Shares were reserved for issuance
pursuant to the Company’s Dividend Reinvestment and Stock Purchase Plan (“Company
DRIP™), (xii) 1,965,809 Shares were reserved for issuance pursuant to the Company’s Employee
Stock Purchase Plan (the “Company ESPP” and together with the Company Option Plans, the
Company Thrift Plan, the Company Employee Savings Plan, the Company DRIP, the
Company’s Compensation Plan for Outside Directors and the Company’s Stock Plan for Outside
Directors, the “Company Stock Plans™), (xii1) 14,200,000 Shares were reserved for issuance
pursuant to the purchase contracts forming a part of the 9,200,000 issued and outstanding
Company Equity Units and (xiv) 22,000 Shares were reserved for issuance pursuant to
outstanding Company Stock Phantom Shares. Between 11,400,000 and 14,200,000 Shares are
subject to purchase pursuant to the purchase contracts forming a part of Company Equity Units.
186,850 Shares of the outstanding Shares are restricted Shares still subject to forfeiture
(“Company Restricted Shares™). As of the close of business on the date of this Agreement,
except as set forth above, no Shares or shares of Company Preferred Stock were issued, reserved
for issuance or outstanding, no awards or grants have been made under the Company Stock Plans
and there are not any phantom stock or other contractual rights the value of which is determined
in whole or in part by the value of any capital stock of the Company (other than the Company
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Cash Phantom Shares and Company Cash Dividend Equivalents) (“Company Stock
Equivalents™). There are no outstanding stock appreciation rights with respect to the capital
stock of the Company. Each outstanding Share is, and each Share which may be issued pursuant
to the Company Stock Plans, the Company ESPP, the Company DRIP, the Company RSUs, the
Company Performance Units, the Company Performance Shares or purchase contracts forming
part of the Company Equity Units will be, when issued, duly authorized, validly issued, fully
paid and nonassessable and, except as set forth in the Certificate of Incorporation, as amended, of
the Company, not subject to preemptive rights. Other than the Company Common Stock and the
Company Preferred Stock, there are no other authorized classes of capital stock of the Company.
There are no outstanding 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 matter on which the Company’s shareholders may vote (“Company Voting Debt”). The
treatment of Company Stock Options and Company Stock-Based Awards contemplated by
Section 7.2 is permitted under the plans and agreements under which they were issued.

(b) As of the date of this Agreement, there are no securitics, options, warrants,
calls, rights, commitments, agreements, arrangements or undertakings of any kind to which the
Company or any of its Subsidiaries is a party or by which any of them is bound obligating the
Company or any of its Subsidiaries to issue, deliver or sell or create, or cause to be issued,
delivered or sold or created, additional Capital Stock, Company Stock Options, Company Voting
Debt or other securities or Company Stock Equivalents of Company or of any of its Subsidiaries
or obligating the Company or any of its Subsidiaries to issue, grant, extend or enter into any such
security, option, warrant, call, right, commitment, agreement, arrangement or undertaking. As of
the date of this Agreement, there are no outstanding contractual obligations of the Company or
any of its Subsidiaries to repurchase, redeem or otherwise acquire any Capital Stock of the
Company or any of its Subsidiaries. There are no outstanding agreements to which the
Company, its Subsidiaries or any of their respective officers or directors is a party concerning the
voting of any Capital Stock of the Company or any of its Subsidiaries.

Section 4.4 Authority. On or prior to the date of this Agreement, the Board of Directors
of the Company unanimously approved this Agreement, declared this Agreement and the Merger
advisable and fair to and in the best interest of the Company and its shareholders, resolved to
recommend the approval of this Agreement by the Company’s shareholders, directed that this
Agreement be submitted to the Company’s shareholders for approval and adoption (all in
accordance with the NJBCA) and approved the other agreements to be entered into by it as
contemplated hereby. The Company has all requisite corporate power and authority to execute
and deliver this Agreement and, subject to approval by the Company’s shareholders of this
Apgreement, to consummate the transactions contemplated hereby. The execution, delivery and
performance of this Agreement by the Company and the consummation by the Company of the
Merger and of the other transactions contemplated hereby have been duly authorized by all
necessary corporate action on the part of the Company, subject to approval by the Company’s
shareholders of this Agreement. This Agreement has been duly executed and delivered by the
Company and (assuming the valid authorization, execution and delivery of this Agreement by
Parent) constitutes the valid and binding obligation of the Company enforceable against the
Company in accordance with its terms, except that such enforceability (1) may be limited by
bankruptcy, insolvency, moratorium or other similar [aws affecting or relating to the enforcement
of creditors’ rights generally and (ii) is subject to general principles of equity.
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Section 4.5 Consents and Approvals: No Violations. (a) Except for filings, permits,
authorizations, consents and approvals contemplated by Section 4.5(b), neither the execution,
delivery or performance of this Agreement by the Company nor the consummation by the
Company of the transactions contemplated hereby will (i} conflict with or result in any breach of
any provision of the Certificate of Incorporation or By-laws of the Company or of the similar
organizational documents of any of its Subsidiaries or any Company Joint Venture, (ii) result in a
violation or breach of, or constitute (with or without due notice or lapse of time or both) a default
(or give rise to any right of termination, guaranteed payment, loss of rights, canceilation or
acceleration) under any of the terms, conditions or provisions of any Contract to which the
Company or any of its Subsidiaries or any Company Joint Venture is a party or by which any of
them or any of their properties or assets may be bound or any Company Permit, (1i1) violate any
order, writ, injunction, decree, statute, rule or regulation applicable to the Company, any of its
Subsidiaries or any Company Joint Venture or any of their properties or assets or (iv) result in
the creation of any Lien upon any of the properties or assets of the Company or any of its
Affiliates (including Parent and its Subsidiaries following the Merger), except in the case of
clause (1) (solely with respect to Company Joint Ventures) and clauses (ii) through (iv} for such
items that would not, individually or in the aggregate, reasonably be expected to have a Material
Adverse Effect on the Company.

{b) No filing or registration with, or authorization, consent or approval of, any
Governmental Entity (other than filings, registrations, authorizations, consents and approvals the
failure of which to make or obtain would not, individually or in the aggregate, reasonably be
expected to have a Material Adverse Effect on the Company or, after giving effect to the Merger,
on Parent) is required by or with respect to the Company or any of its Subsidiaries or any
Company Joint Venture in connection with the execution and delivery of this Agreement by the
Company or is necessary for the consummation by the Company of the Merger and the other
transactions contemplated by this Agreement, except (i} in connection, or in compliance, with the
provisions of the HSR Act, (ii) the filing of the Certificate of Merger with the Secretary of State
of the State of New Jersey, the filing of the Articles of Merger with the Secretary of State of the
Commonwealth of Pennsylvania and appropriate documents with the relevant authorities of other
states in which the Company or any of its Subsidiaries is qualified to do business, (iii) as may be
required by state takeover laws and foreign or supranational laws relating to antitrust and
competition clearances disclosed on Item 4.5(b) of the Company Letter, (iv) such filings as may
be required in connection with the Taxes described in Section 7.7, (v) as may be required under
the Securities Act or the Exchange Act and (vi) such other filings, registrations, authorizations,
consents and approvals as set forth on Item 4.5(b) of the Company Letter (coliectively, whether
or not legally required to be made or obtained, the “Company Required Statutory Approvals”).
For purposes of this Agreement, references to “obtained” with respect to Parent Required
Statutory Approvals and Company Required Statutory Approvals shall include the making of ali
filings and registrations and the giving of all applicable notices.

Section 4.6 SEC Documents and Other Reports. (a) Each of the Company and its
Subsidiaries has timely filed with or furnished to the SEC all documents required to be filed or
furnished by it since December 31, 2001 under the Securities Act or the Exchange Act (as such
documents have been amended or supplemented prior to the date hereof, the “Company SEC
Documents™). As of their respective filing or furnishing dates, the Company SEC Documents
complied in all material respects with the requirements of the Securities Act or the Exchange
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Act, as the case may be, each as in effect on the date so filed or furnished, and at the time filed
with the SEC, none of the Company SEC Documents so filed contained any untrue statement of
a materia) fact or omitted to state a material fact required to be stated therein or necessary to
make the statemenis 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 complied as of their respective dates in all material respects with the then
applicable accounting requirements and the published rules and regulations of the SEC with
respect thereto, were prepared in accordance with generally accepted accounting principles
(except in the case of the unaudited statements, as permitted by Form 10-Q under the Exchange
Act) applied on a consistent basis during the periods involved (except as may be indicated
therein or in the notes thereto) and fairly present in all material respects the consolidated
financial position of the Company and its consolidated Subsidiaries as at the dates thereof and
the consolidated results of their operations and their consolidated cash flows for the periods then
ended (subject, in the case of unaudited statements, to normal year-end audit adjustments and to
any other adjustments described therein).

(b) The financial statements of each of the deconsolidated Subsidiaries of the
Company, if any, for each of the last three fiscal years fairly present in all material respects the
financial position of such deconsolidated Subsidiary of the Company as at the dates thereof and
the results of their operations and their cash flows for the periods then ended (subject, in the case
of unaudited statements, to normal year-end audit adjustments and to any other adjustments
described therein).

(c) Each of the Company and its Subsidiaries has filed with the SEC, FERC, the
NRC, or the appropriate state public utilities commission, as the case may be, all material
documents required to be filed by it under PUHCA, the Federal Power Act, the Atomic Energy
Act, the Natural Gas Act, the Natural Gas Policy Act and applicable state public utility laws and
regulations. All such documents complied, as of the date so filed or, if amended, as of the date
of the last amendment prior to the date hereof, in all material respects with all applicable
requirements of the applicable statute and rules and regulations thereunder.

Section 4.7 Absence of Material Adverse Change. Since December 31, 2003 and
through the date hereof the Company and its Subsidiaries have conducted their respective
businesses in all material respects only in the ordinary course, and there has not been (i) any
Material Adverse Change with respect to the Company, (ii) any declaration, setting aside or
payment of any dividend or other distributions with respect to its or any of its Subsidiaries’
Capital Stock (other than (a) regular quarterly cash dividends paid by the Company on Company
Common Stock not in excess of $0.55 per share per quarter with usual record and payment dates
and consistent with the Company’s past dividend policy, (b) dividends and distributions by a
direct or indirect Subsidiary of the Company to its parent or another Subsidiary of the Company,
and (c) regular cash dividends and distributions paid by the Subsidiaries of the Company on their
preferred stock in accordance with their respective terms), (iii) any split, combination or
reclassification of any of its or any of its Subsidiaries’ 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 its or any of its Subsidiaries’ Capital Stock, (iv) any change in accounting methods,
principies or practices by the Company or any of its Subsidiaries, (v) any Tax Return relating to
Company Material Taxes prepared or filed materiaily inconsistent with past practice, or with
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respect to any such Tax Refurn any position taken, election made or method adopted that is
materially inconsistent with positions taken, elections made or methods used in preparing or
filing similar Tax Retumns, (vi) any settlement entered into involving any material claim for
Company Material Taxes, (vii) any material damage, destruction or other casualty loss with
respect to any material asset or property owned, leased or otherwise used by the Company or any
of its Subsidiaries, whether or not covered by insurance or (viii) any increase in the
compensation payable or that could become payable by the Company or any of its Subsidiaries
to officers or key employees or any amendment of any of the Benefit Plans of the Company or
any of its Subsidiaries other than increases or amendments in the ordinary course.

Section 4.8 Information Supplied. None of the information supplied or to be supplied by
the Company specifically for inclusion or incorporation by reference in Parent’s registration
statement on Form S-4 (together with any amendments or supplements thereto, the “Registration
Staternent”), pursuant to which Parent Shares issuable in the Merger will be registered, or the
joint proxy statement/prospectus (together with any amendments or suppléments thereto, the
“Proxy Statement”) relating to the Shareholders Meetings, will, in the case of the Registration
Statement, at the time it becomes effective, and, in the case of the Proxy Statement, at the time it
is first mailed to the shareholders of the Company or Parent and at the time of the Shareholders
Meetings, 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 Proxy Statement will comply as
to form in all material respects with the requirements of the Exchange Act, except that no
representation or warranty is made by the Company with respect to statements made or
incorporated by reference in the Proxy Statement based on information supplied by Parent or any
of its representatives specifically for inclusion or incorporation by reference therein.

Section 4.9 Compliance with Laws; Permits. (a) The businesses of the Company and its
Subsidiaries are not being and have not been conducted in violation of any law, ordinance or
regulation of any Governmental Entity, except for violations that would not, individually or in
the aggregate, reasonably be expected to have a Material Adverse Effect on the Company. The
Company and each of its Subsidiaries is in possession of all franchises, grants, authorizations,
licenses, permits, easements, variances, rights-of-way, exceptions, consents, certificates,
approvals and orders of any Governmental Entity necessary for the Company and its Subsidiaries
to own, lease and operate its properties or to carry on its business as it is now being conducted
(the “Company Permits”), except where the failure to have any of the Company Permits would
not, individually or in the aggregate, reasonably be expected to have a Material Adverse Effect
on the Company, and, as of the date of this Agreement, no suspension or cancellation of any of
the Company Permits is pending or, to the Knowledge of the Company, threatened, except where
the suspension or cancellation of any of the Company Permits would not, individually or in the
aggregate, reasonably be expected to have a Material Adverse Effect on the Company.

(b) The Company and each of its Subsidiaries is in compliance in all material
respects with (i) the applicable provisions of the Sarbanes-Oxley Act of 2002 and the retated
rules and regulations promulgated thereunder or under the Exchange Act (the “Sarbanes-Oxley
Act”) and (ii) the applicable listing and corporate governance rules and regulations of the NYSE.,
Except as permitted by the Exchange Act, including Sections 13(k)(2) and (3), since the
enactment of the Sarbanes-Oxley Act, neither the Company nor any of its Affiliates has made,
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arranged or modified (in any material way) personal loans to any executive officer or director of
the Company or any of its Subsidiaries,

{¢) Each of the principal executive officer of the Company and of each Company
Reporting Subsidiary and the principal financial officer of the Company and of each Company
Reporting Subsidiary (or each former principal executive officer of the Company and of each
Company Reporting Subsidiary and each former principal financial officer of the Company and
of each Company Reporting Subsidiary, as applicabie) has made all certifications required by
Rule 13a-14 or 15d~14 under the Exchange Act or Sections 302 and 906 of the Sarbanes-Oxley
Act and the rules and regulations of the SEC promulgated thereunder with respect to Company
SEC Documents. For purposes of the preceding sentence, “principal executive officer” and
“principal financial officer” shall have the meanings given to such terms in the Sarbanes-Oxley
Act. The Company has delivered 10 Parent a summary of any disclosure made by management
to the Company’s auditors and audit commitiee since January 1, 2002 referred to in such
certifications.

(d) The Company and cach Company Reporting Subsidiary has (i) designed
disclosure controls and procedures to ensure that material information relating to it and its
consolidated Subsidiaries, is made known to its management by others within those entities and
(1) to the extent required by applicable laws, disclosed, based on its most recent evaluation, to its
auditors and the audit committee of its Board of Directors (A) any significant deficiencies and
material weaknesses in the design or operation of internal controls over financial reporting which
are reasonably likely to adversely affect its ability to record, process, summarize and report
financial information and (B) to the Knowledge of the Company, any fraud, whether or not
material, that involves management or other employees who have a significant role in its internal
control over financial reporting.

(e) The Company has prepared a plan for the Company and each Company
Reporting Subsidiary to comply with the requirements of Section 404 of the Sarbanes-Oxley Act
on the date by which they must comply with such requirements. None of the Company or any
Company Reporting Subsidiary is aware of any reason the Company or any Company Reporting
Subsidiary will not comply with the requirements of Section 404 of the Sarbanes-Oxley Act on
the applicable compliance date.

(f) Through the date hereof the Company has delivered to Parent copies. of any
written notifications it has received since December 31, 2001 of a (i) “reportable condition™ or
(ii) “material weakness™ in the Company's internal controls. For purposes of this Agreement, the
terms “reportable condition” and “material weakness” shall have the meanings assigned to them
in the Statements of Auditing Standards No. 60, as in effect on the date hereof.

Section 4.10 Tax Matters, (a) (i) Each of the Company, each Subsidiary of the
Company and each Company Group has timely filed all Tax Returns relating to Company
Material Taxes required to be filed, except where the failure to timely file would not,
individually or in the aggregate, reasonably be expected to have a Material Adverse Effect on the
Company, (ii) all such Tax Returns are complete and accurate and disclose all Company Material
Taxes required to be paid by the Company, each Subsidiary of the Company and each Company
Group for the periods covered thereby, except where the failure to be complete or accurate or fo
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disclose all Company Material Taxes would not, individually or in the aggregate, reasonably be
expected to have a Material Adverse Effect on the Company, (iii) none of the Company, any
Subsidiary of the Company or any Company Group is currently the beneficiary of any extension
of time within which to file any Tax Return relating to Company Material Taxes, (iv) all
Company Material Taxes (whether or not shown on any Tax Return) owed by the Company, any
Subsidiary of the Company or any Company Group have been timely paid, except where the
failure to timely pay would not, individually or in the aggregate, reasonably be expected to have
a Material Adverse Effect on the Company, (v) neither the Company nor any Subsidiary of the
Company has waived in writing or been requested in writing to waive any statute of limitations
in respect of Company Material Taxes which waiver is currently in effect, (vi) the Tax Returns
referred to in clause (i) (without regard to any Material Adverse Effect qualifier) have been
examined by the appropriate taxing authority or the period for assessment of the Company
Material Taxes in respect of which each such Tax Return was required to be filed (taking into
account all applicable extensions and waivers) has expired, (vii) there is no action, suit, inquiry,
investigation, audit, claim or assessment pending or, to the Knowledge of the Company,
proposed in writing or threatened in writing with respect to Company Material Taxes or other
material Taxes of the Company, any Subsidiary of the Company or any Company Group, (viii)
all deficiencies asserted or assessments made as a result of any examination of any Tax Returns
relating to Company Material Taxes required to be filed by the Company, any Subsidiary of the
Company or any Company Group have been paid in full, (ix) there are no Liens for Company
Material Taxes upon the assets of the Company or any Subsidiary of the Company except Liens
relating 1o current Taxes not yet due or except to the extent such Liens would not, individually or
in the aggregate, reasonably be expected to have a Material Adverse Effect on the Company,

(x) all Taxes which the Company or any Subsidiary of the Company are required by law to
withhold or to collect for payment have been duly withheld and collected and have been either
paid or accrued, reserved against and entered on the books of the Company, except where the
failure to do any of the foregoing would not, individually or in the aggregate, reasonably be
expected to have a Material Adverse Effect on the Company, (xi) to the Knowledge of the
Company, neither the Company nor any Subsidiary of the Company has any material liability for
Taxes of another Person under Treasury Regulation § 1.1502-6 (or any similar provision of state,
local or foreign law), (xii) to the extent the Company, any Subsidiary of the Company or any
Affiliate thereof has participated in a transaction that is described as a “reportable transaction”
within the meaning of Treasury Regulation § 1.6011-4(b)(1), such participation has been
adequately disclosed to the IRS on IRS Form 8886 (Reportable Transaction Disclosure
Statement) (or predecessor Form) or on a written attachment to such Form or predecessor Form,
(xiii) the accruals for Taxes reflected in the consolidated financial statements of the Company
represent the Company’s best estimate of the amounts required to be so reflected as of the dates
hereof and (xiv) during the last three years, none of the Company or any Subsidiary of the
Company has been a party to any transaction (other than a transaction described in Section
355(e)(2)(C) of the Code) treated by the parties thereto as one to which Section 355 of the Code
(or any similar provision of state, local or foreign law) applied. For purposes of the
representations and warranties contained in this Section 4.10(a), references to the Company or
any Subsidiary of the Company shall include, except where the context requires otherwise, any
predecessor thereof.

(b} The Company has delivered to Parent a correct and complete summary (i) by
year, of all items of income, gain, loss, deduction and credit of the Company (or any

-27-
CH1 3099155vE



predecessor) or any Subsidiary of the Company (or any predecessor) that has been or is expected
to be generated by any Listed Transaction, (ii) of any material income or gain of the Company
(or any predecessor) or any Subsidiary of the Company (or any predecessor) deferred pursuant to
Treasury Regulation §§ 1.1502-13 or -14, or any similar or predecessor Treasury Regulation,
whether proposed, temporary or final and (iii) of any excess loss account (as described in
Treasury Regulation §§ 1.1502-19 and 1.1502-32) that exists with respect to the stock of any
Subsidiary of the Company.

(c) No transaction contemplated by this Agreement is subject to withholding
under Section 1445 of the Code and no stock transfer Taxes, sales Taxes, use Taxes, real estate
transfer or gains Taxes, or other similar Taxes will be imposed on the transactions contemplated
by this Agreement, except such Taxes so imposed that would not, individually or in the
aggregate, reasonably be expected to have a Material Adverse Effect on the Company.

(d) Neither the Company nor any of its Affiliates has taken or agreed to take any
action that, to the Knowledge of the Company, will (or will be reasonably likely io) prevent the
Merger from qualifying as a “‘reorganization” within the meaning of Section 368(a) of the Code.
To the Knowledge of the Company, the representations set forth in the Company Tax Certificate,
if made on the date hereof (assuming the Merger were consummated on the date hereof and
based on reasonable estimates in the case of certain information not available on the date hereof),
would be true and correct in all material respects.

Section 4.11 Litigation. There is no suit, action, proceeding or investigation pending or,
to the Knowledge of the Company threatened against the Company or any of its Affiliates that
would, individually or in the aggregate, reasonably be expected to have a Material Adverse
Effect on the Company. Neither the Company nor any of its Affiliates is subject to any
outstanding judgment, order, writ, injunction or decree that would, individually or in the
aggregate, reasonably be expected to have a Material Adverse Effect on the Company.

Section 4.12 Benefit Plans. (a) Item 4.12(a) of the Company Letter sets forth a true and
complete list of each Benefit Plan (including each ERISA Benefit Plap) maintained by the
Company and its Subsidiaries. Except as required by law, neither the Company nor any of its
Subsidiaries bas adopted or amended in any material respect any Benefit Plan since the date of
the most recent audited financial statements included in the Company Filed SEC Documents. As
of the date of this Agreement, none of the Company, its Subsidiaries or any trade or business
which is treated as a single employer (“ERISA Affiliate™) with the Company under Section
414(b), (c), (m) or (o) of the Code contributes to any ERISA Benefit Plan that is a
“multiemployer plan” (as defined in Section 3(37) of ERISA) or maintains any ERISA Benefit
Plan that is subject to Title IV of ERISA or Section 412 of the Code. As of the date of this
Agreement there exists no material Contract, commitment, understanding, plan, policy or
arrangement of any kind, whether written or oral, with or for the benefit of any current or former
officer, director, employee or consultant, including each employment, compensation, deferred
compensation, severance, supplemental pension, life insurance, termination or consulting
Contract or arrangement and any Contracts or arrangements associated with a change in control
between the Company or any of its Subsidiaries and any current or former employee, officer,
director or consultant of the Company or any of its Subsidiaries (“Compensation
Commitments”). As of the date of this Agreement, neither the Company nor any of its
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Subsidiaries maintains or contributes to any Benefit Plans or employs any employees outside of
the United States.

(b} With respect to each Benefit Plan listed on [tem 4.12(a) of the Company
Letter, correct and complete copies, where applicable, of the following documents have been
made available io Parent: (i) all Benefit Plan documents and amendments, trust agreements and
insurance and annuity contracts and policies, (ii) the most recent IRS determination letter or
opinion letter if the Benefit Plan is intended to satisfy the requirements for Tax favored treatment
pursuant to Sections 401-417 of the Code, (iii) the Annual Reports (Form 5500 Series) and
accompanying schedules, as filed, for the three most recently completed plan years, (iv) any
discrimination or coverage tests performed during the last two pian years and (v) the current
summary plan description. True and complete copies of all written Compensation Commitments
and of all related insurance and annuity policies and contracts and other documents with respect
to cach Compensation Commitment have been made available to Parent. Item 4.12(b) of the
Company Letter contains a true and complete description of all material oral Compensation
Commitments.

(c) Each Benefit Plan listed on Item 4.12(a) of the Company Letter which is
intended to be a Qualified Plan has received a favorable determination letter from the IRS that
such plan is so qualified under the Code (or an application for such letter has been or will be
submitted to the IRS within the applicable remedial amendment period) or has been established
pursuant to a prototype plan that has received a favorable opinion letter from the IRS, and no
circumstance exists which, might cause such plan to cease being so qualified except for any
circumstiance that would not, individually or in the aggregate, reasonably be expected to have a
Material Adverse Effect on the Company. Each Benefit Plan listed on Item 4.12(a) of the
Company Letter complies and has been maintained in all respects with its terms and all
requirements of law and regulations applicable thereto, and there has been no notice issued by
any Governmental Entity questioning or challenging such compliance, except for any
circumstance that would not, individually or in the aggregate, reasonably be expected to have a
Material Adverse Effect on the Company. Neither the Company nor any of its Subsidiaries has
taken any action within the 12-month period ending on the date hereof to take corrective action
or make a filing under any voluntary correction program of the IRS, Department of Labor or any
other Governmental Entity with respect to any Benefit Plan or Compensation Commitment, and
neither the Company nor any of its Subsidiaries has any Knowledge of any plan defect which
would qualify for correction under any such program, except for any action, filing or plan defect
that would not, individually or in the aggregate, reasonably be expected to have a Material
Adverse Effect on the Company. There is no dispute, arbitration, grievance, action, suit or claim
(other than routine claims for benefits) pending or, to the Knowledge of the Company, threatened
involving such Benefit Plans or the assets of such plans that would, individually or in the
aggregate, reasonably be expected to have a Material Adverse Effect on the Company. Neither
the Company nor any of its Subsidiaries has any obligation under any welfare plans or otherwise
to provide health or death benefits to or in respect of former employees of the Company or any
of its Subsidiaries, except as specifically required by the continuation requirements of Part 6 of
Title I of ERISA or applicable state law. No plan or arrangement disclosed on Item 4.12(c) of
the Company Letter that provides health or death benefits to or in respect of former employees of
the Company or any of its Subsidiaries contains provisions that by their terms prohibit the
Company or its Subsidiaries from amending or terminating such plan or arrangement at any time
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without the consent of any other Person and without incurring liability thereunder other than in
respect of claims incurred prior to such amendment or termination. Neither the Company nor
any of its Subsidiaries has, directly or indirectly, any liability (i) on account of any violation of
the health care requirements of Part 6 of Title I of ERISA or Section 4980B of the Code, (ii)
under Section 502(i) or Section 502(1) of ERISA or Section 4875 of the Code, (iii) under Section
302 of ERISA or Section 412 of the Code or (iv) under Title IV of ERISA that would,
individually or in the aggregate, reasonably be expected to have a Material Adverse Effect on the
Company.

(d) The Company and its Subsidiaries have not, within the 12-month period
ending on the date hereof, incurred and do not expect to incur any material withdrawal liability
with respect to a “multiemployer plan” (within the meaning of Section 3(3) of ERISA) (a
“Multiemployer Plan™) (regardless of whether based on contributions of an ERISA Affiliate of
the Company). No notice of a “reportable event,” within the meaning of Section 4043 of ERISA
for which the 30-day reporting requirement has not been waived or extended, other than pursuant
to Pension Benefit Guaranty Corporation (“PBGC”) Reg. Section 4043.66, has been required to
be filed for any pension plan or by any ERISA Affiliate of the Company within the 12-month
period ending on the date hereof or will be required to be filed in connection with the
transactions contemplated by this Agreement.

(e) All contributions or premiums required to be paid under the terms of any
Benefit Plan maintained by the Company or any of its Subsidiaries, collective bargaining
agreement or by any applicable laws as of the date hereof have been timely made or have been
reflected on the most recent consolidated balance sheet filed or incorporated by reference in the
Company Filed SEC Documents. No Benefit Plan maintained by the Company or any of its
Subsidiaries that is subject to Section 412 of the Code or Section 302 of ERISA has an
“accumulated funding deficiency” (whether or not waived) within the meaning of Section 412 of
the Code or Section 302 of ERISA and neither the Company nor any of its Subsidiaries has an
outstanding funding waiver. Neither the Company nor any of its Subsidiaries has provided, or is
required to provide, security to any Benefit Plan pursuant to Section 401(a)(29) of the Code.

(f) Under each Benefit Plan maintained by the Company or any of its
Subsidiaries which is a single-employer plan (as defined in Section 4001(a)(15) of ERISA), as of
the last day of the most recent plan year ended prior to the date hereof, the actuarially determined
present value of all “benefit liabilities,” within the meaning of Section 4001(a)(16) of ERISA (as
determined on the basis of the actuarial assumptions contained in the Benefit Plan’s most recent
actuarial valuation), did not exceed the then current value of the assets of such Benefit Plan by
more than $400 million as of the date hereof, and there has been no material adverse change in
the financial condition of such Benefit Plan since the last day of the most recent plan year.

(g) None of the execution and delivery of this Agreement, approval of this
Agreement, or consummation of the transactions contemplated by this Agreement will: (i) entitle
any employees of the Company or its Subsidiaries to severance pay or any increase in severance
pay upon termination of employment, (ii) accelerate the time of payment or vesting or trigger
any payment of compensation or benefits under, increase the amount payable or trigger any other
material obligation pursuant to, any of the Benefit Plans or Compensation Commitments, (iii)
result in any breach or violation of, or a default under, any of the Benefit Plans or Compensation
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Commitments, (iv) limit or restrict the right of the Company or, after the consummation of the
transactions contemplated hereby, Parent or any of its Subsidiaries to merge, amend or terminate
any of the Benefit Plans maintained by the Company or any of its Subsidiaries or Compensation
Commitments, (v) cause the Company or any of its Subsidiaries or, after the consummation of
the transactions contemplated hereby, Parent or any of its Subsidiaries to record additional
compensation expense on its income statement with respect to any outstanding stock option or
other equity-based award or (vi) result in payments under any of the Benefit Plans or
Compensation Commitments that are not deductible pursuant to Section 162(m) or Section 280G
of the Code.

(h) All Benefit Plans and Compensation Commitments covering current or
former employees employed by the Company and its Subsidiaries outside the United States, or
their dependents or beneficiaries (“Company Non-US Compensation and Benefit Plans™), are
and have been registered, qualified, invested and administered in all material respects in
accordance with applicable local law and the terms of such Company Non-US Compensation
and Benefit Plans. The Company and its Subsidiaries have complied with all material
obligations under such Company Non-US Compensation and Benefit Plans and there is no
proceeding, action, complaint, investigation or claim in respect of any Company Nen-US
Compensation and Benefit Plan initiated by any Governmental Entity or any other Person (other
than routine inquiries and claims for benefits that would not, individually or in the aggregate
reasonably be ¢xpected to have a Material Adverse Effect on the Company). Each Company
Non-US Compensation and Benefit Plan which is a funded plan is fully funded as of the last
actuarial valuation date on both a going concern and a solvency basis pursuant to the actuarial
assumptions and methodology utilized in the most recent actuarial valuation therefor as filed
with the applicable regulatory authorities, except as would not, individually or in the aggregate,
reasonably be expected to have a Material Adverse Effect on the Company. Noune of the
Company Non-US Compensation and Benefit Plans (other than pension plans) provide benefits
1o retired employees or to the beneficiaries or dependents of retired employees, except as would
not, individually or in the aggregate, reasonably be expected to have a Material Adverse Effect
on the Company.

(1} As adirect or indirect result of the transactions contemplated by this
Agreement, no payment or other benefit, and no acceleration of the vesting of any options,
payments or other benefits, will be (or under Section 280G of the Code and the Treasury
Regulations thereunder will be presumed to be) a “parachute payment” to a “disqualified
individual™ as those terms are defined in Section 280G of the Code and the Treasury Regulations
thereunder, without regard to whether such payment or acceleration is reasonable compensation
for personal services performed or to be performed in the future.

Section 4.13 Labor Matters. (a) Each of the Company and its Subsidiaries has complied
with all applicable requirements of law which relate to prices, wages, hours, discrimination in
employment and collective bargaining and to the operation of its business and is not liable for
any arrears of wages or any withholding Taxes or penalties for failure to comply with any of the
foregoing, except as would not, individually or in the aggregate, reasonably be expected to have
a Material Adverse Effect on the Company. Neither the Company nor any of its Subsidiaries is a
party to any collective bargaining agreement or labor Contract, and to the Knowledge of the
Company, there are currently no union organizing activities related to the Company or any of its
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Subsidiaries. Neither the Company nor any of its Subsidiaries has engaged in any unfair labor
practice with respect to any Persons employed by or otherwise performing services primarily for
the Company or any of its Subsidiaries (the “Company Business Personnel™), and neither the
Company nor any of its Subsidiaries has recejved written notice of any unfair labor practice
charge or complaint against the Company or any of its Subsidiaries by the National Labor
Relations Board or any comparable state agency pending or threatened in writing with respect to
Company Business Personnel, except, in each case, as would not, individually or in the
aggregate, reasonably be expected to have a Material Adverse Effect on the Company.

(b) There is (i) no labor strike, dispute, stowdown or stoppage pending or, to the
Knowledge of the Company, threatened against or affecting the Company or any of its
Subsidiaries that could interfere with the respective business activities of the Company or any of
its Subsidiaries, except as would not, individually or in the aggregate, reasonably be expected to
have a Material Adverse Effect on the Company and (ii) no pending or, to the Knowledge of the
Company, threatened employee or governmental claim or investigation regarding employment
matters, including any charges to the Equal Employment Opportunity Commission or state
employment practice agency or investigations regarding Fair Labor Standards Act or similar
state law or other wage and hour compliance, or audits by the Office of Federal Contractor
Compliance Programs, except as would not, individually or in the aggregate, reasonably be
expected to have a Matenial Adverse Effect on the Company.

Section 4.14 Environmental Matters. Except for matters that would not, individually or
in the aggregate, reasonably be expected to have a Material Adverse Effect on the Company: (i)
the Company and its Subsidiaries have complied at all times with all applicable Environmental
Laws and all Company Permits issued pursuant to Environmental Laws, (ii) to the Knowledge of
the Company, no property currently owned or operated by the Company or any of its
Subsidiaries (including soils, groundwater, surface water, buildings or other structures) contains
or is contaminated with any Hazardous Substance of a type or quantity which would reasonably
be expected to require remediation pursuant to any Environmental Law, (iii) to the Knowledge of
the Company, no property formerly owned or operated by the Company or any of its Subsidiaries
contained or was contaminated with any Hazardous Substance during or prior to such period of
ownership or operation of a type or quantity which would reasonably be expected to require
remediation pursuant to any Environmental Law, (iv) none of the Company or any of its
Subsidiaries is liable for any Hazardous Substance release, disposal or contamination on any
third party property, (v) neither the Company nor any of its Subsidiaries has received any notice,
demand, letter, claim or request for information alleging that the Company or any of its
Subsidiaries is or may be in violation of or subject to liability under any Environmental Law
(including claims of exposure, personal injury or property damage), (vi) neither the Company
nor any of its Subsidiaries is party to any proceeding, or subject to any order, decree, injunction,
indemnity or other agreement with any Governmental Entity or any third party resolving or
relating to violations of or liability under any Environmental Law or liability with respect to
Hazardous Substances and (vii) there are no other circumstances or conditions involving the
Company or any of its Subsidiaries, or their respective properties or operations, including, to the
Knowledge of the Company, any pending Environmental Law, that would reasonably be
expected to result in any claim, liability, investigation, increased costs to comply or restriction on
the operation, ownership, use, or transfer of any property or operation pursuant to any
Environmental Law.
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Section 4.15 Regulation as a Utility. Public Service Electric and Gas Company is
regulated as a public utility by the State of New Jersey and by no other state. Except as set forth
above, neither the Company nor any “subsidiary company” or “affiliate” of the Company is
subject 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. The Company is a public utility holding
company as defined by PUHCA, but currently claims exemption from registration under
PUHCA pursuant to Rule 2 of the SEC issued under PUHCA.

Section 4.16 Operations of Nuclear Power Plants. (a2) The operations of the nuclear
generation stations currently owned, in whole or part, by the Company or any of its Affiliates
(collectively, the “Company Nuclear Facilities”) are and have been conducted in compliance
with all applicable laws and the Company Permits, except for such failures to comply that would
not, individually or in the aggregate, reasonably be expected to have a Material Adverse Effect
on the Company. Each of the Company Nuclear Facilities maintains, and is in compliance with,
(1) emergency plans designed to respond to an unplanned release of a Hazardous Substance
therefrom of radioactive materials and (ii) plans for the storage and disposal of spent nuclear
fuel, and each such plan enumerated in clauses (1) and (1i) conforms with the requirements of
applicable law.

(b) The Company has funded to the extent required consistent with NRC
regulations the decommissioning costs of each Company Nuclear Facility.

(¢} Neither the Company nor any of its Subsidiaries has been given written notice
of or been charged with actual or potential violation of, or, to the Knowledge of the Company, is
the subject of any ongoing proceeding, inquiry, special inspection, diagnostic evaluation or other
NRC action of which the Company or any of its Subsidiaries has received notice under the
Atomic Energy Act or the terms and conditions of any license granted to the Company or any of
its Subsidiaries regarding the Company Nuclear Facilities that would, individually or in the
aggregate, reasonably be expected to have a Material Adverse Effect on the Company.

(d) The Company makes no representation under Section 4.16(a) or (¢) with
respect to any Company Nuclear Facility for any periods during which such Company Nuclear
Facility was operated by Parent or a Subsidiary of Parent (including any periods during which
Parent or any of its Subsidiaries operated such Company Nuclear Facility under the OSC).

Section 4.17 Regulatory Proceedings. Other than fuel adjustment or purchase gas
adjustment or similar adjusting rate mechanisms, none of the Company nor any of its
Subsidiaries 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 with respect to rates charged by the
Company or any of its Subsidiaries other than in the ordinary course consistent with past
practice, (b) has rates in any amounts 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 or (c) is a party to any Contract with any Governmental Entity entered into
other than in the ordinary course consistent with past practice imposing conditions on rates or
services in effect as of the date hereof or which, to the Knowledge of the Company, are as of the
date hereof scheduled to go into effect at a later time, except in case of clauses (a) through (c)
that would not, individually or in the aggregate, reasonably be expected to have a Material
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Adverse Effect on the Company. No representation or warranty with respect to the Company
Permits is made by this Section 4.17.

Section 4.18 Trading. The Company has established risk parameters, limits and
guidelines in compliance with the risk management policy approved by the Company’s Board of
Directors (the “Company Trading Guidelines™) to restrict the level of risk that the Company and
its Subsidiaries are authorized to take with respect to, among other things, the net position
resulting from all Company Trading (the “Net Company Position™) and monitors compliance by
the Company and its Subsidiaries with such Company Trading Guidelines. The Company has
provided a copy of the Company Trading Guidelines to Parent prior to the date of this
Agreement. As of the date of this Agreement, (i) the Net Company Position is within the risk
parameters that are set forth in the Company Trading Guidelines and (ii} the exposure of the
Company and its Subsidiaries with respect to the Net Company Position resulting from all such
transactions is not material to the Company and its Subsidiaries taken as a whole. From
December 31, 2003 to the date of this Agreement, the Company and its Subsidiaries have not, in
accordance with generally recognized mark to market accounting policies, experienced an
aggregate net loss 1n its Company Trading and related operations that would be material to the
Company and its Subsidiaries taken as a whole.

Section 4.19 Intellectual Property. The Company and its Subsidiaries own or have a
valid right to use all patents, trademarks, trade names, service marks, domain names, copyrights,
and any applications and registrations therefor, technology, trade secrets, know-how, computer
software and tangible and intangible proprietary information and materials (collectively,
“Intellectual Property Rights™) used in connection with the business of the Company and its
Subsidiaries. Neither the Company nor any of its Subsidiaries has infringed, misappropriated or
violated in any material respect any Intellectual Property Rights of any third party except where
such infringement, misappropriation or violation would not, individually or in the aggregate,
reasonably be expected to have a Material Adverse Effect on the Company. No third party
infringes, misappropriates or violates any Intellectual Property Rights owned or exclusively
licensed by or to the Company or any of its Subsidiaries, except where such infringement,
misappropriation or violation would not, individually or in the aggregate, reasonably be expected
to have a Material Adverse Effect on the Company.

Section 4.20 Required Vote of the Company Shareholders. The affirmative vote of the
holders of 2 majority of the shares of Company Common Stock voting at the Company
Shareholders Meeting (provided that at least a majority of the shares of Company Common
Stock are represented in person or by proxy at such meeting) approving this Agreement is the
only vote of the holders of any class or series of the Company’s or any of its Subsidiaries’
Capital Stock necessary to approve this Agreement and the transactions contemplated by this
Agreement.

Section 4.21 State Takeover Statutes. Assuming Parent does not beneficially own 10%
or more of the Shares on the date hereof, the action of the Board of Directors of the Company in
approving the Merger, this Agreement and the transactions contemplated by this Agreement is
sufficient to render inapplicable to Parent, the Merger and this Agreement the provisions of
Section 14A:10-A4 and Section 14A:10-A5 of the NJBCA, the Corporation Takeover Bid
Disclosure Law and Article 9 of the Certificate of Incorporation of the Company. Assuming
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Parent does not beneficially own 10% or more of the Shares on the date hereof, no New Jersey

*“fair price,” “moratorium,” “control share acquisition” or other similar anti-takeover stanute or

regulation or any anti-takeover provision in the Company’s Certificate of Incorporation or By-

laws is, or at the Effective Time will be, applicable to the Company, Company Common Stock,
Parent, the Merger or the other transactions contemplated by this Agreement.

b I ¥

Section 4.22 Brokers. No broker, investment banker, financial advisor or other Person,
other than Morgan Stanley and Co. Incorporated (“Morgan Stanley™), the fees and expenses of
which will be paid by the Company (and are reflected in an agreement between Morgan Stanley
and the Company), complete copies of which have been furnished to Parent), is entitled to any
broker’s, finder’s, financial advisor’s or other similar fee or commission in connection with the
transactions contemplated by this Agreement based upon arrangements made by or on behalf of
the Company.

Section 4.23 Opinion of Financial Advisor. The Company has received the opinion of
Morgan Stanley to the effect that, as of the date hereof, the Exchange Ratio is fair to the holders
of Company Common Stock from a financial point of view.

Section 4.24 Title to Properties. The Company or its applicable Subsidiary has good and
sufficient title in and to each material parcel of real property owned by the Company or any of its
Subsidiaries, subject to no Liens that would, individually or in the aggregate, reasonably be
expected to have a Material Adverse Effect on the Company or materially impair the Company’s
or its Subsidiary’s rights to or ability to use any such property.

Section 4.25 Material Contracts. As of the date hereof, neither the Company nor any of
its Subsidiaries nor, with respect to clauses (b) and (¢) any Company Joint Venture, is a party to
or bound by any Contract that (a) is a “material contract” (as such term is defined in Item
601(b)(10) of Regulation S-K promulgated by the SEC) as to the Company or any Company
Reporting Subsidiary, (b) would, after giving effect to the Merger, limit or restrict the. Surviving
Corporation or any of its Subsidiaries or any successor thereto, from engaging or competing in
any line of business or in any geographic area or that contains restrictions on pricing (including
most favored nation provisions) or exclusivity or non-solicitation provisions with respect to
customers, (c) limits or otherwise restricts the ability of the Company, any of its Subsidiaries or
any Company Joint Venture to pay dividends or make distributions to its shareholders,

(d) provides for the operation or management of any operating assets of the Company or any of
its Subsidiaries by any Person other than the Company and its Subsidiaries or (e) is a material
guarantee or contains a material guarantee by the Company, any of its Subsidiaries or any
Company Joint Venture of any indebtedness or other obligations of any Person. Notwithstanding
the foregoing, the representations made in the first sentence of this Section 4.25 shall not be
deemed to be not true and correct solely as a result of Jtems 4.25(c) and () of the Company
Letter not including a list of Contracts evidencing Company Indebtedness which Contracts were
made available to Parent prior to the date hereof. Each Contract of the type described in this
Section 4.25, whether or not set forth on Item 4.25 of the Company Letter and whether or not
entered into on or prior to the date hereof, is referred to herein as a “Company Material
Contract.” Each Company Material Contract is a valid and binding obligation of the Company
or its Subsidiary party thereto enforceable against the Company or its Subsidiary party thereto in
accordance with its terms and, to the Company’s Knowledge, each other party thereto, and is in
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full force and effect, and each of the Company and each of its Subsidiaries and each Company
Joint Venture which is a party thereto has performed in all material respects all obligations
required to be performed by it to the date hereof under each Company Material Contract and, to
the Company’s Knowledge, each other party to each Company Material Contract has performed
in all material respects all obligations required to be performed by it under such Company
Material Contract, except, in each case, as would not, individually or in the aggregate,
reasonably be expected to have a Material Adverse Effect on the Company. None of the
Company, any of its Subsidiaries or any Company Joint Venture has Knowledge of, or has
received notice of, any violation of or default under (or any condition which with the passage of
time or the giving of notice would cause such a violation of or default under) any Company
Material Contract 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 would not, individually or in the aggregate, reasonably be
expected to have a Material Adverse Effect on the Company or, after giving effect to the Merger,
on Parent.

Section 4.26 Holdings. (a) None of Holdings, any of its Subsidiaries or any Company
Joint Venture in which Holdings or any of its Subsidiaries has an equity interest (a “Holdings
Joint Venture™) is a party to any Contract whereunder a failure to satisfy a condition thereunder,
a failure to meet a requirement thereof, a breach thereof or a default thereunder would,
individually or in the aggregate, reasonably be expected to (i) result in a breach or default under
any Company Indebtedness or any Company Material Contract (in each case, other than
Company Indebtedness under which Holdings or any of its Subsidiaries is the sole obligor or
guarantor or any Company Material Contract to which Holdings, any of its Subsidiaries or any
Holdings Joint Venture is a party and none of the Company or any of its other Subsidiaries is a
party or guarantor), (ii) require the Company or any of its Subsidiaries or, after giving effect to
the Merger, the Surviving Corporation or any of its Subsidiaries (in each case, other than
Holdings and its Subsidiaries) to pay cash or provide materials or services or make any capital
contributions to Holdings, any of its Subsidiaries, any Holdings Joint Venture or any third Person
or (iii) otherwise be recourse to the Company or any of its Subsidiaries or, after giving effect to
the Merger, and other than solely as a result of provisions in Contracts to which prior to the
Merger Parent or any of its Subsidiaries is a party, the Surviving Corporation or any of its
Subsidiaries (in each case, other than Holdings and its Subsidiaries).

(b) None of Holdings, any of its Subsidiaries or any Holdings Joint Venture is
subject to any law, rule, regulation or order whereunder a failure to satisfy a condition
thereunder, a failure to meet a requirement thereof, or a violation thereof would, individually or
in the aggregate, reasonably be expected to (i) result in a breach or default under any Company
Indebtedness or any Company Material Contract (in each case, other than Company
Indebtedness under which Holdings or any of its Subsidiaries is the sole obligor or guarantor or
any Company Material Contract to which Holdings, any of its Subsidiaries or any Holdings Joint
Venture is a party and none of the Company or any of its other Subsidiaries is a party or
guarantor), (11) require the Company or any of its Subsidiaries or, after giving effect to the
Merger, and other than solely as a result of provisions in Contracts to which prior to the Merger
Parent or any of its Subsidiaries is a party, the Surviving Corporation or any of its Subsidiaries
(in each case, other than Holdings and its Subsidiaries) to pay cash or provide materials or
services or make any capital contributions to Holdings, any of its Subsidiaries, any Holdings
Joint Venture or any third Person or (iii) otherwise grant Holdings, any of its Subsidiaries, any
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Holdings Joint Venture or any third Person recourse to the Company or any of its Subsidiaries
or, after giving effect to the Merger and, other than solely as a result of provisions in Contracts to
which prior to the Merger, Parent or any of its Subsidiaries is a party, the Surviving Corporation
or any of its Subsidiaries (in each case, other than Holdings and its Subsidiaries).

ARTICLE V
REPRESENTATIONS AND WARRANTIES OF PARENT

Parent represents and warrants to the Company, (i) other than in the case of Sections 5.1, 5.3(a),
5.4,5.21,5.22, 5.23 and 5.24, except as set forth in the Parent Letter (with specific reference to
the relevant sections of the representations and warranties in Article V or disclosure in such a
way as to make its relevance to the information called for by such representation or warranty
readily apparent) or (ii) other than in the case of Sections 5.1, 5.2(a), 5.3, 5.4, 5.11, 5.21,5.22,
5.23 and 5.24, except as disclosed in the Parent Filed SEC Documents (it being understood that
any matter set forth in the Parent Filed SEC Documents shall be deemed to qualify any
representation or warranty in Article V only to the extent that the description of such matter in
the Parent Filed SEC Documents is made in such a way as to make its relevance to the
information calied for by such representation or warranty readily apparent), as follows:

Section 5.1 Organization. Each of Parent and each of its Subsidiaries is duly organized,
validly existing and in good standing under the laws of the jurisdiction of its organization and
has requisite power and authority to carry on its businesses as now being conducted, except
where the failure to be so organized, existing and in good standing or to have such power and
authority would not, individually or in the aggregate, reasonably be expected to have a Material
Adverse Effect on Parent. Each of Parent and each of its Subsidiaries is duly qualified or
licensed to do business and in good standing in each jurisdiction in which the nature of its
businesses or the ownership or leasing of its properties makes such qualification or licensing
necessary, except in such jurisdictions where the failure to be so duly qualified or licensed and in
good standing would not, individually or in the aggregate, reasonably be expected to have a
Material Adverse Effect on Parent. Parent has delivered to the Company complete and correct
copies of its Amended and Restated Articles of Incorporation and Amended and Restated By-
laws and has delivered to the Company complete and correct copies of the charter and by-laws
(or similar organizational documents) of each of its Significant Subsidiaries.

Section 5.2 Subsidiaries. (a) Item 5.2(a) of the Parent Letter lists each Significant
Subsidiary of Parent and its jurisdiction of organization and specifies each of the Subsidiaries of
Parent 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 PUHCA, respectively, (ii) a “public utility” within the meaning of Section 201(e) of the
Federal Power Act or (iit) a “qualifying facility” within the meaning of PURPA, or that owns
such a qualifying facility.

(b) All of the outstanding Capital Stock of each Subsidiary of Parent has been
validly issued and is fully paid and nonassessable. All of the outstanding Capital Stock of each
Subsidiary of Parent is owned by Parent, by one or more Subsidiaries of Parent or by Parent and
one or more Subsidiaries of Parent and is free and clear of all Liens. Except for the Capital
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Stock of its Subsidiaries, Parent does not own, directly or indirectly, any Capital Stock of any
corporation, partnership, joint venture, limited liability company or other entity. Neither Parent
nor any of its Subsidiaries is a party to, or has any commitment to become a party to, any joint
venture, off-balance sheet partnership or any similar Contract (including without linitation any
Contract relating to any transaction or relationship between or among Parent and any of its
Subsidiaries, on the one hand, and any unconsolidated Affiiiate, including without limitation any
structured finance, special purpose or limited purpose entity or Person, on the other hand, or any
“off-balance sheet arrangement” (as defined in Item 303(a) of Regulation S-K of the SEC)).
There are no outstanding bonds, debentures, notes or other indebtedness of Parent or any of its
Subsidiaries having the right to vote (or convertible into, or exchangeable for, securities having
the right to vote) on any matter on which the shareholders or other equity holders of any
Subsidiary may vote.

Section 5.3 Capital Structure. (a) The authorized capital stock of Parent consists of
1,200,000,000 Parent Shares and 100,000,000 shares of Preferred Stock, no par value per share
(*Parent Preferred Stock™). At the close of business on December 17, 2004, (i) 666,526,558
Parent Shares were issued and outstanding, all of which were validly issued, fully paid and
nonassessable and free of preemptive rights, (ii} 2,499,865 Parent Shares were held by Parent in
its treasury, (iii) 25,278,095 Parent Shares were reserved for issuance pursuant to outstanding
options to purchase Parent Shares (the “Parent Stock Options™) granted under Parent’s Long-
Term Incentive Plan, Parent’s Amended and Restated Long-Term Incentive Plan, as amended,
and Parent’s 1998 Stock Option Plan (together with Parent’s Directors’ Stock Unit Plan the
“Parent Stock Incentive Plans™), (iv) 14,610,750 Parent Shares were reserved for the grant of
additional awards under the Parent Stock Incentive Plans, (v} 7,000,000 Parent Shares were
reserved for issuance pursuant to the Parent Dividend Reinvestment and Stock Purchase Plan
(“Parent DRIP™), (vi) 1,127,000 Parent Shares were reserved for issuance pursuant to
outstanding performance shares (*‘Parent Performance Shares™), (vii) 216,000 Parent Shares were
reserved for issuance pursuant to outstanding units (“Directors’ Units”) under Parent’s Directors’
Stock Unit Plan, (viii) 4,548,254 Parent Shares were reserved for issuance under Parent’s
Employee Stock Purchase Plan (the “Parent ESPP™), (ix) 562,000 Parent Shares were reserved
for issuance pursuant to outstanding Parent Restricted Shares and (x) 1,343,000 Parent Shares
were reserved for issuance pursuant to outstanding Parent Deferred Shares. As of the close of
business on the date of this Agreement, except as set forth above, no Parent Shares or shares of
Parent Preferred Stock were issued, reserved for issuance or outstanding, no awards or grants
have been made under the Parent Stock Incentive Plans and there are not any phantom stock or
other contractual rights the value of which is determined in whole or in part by the value of any
capital stock of Parent (other than the Parent Phantom Shares and Parent Dividend Equivalents)
(“Parent Stock Equivalents™). There are no outstanding stock appreciation rights with respect to
the capital stock of Parent. Each outstanding Parent Share is, and each Parent Share which may
be issued pursuant to Parent Stock Incentive Plans, the Parent DRIP, the Parent Performance
Shares or the Parent ESPP will be, when issued, duly authorized, validly issued, fully paid and
nonassessable and not subject to preemptive rights. Other than the Parent Shares and the Parent
Preferred Stock, there are no other authorized classes of capital stock of Parent. There are no
outstanding 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 matter on which
Parent’s shareholders may vote (“Parent Voting Debt™).
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(b) As of the date of this Agreement, there are no securities, options, warrants,
calls, rights, commitments, agreements, arrangements or undertakings of any kind to which
Parent or any of its Subsidiaries is a party or by which any of them is bound obligating Parent or
any of its Subsidiaries to issue, deliver or sell or create, or cause to be issued, delivered or sold or
created, additional Capital Stock, Parent Stock Options, Parent Voting Debt or other securities or
Parent Stock Equivalents or of any of its Subsidiaries or obligating Parent or any of its
Subsidiaries to issue, grant, extend or enter into any such security, option, warrant, call, right,
commitment, agreement, arrangement or undertaking. As of the date of this Agreement, there
are no outstanding contractual obligations of Parent or any of its Subsidiaries to repurchase,
redeem or otherwise acquire any Capital Stock of Parent or any of its Subsidiaries. There are no
outstanding agreements to which Parent, its Subsidiaries or any of their respective officers or
directors is a party concerning the voting of any Capital Stock of Parent or any of its
Subsidiaries.

Section 5.4 Authority. On or prior to the date of this Agreement, the Board of Directors
of Parent unanimously approved this Agreement and the Parent Share [ssuance, resolved to
recommend the Parent Share Issuance to its shareholders for approval and directed that the
Parent Share Issuance be submitted to its shareholders for approval. Parent has all requisite
corporate power and authority to execute and deliver this Agreement and, subject to approval by
Parent’s shareholders of the issuance of Parent Shares in the Merger, to consummate the
transactions contemplated hereby. The execution, delivery and performance of this Agreement
by Parent and the consummation by Parent of the Merger and of the other transactions
contemplated hereby have been duly authorized by all necessary corporate action on the part of
Parent, subject to approval by Parent’s shareholders of the issuance of Parent Shares in the
Merger. This Agreement has been duly executed and delivered by Parent and (assuming the
valid authorization, execution and delivery of this Agreement by the Company) constitutes the
valid and binding obligation of Parent enforceable against it in accordance with its terms, except
that such enforceability (i) may be limited by bankruptcy, insolvency, moratorium or other
similar laws affecting or relating to the enforcement of creditors’ rights generalily and (ii) is
subject to general principles of equity.

Section 5.5 Consents and Approvals; No Violations. (a) Except for filings, permits,
authorizations, consents and approvals contemplated by Section 5.5(b), neither the execution,
delivery or performance of this Agreement by Parent nor the consummation by Parent of the
transactions contemplated hereby will (i} conflict with or result in any breach of any provision of
the Amended and Restated Articles of Incorporation, as amended, or Amended and Restated By-
laws of Parent or of the similar organizational documents of any of Parent’s Subsidiaries or any
Parent Joint Venture, (ii) result in a violation or breach of, or constitute (with or without due
notice or lapse of time or both) a default (or give rise to any right of termination, guaranteed
payment, loss of rights, cancellation or acceleration) under any of the terms, conditions or
provisions of any Contract to which Parent, any of its Subsidiaries or any Parent Joint Venture is
a party or by which any of them or any of their properties or assets may be bound or any Parent
Permit, (iii) violate any order, writ, injunction, decree, statute, rule or regulation applicable to
Parent, any of its Subsidiaries, any Parent Joint Venture or any of their properties or assets or (iv)
result in the creation of any Lien upon any of the properties or assets of Parent or any of its
Subsidiaries except in the case of clause (i) (solely with respect to the Parent Joint Ventures) and
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clauses (ii) through (iv) for such items that would not, individually or in the aggregate,
reasonably be expected to have a Material Adverse Effect on Parent.

(b) No filing or registration with, or authorization, consent or approval of, any
Governmental Entity (other than filings, registrations, authorizations, consents and approvals the
failure of which to make or obtain would not, individually or in the aggregate, reasonably be
expected to have a Material Adverse Effect on Parent) is required by or with respect to Parent or
any of its Subsidiaries or any Parent Joint Venture in connection with the execution and delivery
of this Agreement by Parent or is necessary for the consummation by Parent of the Merger and
the other transactions contemplated by this Agreement, except (i) in connection, or in
compliance, with the provisions of the HSR Act, (ii) the filing of the Certificate of Merger with
the Secretary of State of the State of New Jersey, the filing of the Articles of Merger with the
Secretary of State of the Commonwealth of Pennsylvania and appropriate documents with the
relevant authorities of other states in which Parent or any of its Subsidiaries is qualified to do
business, (iii) as may be required by state takeover laws and foreign or supranational laws
relating to antitrust and competition clearances disclosed on ltem 5.5(b) of the Parent Letter, (iv)
such filings as may be required in connection with the Taxes described in Section 7.7, (v) as may
be required under the Securities Act or the Exchange Act and (vi) such other filings,
registrations, authorizations, consents and approvals as set forth on Item 5.5(b} of the Parent
Letter (collectively, whether or not legally required to be made or obtained, the “Parent Required

Statutory Approvals™).

Section 5.6 SEC Documents and Other Reports. (a) Each of Parent and its Subsidiaries
has timely filed with or furnished to the SEC all documents required to be filed or furnished by it
since December 31, 2001 under the Securities Act or the Exchange Act (as such documents have
been amended or supplemented prior to the date hereof, the “Parent SEC Documents™). As of
their respective filing or furnishing dates, the Parent SEC Documents complied in all material
respects with the requirements of the Securities Act or the Exchange Act, as the case may be,
each as in effect on the date so filed or furnished, and at the time filed with the SEC, none of the
Parent SEC Documents so filed contained any untrue statement of a material fact or omitted to
state a material fact required to be stated therein or necessary 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 complied as of their
respective dates in all material respects with the then applicable accounting requirements and the
published rules and regulations of the SEC with respect thereto, were prepared in accordance
with generally accepted accounting principles (except in the case of the unaudited statements, as
permitted by Form 10-Q under the Exchange Act) applied on a consistent basis during the
periods involved (except as may be indicated therein or in the notes thereto) and fairly present in
all material respects the consolidated financial position of Parent and its consolidated
Subsidiaries as at the dates thereof and the consolidated results of their operations and their
consolidated cash flows for the periods then ended (subject, in the case of unaudited statements,
to normal year-end audit adjustments and to any other adjustments described therein).

(b) The financial statements of each of the deconsolidated Subsidiaries of Parent,
if any, for each of the last three fiscal years fairly present in all material respects the financial
position of such deconsolidated Subsidiary of Parent as at the dates thereof and the results of
their operations and their cash flows for the periods then ended (subject, in the case of unaudited
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statements, to normal year-end audit adjustments and to any other adjustments described
therein).

{c) Each of Parent and its Subsidiaries has filed with the SEC, FERC, the NRC,
or the appropriate state public utilities commission, as the case may be, all material documents
required to be filed by it under PUHCA, the Federal Power Act, the Atomic Energy Act, the
Natural Gas Act, the Natural Gas Policy Act and applicable state public utility laws and
regulations. All such documents complied, as of the date so filed or, if amended, as of the date
of the last amendment prior to the date hereof, in all material respects with all applicable
requirements of the applicable statute and rules and regulations thereunder.

Section 5.7 Absence of Material Adverse Change. Since December 31, 2003 and
through the date hereof, Parent and its Subsidiaries have conducted their respective businesses in
all material respects only in the ordinary course and there has not been (i) any Material Adverse
Change with respect to Parent, (ii) any declaration, setting aside or payment of any dividend or
other distributions with respect to its or any of its Subsidiaries’ Capital Stock (other than (a)
reguiar quarterly cash dividends paid by Parent on the Parent Shares not in excess of $0.40 per
share per quarter with usual record and payment dates and consistent with Parent’s past dividend
policy, (b) dividends and distributions by a direct or indirect Subsidiary of Parent to its parent or
another Subsidiary of Parent and (c) regular cash dividends and distributions paid by the
Subsidiaries of Parent on their preferred stock in accordance with their respective terms), (iii)
any split, combination or reclassification of any of its or any of its Subsidiaries’ 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 its or any of its Subsidiaries” Capital Stock, (iv) any change in
accounting methods, principles or practices by Parent or any of its Subsidiaries, (v) any Tax
Return relating to Parent Material Taxes prepared or filed materially inconsistent with past
practice, or with respect to any such Tax Return any position taken, election made or method
adopted that is materiaily inconsistent with positions taken, elections made or methods used in
preparing or filing similar Tax Returns, (vi) any settlement entered into involving any material
claim for Parent Material Taxes, (vii) any material damage, destruction or other casualty loss
with respect to any material asset or property owned, leased or otherwise used by Parent or any
of its Subsidiaries, whether or not covered by insurance or (viii) any increase in the
compensation payable or that could become payable by Parent or any of its Subsidiaries to
officers or key employees or any amendment of any of the Benefit Plans of Parent or any of its
Subsidiaries other than increases or amendments in the ordinary course.

Section 5.8 Information Supplied. None of the information supplied or to be supplied by
Parent specifically for inclusion or incorporation by reference in the Registration Statement or
the Proxy Statement relating to the Shareholders Meetings, will, in the case of the Registration
Statement, at the time it becomes effective, and, in the case of the Proxy Statement, at the time it
is first mailed to the shareholders of the Company or Parent and at the time of the Shareholders
Meetings, 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 Registration Statement will
comply as to form in all material respects with the requirements of the Securities Act and the
Proxy Statement will comply as to form in all material respects with the requirements of the
Exchange Act, except that no representation or warranty is made by Parent with respect to

41-

CHI1 3099155v8



statements made or incorporated by reference in the Registration Statement or the Proxy
Statement based on information supplied by the Company or any of its representatives
specifically for inclusion or incorporation by reference therein.

Section 5.9 Compliance with Laws: Permits. (a) The businesses of Parent and its
Subsidiaries are not being and have not been conducted in violation of any law, ordinance or
regulation of any Governmental Entity, except for violations that would not, individually or in
the aggregate, reasonably be expected 10 have a Material Adverse Effect on Parent. Parent and
each of its Subsidiaries is in possession of all franchises, grants, authorizations, licenses, permits,
easements, variances, rights-of-way, exceptions, consents, certificates, approvals and orders of
any Governmental Entity necessary for Parent and its Subsidiaries to own, lease and operate its
properties or to carry on its business as it is now being conducted (the “Parent Permits™), except
where the failure to have any of the Parent Permits would not, individually or in the aggregate,
reasonably be expected to have a Material Adverse Effect on Parent, and, as of the date of this
Agreement, no suspension or cancellation of any of the Parent Permits is pending or, to the
Knowledge of Parent, threatened, except where the suspension or cancellation of any of the
Parent Permits would not, individually or in the aggregate, reasonably be expected to have a
Material Adverse Effect on Parent.

(b) Parent and each of its Subsidiaries is in compliance in all material respects
with (i) the applicable provisions of the Sarbanes-Oxley Act and (ii) the applicable listing and
corporate governance rules and regulations of NYSE. Except as permitted by the Exchange Act,
including Sections 13(k)(2) and (3), since the enactment of the Sarbanes-Oxley Act, neither
Parent nor any of its Affiliates has made, arranged or modified (in any material way) personal
loans to any executive officer or director of Parent or any of its Subsidiaries.

(c) Each of the principal executive officer of Parent and of each Parent Reporting
Subsidiary and the principal financial officer of Parent and of each Parent Reporting Subsidiary
(or each former principal executive officer of Parent and of each Parent Reporting Subsidiary
and each former principal financial officer of Parent and of each Parent Reporting Subsidiary, as
applicable) has made all certifications required by Rule 13a-14 or 15d-14 under the Exchange
Act or Sections 302 and 906 of the Sarbanes-Oxley Act and the rules and regulations of the SEC
promulgated thereunder with respect to the Parent SEC Documents. For purposes of the
preceding sentence, “principal executive officer” and “principal financial officer” shall have the
meanings given to such terms in the Sarbanes-Oxley Act. Parent has delivered to the Company a
summary of any disclosure made by management to Parent’s auditors and audit committee since
January 1, 2002 referred to in such certifications.

(d) Parent and each Parent Reporting Subsidiary has (i) designed disclosure
controls and procedures to ensure that material information relating to it and its consolidated
Subsidiaries, 1s made known to its management by others within those entities and (ii) to the
extent required by applicable laws, disclosed, based on its most recent evaluation, to its auditors
and the audit committee of its Board of Directors (A) any significant deficiencies and material
weaknesses in the design or operation of internal controls over financial reporting which are
reasonably likely to adversely affect its ability to record, process, surmmarize and report financial
information and (B) to the Knowledge of Parent, any fraud, whether or not material, that
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involves management or other employees who have a significant role in iis internal control over
financial reporting.

(e) Parent has prepared a plan for Parent and each Parent Reporting Subsidiary to
comply with the requirements of Section 404 of the Sarbanes-Oxley Act on the date by which
they must comply with such requirements. None of Parent or any Parent Reporting Subsidiary is
aware of any reason Parent or any Parent Reporting Subsidiary will not comply with the
requirements of Section 404 of the Sarbanes-Oxley Act on the applicable compliance daie.

(f) Through the date hereof, Parent has delivered to the Company copies of any
written notifications it has received since December 31, 2001 of a (i) “reportable condition” or
(i) “material weakness” in Parent’s internal controls.

Section 5.10 Parent Shares. All of the Parent Shares issuable in exchange for Shares in
the Merger in accordance with this Agreement have been duly authorized and will be, when so
issued, vahdly issued, fully paid and non-assessabie and free of preemptive rights. The issuance
of such Parent Shares will be registered under the Securities Act and registered or exempt from
registration under applicable state securities laws.

Section 5.11 Tax Matters. (a) (i) Each of Parent, each Subsidiary of Parent and each
Parent Group has timely filed all Tax Returns relating to Parent Material Taxes required to be
filed, except where the failure to timely file would not, individually or in the aggregate,
reasonably be expected to have a Material Adverse Effect on Parent, (i1) all such Tax Returns are
complete and accurate and disclose all Parent Material Taxes required to be paid by Parent, each
Subsidiary of Parent and each Parent Group for the periods covered thereby, except where the
failure to be complete or accurate or to disclose all Parent Material Taxes would not, individually
or in the aggregate, reasonably be expected to have a Material Adverse Effect on Parent, (iit)
none of Parent, any Subsidiary of Parent or any Parent Group is currently the beneficiary of any
extension of time within which to file any Tax Return relating to Parent Material Taxes, (iv) all
Parent Material Taxes (whether or not shown on any Tax Return) owed by Parent, any
Subsidiary of Parent or any Parent Group have been timely paid, except where the failure to
timely pay would not, individually or in the aggregate, reasonably be expected to have a Material
Adverse Effect on Parent, (v) neither Parent nor any Subsidiary of Parent has waived in writing
or been requested in writing to waive any statute of limitations in respect of Parent Material
Taxes which waiver is currently in effect, (vi) the Tax Returns referred to in clause (i) (without
regard to any Material Adverse Effect qualifier) have been examined by the appropriate taxing
authority or the period for assessment of the Parent Material Taxes in respect of which each such
Tax Return was required to be filed (taking into account all applicable extensions and waivers)
has expired, (vii) there is no action, suit, inquiry, investigation, audit, claim or assessment
pending or, to the Knowledge of Parent, proposed in writing or threatened in writing with respect
to Parent Material Taxes or other material Taxes of Parent, any Subsidiary of Parent or any
Parent Group, (viii) all deficiencies asserted or assessments made as a result of any examination
of any Tax Returns relating to Parent Material Taxes required to be filed by Parent, any
Subsidiary of Parent or any Parent Group have been paid in full, (ix) there are no Liens for
Parent Material Taxes upon the assets of Parent or any Subsidiary of Parent except Liens relating
to current Taxes not yet due or except to the extent such Liens would not, individually or in the
aggregate, reasonably be expected to have a Material Adverse Effect on Parent, (x) all Taxes
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which Parent or any Subsidiary of Parent are required by law to withhold or to collect for
payment have been duly withheld and collected and have been either paid or accrued, reserved
against and entered on the books of Parent, except where the failure to do any of the foregoing
would not, individually or in the aggregate, reasonably be expected to have a Material Adverse
Effect on Parent, (xi) to the Knowledge of Parent, neither Parent nor any Subsidiary of Parent
has any material liability for Taxes of another Person under Treasury Regulation § 1.1502-6 (or
any similar provision of state, local or foreign law), (xii) to the extent Parent, any Subsidiary of
Parent or any Affiliate thereof has participated in a transaction that is described as a “reportable
transaction” within the meaning of Treasury Regulation § 1.6011-4(b)(1), such participation has
been adequately disclosed to the IRS on IRS Form 8886 (Reportable Transaction Disclosure
Statement) (or predecessor Form) or on a written attachment to such Form or predecessor Form
and (xiii) the accruals for Taxes reflected in the consolidated financial statements of Parent
represent Parent’s best estimate of the amounts required to be so reflected as of the dates hereof.
For purposes of the representations and warranties contained in this Section 5.11(a), references
to Parent or any Subsidiary of Parent shall include, except where the context requires otherwise,
any predecessor thereof.

{(b) Parent has delivered to the Company a correct and complete summary (i) by
year, of all items of income, gain, loss, deduction and credit of Parent (or any predecessor) or
any Subsidiary of Parent (or any predecessor) that has been or is expected to be generated by any
Listed Transaction and (ii) of any material income or gain of Parent {or any predecessor) or any
Subsidiary of Parent (or any predecessor) deferred pursuant to Treasury Regulation §§ 1.1502-13
or -14, or any similar or predecessor Treasury Regulation, whether proposed, temporary or final.

(c) No stock transfer Taxes, sales Taxes, use Taxes, real estate transfer or gains
Taxes, or other similar Taxes will be imposed on the transactions contemplated by this
Agreement, except such Taxes so imposed that would not, individually or in the aggregate,
reasonably be expected to have a Material Adverse Effect on Parent.

{(d) Neither Parent nor any of its Affiliates has taken or agreed to take any action
that, to the Knowledge of Parent, will (or will be reasonably likely to) prevent the Merger from
qualifying as a “reorganization” within the meaning of Section 368(a) of the Code. To the
Knowledge of Parent, the representations set forth in the Parent Tax Certificate, if made on the
date hereof (assurning the Merger were consummated on the date hereof and based on reasonable
estimates in the case of certain information not available on the date hereof), would be true and
correct in all material respects.

Section 5.12 Litigation. There is no suit, action, proceeding or investigation pending or,
to the Knowledge of Parent, threatened against Parent or any of its Affiliates that would,
individually or in the aggregate, reasonably be expected to have a Material Adverse Effect on
Parent. Neither Parent nor any of its Affiliates is subject to any outstanding judgment, order,
writ, injunction or decree that would, individually or in the aggregate, reasonably be expected to
have a Material Adverse Effect on Parent.

Section 5.13 Parent Benefit Plans. (a) Item 5.13(a) of the Parent Letter sets forth a true
and complete list of each Benefit Plan (including each ERISA Benefit Plan) maintained by
Parent and its Subsidiaries. Except as required by law, neither Parent nor any of its Subsidiaries
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has adopted or amended in any material respect any Benefit Plan since the date of the most
recent audited financial statements included in the Parent Filed SEC Documents. As of the date
of this Agreement, none of Parent, its Subsidiaries or any ERISA Affiliate with Parent under
Section 414(b), (c), (m) or (o) of the Code contributes to any ERISA Benefit Plan thatis a
“multiemployer plan” (as defined in Section 3(37) of ERISA) or maintains any ERISA Benefit
Plan that is subject to Title IV of ERISA or Section 412 of the Code. As of the date of this
Agreement there exists no Parent Compensation Commitments. As of the date of this
Agreement, neither Parent nor any of its Subsidiaries maintains or contributes to any Benefit
Plans or employs any employees outside of the United States.

(b) With respect to each Benefit Plan listed on Item 5.13(a) of the Parent Letter,
correct and complete copies, where applicable, of the following documents have been made
availablie to the Company: (i) all Benefit Plan documents and amendments, trust agreements and
insurance and annuity contracts and policies, (ii) the most recent IRS determination letter or
opinion letter if the Benefit Plan is intended to satisfy the requirements for Tax favored treatment
pursuant to Sections 401-417 of the Code, (iii) the Annual Reports (Form 5500 Series) and
accompanying schedules, as filed, for the three most recently completed plan years, (iv) any
discrimination or coverage tests performed during the last two plan years and (v} the current
summary plan description. True and complete copies of all written Parent Compensation
Commitments and of all related insurance and annuity policies and contracts and other
documents with respect to each Parent Compensation Commitment have been made available to
the Company. Item 5.13(b) of the Parent Letter contains a true and complete description of all
material oral Parent Compensation Commitments.

(c) Each Benefit Plan listed on Item 5.13(a) of the Parent Letter which is intended
to be a Qualified Plan has received a favorable determination letter from the IRS that such plan is
so qualified under the Code (or an application for such letter has been or will be submitted to the
IRS within the applicable remedial amendment period) or has been established pursuant to a
prototype plan that has received a favorable opinion letter from the IRS, and no circumstance
exists which might cause such plan to cease being so qualified except for any circumnstance that
would not, individually or in the aggregate, reasonably be expected to have a Material Adverse
Effect on Parent. Each Benefit Plan listed on Item 5.13(a) of the Parent Letter complies and has
been maintained in all respects with its terms and all requirements of law and regulations
applicable thereto, and there has been no notice issued by any Governmental Entity questioning
or challenging such compliance, except for any circumstance that would not, individually or in
the aggregate, reasonably be expected to have a Material Adverse Effect on Parent. Neither
Parent nor any of its Subsidiaries has taken any action within the 12-month period ending on the
date hereof to take corrective action or make a filing under any voluntary correction program of
the IRS, Department of Labor or any other Governmental Entity with respect to any Benefit Plan
or Parent Compensation Commitment, and neither Parent nor any of its Subsidiaries has any
Knowledge of any plan defect which would qualify for correction under any such program,
except for any action, filing or plan defect that would not, individually or in the aggregate,
reasonably be expected to have a Material Adverse Effect on Parent. There is no dispute,
arbitration, grievance, action, suit or claim (other than routine claims for benefits) pending or, to
the Knowledge of Parent, threatened involving such Benefit Plans or the assets of such plans that
would, individually or in the aggregate, reasonably be expected to have a Material Adverse
Effect on Parent. Neither Parent nor any of its Subsidiaries has any obligation under any welfare
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plans or otherwise to provide health or death benefits to or in respect of former employees of
Parent or any of its Subsidiaries, except as specifically required by the continuation requirements
of Part 6 of Title I of ERISA or applicable state law. No plan or arrangement disclosed on Item
5.13(c) of the Parent Letter that provides health or death benefits to or in respect of former
employees of Parent or any of its Subsidiaries contains provisions that by their terms prohibit
Parent or its Subsidiaries from amending or terminating such plan or arrangement at any time
without the consent of any other Person and without incurring liability thereunder other than in
respect of claims incurred prior to such amendment or termination. Neither Parent nor any of its
Subsidiaries has, directly or indirectly, any liability (i) on account of any violation of the health
care requirements of Part 6 of Title I of ERISA or Section 4980B of the Code, (i1) under Section
502(i) or Section 502(1) of ERISA or Section 4975 of the Code, (iii) under Section 302 of ERISA
or Section 412 of the Code or (iv) under Title IV of ERISA that would, individually or in the
aggregate, reasonably be expected to have a Material Adverse Effect on Parent.

(d) Parent and its Subsidiaries have not, within the 12-month period ending on
the date hereof, incurred and do not expect to incur any material withdrawal liability with respect
to a Multiemployer Plan (regardiess of whether based on contributions of an ERISA Affiliate of
Parent). No notice of a “reportable event,” within the meaning of Section 4043 of ERISA for
which the 30-day reporting requirement has not been waived or extended, other than pursuant to
PBGC Reg. Section 4043.66, has been required to be filed for any pension plan or by any ERISA
Affiliate of Parent within the 12-month period ending on the date hereof or will be required to be
filed in connection with the transactions contemplated by this Agreement.

(e) All contributions or premiums required to be paid under the terms of any
Benefit Plan maintained by Parent or any of its Subsidiaries, collective bargaining agreement or
by any applicable laws as of the date hereof have been timely made or have been reflected on the
most recent consolidated balance sheet filed or incorporated by reference in the Parent Filed SEC
Documents. No Benefit Plan maintained by Parent or any of its Subsidiaries that is subject to
Section 412 of the Code or Section 302 of ERISA has an “accumulated funding deficiency”
(whether or not waived) within the meaning of Section 412 of the Code or Section 302 of ERISA
and neither Parent nor any of its Subsidiaries has an outstanding funding waiver. Neither Parent
nor any of its Subsidiaries has provided, or is required to provide, security to any Benefit Plan
pursuant to Section 401(a)(29) of the Code.

(f) Under each Benefit Plan maintained by Parent or any of its Subsidiaries which
is a single-employer plan (as defined in Section 4001(a)(15) of ERISA), as of the last-day of the
most recent plan year ended prior to the date hereof, the actuarially determined present value of
all “benefit liabilities,” within the meaning of Section 4001(a)(16)} of ERISA (as determined on
the basis of the actuarial assumptions contained in the Benefit Plan’s most recent actuarial
valuation), did not exceed the then current value of the assets of such Benefit Plan by more than
$2,400,000,000 as of the date hereof, and there has been no material adverse change in the
financial condition of such Benefit Plan since the last day of the most recent plan year.

{(g) None of the execution and delivery of this Agreement, approval of this
Agreement or consummation of the transactions contemplated by this Agreement will: (i) entitle
any employees of Parent or its Subsidiaries to severance pay or any increase in severance pay
upon terminatton of employment, (ii) accelerate the time of payment or vesting or trigger any
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payment of compensation or benefits under, increase the amount payable or trigger any other
material obligation pursuant to, any of the Benefit Plans or Parent Compensation Commitments,
(111) result in any breach or violation of, or a default under, any of the Benefit Pians or Parent
Compensation Commitments, {iv) limit or restrict the right of Parent or any of its Subsidiaries to
merge, amend or terminate any of the Benefit Plans maintained by Parent or any of its
Subsidiaries or Pareat Compensation Commitments, (v) cause Parent or any of its Subsidiaries to
record additional compensation expense on its income statement with respect to any outstanding
stock option or other equity-based award or (vi) resuit in payments under any of the Benefit
Plans or Parent Compensation Commitments that are not deductible pursuant to Section 162(m)
or Section 280G of the Code.

(h) All Benefit Plans and Parent Compensation Commitments covering current or
former employees employed by Parent and its Subsidiaries outside the United States, or their
dependents or beneficiaries (“Parent Nop-US Compensation and Benefit Plans™), are and have
been registered, qualified, invested and administered in all material respects in accordance with
applicable local law and the terms of such Parent Non-US Compensation and Benefit Plans.
Parent and its Subsidiaries have complied with all material obligations under such Parent Non-
US Compensation and Benefit Plans and there is no proceeding, action, complaint, investigation
or claim in respect of any Parent Non-US Compensation and Benefit Plan initiated by any
Governmental Entity or any other Person (other than routine inquiries and claims for benefits
that would not, individually or in the aggregate, reasonably be expected to have a Material
Adverse Effect on Parent). Each Parent Non-US Compensation and Benefit Plan which is a
funded plan is fuily funded as of the last actuarial valuation date on both a going concern and a
solvency basis pursuant to the actuarial assumptions and methodology utilized in the most recent
actuarial valuation therefor as filed with the applicable regulatory authorities. None of the Parent
Non-US Compensation and Benefit Plans (other than pension plans) provide benefits to retired
employees or to the beneficiaries or dependents of retired employees.

(i) As adirect or indirect result of the transactions contemplated by this
Agreement, no payment or other benefit, and no acceleration of the vesting of any options,
payments or other benefits, will be (or under Section 280G of the Code and the Treasury
Regulations thereunder will be presumed to be) a “parachute payment” to a “disqualified
individual” as those terms are defined in Section 280G of the Code and the Treasury Regulations
thereunder, without regard to whether such payment or acceleration is reasonable compensation
for personal services performed or to be performed in the future.

Section 5.14 Labor Matters. (a) Each of Parent and its Subsidiaries has complied with
all applicable requirements of law which relate to prices, wages, hours, discrimination in
employment and collective bargaining and to the operation of its business and is not liable for
any arrears of wages or any withholding Taxes or penalties for failure to comply with any of the
foregoing, except as would not, individually or in the aggregate, reasonably be expected to have
a Material Adverse Effect on Parent. Neither Parent nor any of its Substidiaries is a party to any
collective bargaining agreement or labor Contract, and to the Knowledge of Parent, there are
currently no union organizing activities related to Parent or any of its Subsidiaries. Neither
Parent nor any of its Subsidiaries has engaged in any unfair labor practice with respect to any
Persons employed by or otherwise performing services primarily for Parent or any of its
Subsidiaries (the “Parent Business Personnel”), and neither Parent nor any of its Subsidiaries has
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received written notice of any unfair labor practice charge or complaint against Parent or any of
its Subsidiaries by the National Labor Relations Board or any comparable state agency pending
or threatened in writing with respect to the Parent Business Personnel, except, in each case, as
would not, individually or in the aggregate, reasonably be expected to have a Material Adverse
Effect on Parent.

(b) There is (i) no labor strike, dispute, slowdown or stoppage pending or, to the
Knowledge of Parent, threatened against or affecting Parent or any of its Subsidiaries that could
interfere with the respective business activities of Parent or any of its Subsidiaries, except as
would not, individually or in the aggregate, reasonably be expected to have a Material Adverse
Effect on Parent and (i1} no pending or, to the Knowledge of Parent, threatened employee or
governmental claim or investigation regarding employment matters, including any charges to the
Equal Employment Opportunity Commission or state employment practice agency or
investigations regarding Fair Labor Standards Act or similar state law or other wage and hour
compliance, or audits by the Office of Federal Contractor Compliance Programs, except as
would not, individually or in the aggregate, reasonably be expected to have a Material Adverse
Effect on Parent.

Section 5.15 Environmental. Except for matters that would not, individually or in the
aggregate, reasonably be expected to have a Material Adverse Effect on Parent: (i) Parent and its
Subsidiaries have complied at all times with all applicable Environmental Laws and all Parent
Permits issued pursuant to Environmental Laws, (ii) to the Knowledge of Parent, no property
currently owned or operated by Parent or any of its Subsidiaries (including soils, groundwater,
surface water, buildings or other structures) contains or is contaminated with any Hazardous
Substance of a type or quantity which would reasonably be expected to require remediation
pursuant to any Environmental Law, (iii) to the Knowledge of Parent, no property formerly
owned or operated by Parent or any of its Subsidiaries contained or was contaminated with any
Hazardous Substance during or prior to such period of ownership or operation of a type or
quantity which would reasonably be expected to require remediation pursuant to any
Environmental Law, (iv) none of Parent or any of its Subsidiaries is liable for any Hazardous
Substance release, disposal or contamination on any third party property, (v) neither Parent nor
any of its Subsidiaries has received any notice, demand, letter, claim or request for information
alleging that Parent or any of its Subsidiaries is or may be in violation of or subject to liability
under any Environmental Law (including claims of exposure, personal injury or property
damage), (vi) neither Parent nor any of its Subsidiaries is party to any proceeding, or subject to
any order, decree, injunction, indemnity or other agreement with any Governmental Entity or any
third party resolving or relating to violations of or liability under any Environmental Law or
lability with respect to Hazardous Substances and (vii) there are no other circumstances or
conditions involving Parent or any of its Subsidiaries, or their respective properties or operations,
including, to the Knowledge of Parent, any pending Environmental Law, that would reasonably
be expected to result in any claim, liability, investigation, increased costs to comply or restriction
on the operation, ownership, use, or transfer of any property or operation pursuani to any
Environmental Law.

Section 5.16 Regulation as a Utility. Commonwealth Edison Company is regulated as a
public utility and an electric utility by the State of Illinois and by no other state. PECO Energy
Company is regulated as a public utility by the Commonwealth of Pennsylvania and by no other
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state. ComEd of Indiana, Inc. is regulated as a public utility by the State of Indiana and by no
other State. Except as set forth above, neither Parent nor any “subsidiary company” or “affiliate”
of Parent is subject 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, and is registered thereunder.

Section 5.17 Operations of Nuclear Power Plants. (a) The operations of the nuclear
generation stations currently owned, in whole or part, by Parent or any of its Affiliates
(collectively, the “Parent Nuclear Facilities”) are and have been conducted in compliance with
all applicable laws and Parent Permits, except for such failures to comply that would not,
individually or in the aggregate, reasonably be expected to have a Material Adverse Effect on
Parent. Each of the Parent Nuclear Facilities maintains, and is in compliance with, (i) emergency
plans designed to respond to an unplanned release of a Hazardous Substance therefrom of
radioactive materials and (ii) plans for the storage and disposal of spent nuclear fuel, and each
such plan enumerated in clauses (i) and (ii) conforms with the requirements of applicable law.

(b) Parent has funded to the extent required consistent with NRC regulations the
decommissioning costs of each Parent Nuclear Facility.

(c) Neither Parent nor any of its Subsidiaries has been given written notice of or
been charged with actual or potential violation of, or, to the Knowledge of Parent, is the subject
of any ongoing proceeding, inquiry, special inspection, diagnostic evaluation or other NRC
action of which Parent or any of its Subsidiaries has received notice under the Atomic Energy
Act or the terms and conditions of any license granted to Parent or any of its Subsidiaries
regarding the Parent Nuclear Facilities that would, individually or in the aggregate, reasonably
be expected to have a Material Adverse Effect on Parent.

(d) Parent makes no representation under Section 5.17(a) or (¢) with respect to
any Parent Nuclear Facility for any periods during which such Parent Nuclear Facility was
operated by the Company or a Subsidiary of the Company.

Section 5.18 Regulatory Proceedings. Other than fuel adjustment or purchase gas
adjustment or similar adjusting rate mechanisms, none of Parent nor any of its Subsidiaries 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 with respect to rates charged by Parent or any of its
Subsidiaries other than in the ordinary course consistent with past practice, (b) has rates in any
amounts 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 or (c) is a party to
any Contract with any Governmental Entity entered into other than in the ordinary course
consistent with past practice imposing conditions on rates or services in effect as of the date
hereof or which, to the Knowledge of Parent, are as of the date hereof scheduled to go into effect
at a later time, except, in case of clauses (a) through (¢) that would not, individually or in the
aggregate, reasonably be expected to have a Material Adverse Effect on Parent. No
representation or warranty with respect to the Parent Permits is made by this Section 5.18.

Section 5.19 Trading. Parent has established risk parameters, limits and guidelines in
compliance with the risk management policy approved by the Parent’s Board of Directors (the

49-
CH] 30991355v8



“Parent Trading Guidelines™) to restrict the level of risk that Parent and its Subsidiaries are
authorized to take with respect to, among other things, the net position resuiting from all Parent
Trading (the “Net Parent Position™) and monitors compliance by Parent and its Subsidiaries with
such Parent Trading Guidelines. Parent has provided a copy of the Parent Trading Guidelines to
the Company prior to the date of this Agreement. As of the date of this Agreement, (i) the Net
Parent Position is within the risk parameters that are set forth in the Parent Trading Guidelines
and (ii) the exposure of Parent and its Subsidiaries with respect to the Net Parent Position
resulting from all such transactions is not material to Parent and its Subsidiaries taken as a
whole. From December 31, 2003 to the date of this Agreement, Parent and its Subsidiaries have
not, in accordance with generally recognized mark to market accounting policies, experienced an
aggregate net loss in its Parent Trading and relaied operations that would be material to Parent
and its Subsidiaries taken as a whole.

Section 5.20 Intellectual Property. Parent and its Subsidiaries own or have a valid right
to use all Intellectual Property Rights used in connection with the business of Parent and its
Subsidiaries. Neither Parent nor any of its Subsidiaries has infringed, misappropriated or
violated in any material respect any Intellectual Property Rights of any third party, except where
such infringement, misappropriation or violation would not, individually or in the aggregate,
reasonably be expected to have a Material Adverse Effect on Parent. No third party infringes,
misappropriates or violates any Intellectual Property Rights owned or exclusively licensed by or
to Parent or any of its Subsidiaries, except where such infringement, misappropriation or
violation would not, individually or in the aggregate, reasonably be expected to have a Material
Adverse Effect on Parent.

Section 5.21 Required Vote of Parent Shareholders. The affirmative vote of the holders
of a majority of the votes cast by holders of Parent Shares represented at the Parent Shareholders
Meeting (provided that at least a majority of the Parent Shares are represented in person or by
proxy at such meeting) approving the issuance of Parent Shares in the Merger is the only vote of
the holders of any class or series of Parent’s or any of its Subsidiaries’ Capital Stock necessary to
approve this Agreement and the transactions contemplated by this Agreement.

Section 5.22 State Takeover Statutes. Assuming the Company does not beneficially own
10% or more of the Parent Shares on the date hereof or at any time prior to the Effective Time,
no Pennsylvania “fair price,” “moratorium,” “control share acquisition” or other similar anti-
takeover statute or regulation or any anti-takeover provision in Parent’s Amended and Restated
Articles of Incorporation or Amended and Restated By-laws is, or at the Effective Time will be,
applicable to Parent, the Parent Shares, the Merger or the other transactions contemplated by this
Agreement.

Section 5.23 Brokers. No broker, investment banker, financial advisor or other Person,
other than J.P. Morgan Securities Inc. (“J.P. Morgan™) and Lehman Brothers, Inc. (“Lehman™),
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 transactions
contemplated by this Agreement based upon arrangements made by or on behalf of Parent.
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Section 5.24 QOpinions of Financial Advisors. Parent has received the opinion of each of
J.P. Morgan and Lehman to the effect that, as of the date hereof, the Exchange Ratio is fair to
Parent from a financial point of view.

Section 5.25 Title to Properties. Parent or its applicable Subsidiary has good and
sufficient title in and to each material parcel of real property owned by Parent or any of its
Subsidiaries, subject to no Liens that would, individually or in the aggregate, reasonably be
expected to have a Material Adverse Effect on Parent or materially impair Parent’s or its
Subsidiary’s rights to or ability to use any such property.

Section 5.26 Material Contracts. (a) Each Parent Material Contract is a valid and
binding obligation of Parent or its Subsidiary party thereto enforceable against Parent or its
Subsidiary party thereto in accordance with its terms and, to the Parent’s Knowledge, each other
party thereto, and is in full force and effect, and each of the Parent and each of its Subsidiaries
which is a party thereto has performed in all material respects all obligations required to be
performed by it to the date hereof under each Parent Material Contract and, to the Parent’s
Knowledge, each other party to each Parent Material Contract has performed in all material
respects al] obligations required to be performed by it under such Parent Material Contract,
except, in each case, as would not, individually or in the aggregate, reasonably be expected to
have a Material Adverse Effect on Parent. None of Parent or any of its Subsidiaries has
Knowledge of, or has received notice of, any violation of or default under (or any condition
which with the passage of time or the giving of notice would cause such a violation of or defauit
under) any Parent Material Contract 1o which it is a party or by which it or any of its properties
or assets is bound, except for violations or defaults that would not, individually or in the
aggregate, reasonably be expected to have a Material Adverse Effect on Parent.

(b) None of ENEH or any of its Subsidiaries is a party to any Contract
whereunder a failure to satisfy a condition thereunder, 2 failure to meet a requirement thereof, a
breach thereof or a default thereunder would, individually or in the aggregate, reasonably be
expected to (i) result in a breach or default under any Parent Indebtedness or any Parent Material
Contract (in each case, other than Parent Indebtedness under which ENEH or any of its
Subsidiaries is the sole obligor or guarantor or any Parent Material Contract to which ENEH or
any of its Subsidiaries is a party and none of Parent or any of its other Subsidiaries is a party or
guarantor), (ii) require Parent or any of its Subsidiaries (other than ENEH and its Subsidiaries) to
pay cash or provide materials or services or make any capital contributions to ENEH, any of its
Subsidiaries or any third Person or (iii) otherwise be recourse to Parent or any of its Subsidiaries
(other than ENEH and its Subsidiaries).

(c) None of ENEH or any of its Subsidiaries is subject to any law, rule, regulation
or order whereunder a failure to satisfy a condition thereunder, a failure to meet a requirement
thereof, or a violation thereof would, individually or in the aggregate, reasonably be expected to
(i) result in a breach or default under any Parent Indebtedness or any Parent Material Contract (in
each case, other than Parent Indebtedness under which ENEH or any of its Subsidiaries is the
sole obligor or guarantor or any Parent Material Contract to which ENEH or any of its
Subsidiaries is a party and none of Parent or any of its other Subsidiaries is a party or guarantor),
(ii) require Parent or any of its Subsidiaries (other than ENEH and its Subsidiaries) to pay cash
or provide materials or services or make any capital contributions to ENEH, any of its
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Subsidiaries or any third Person or (iii) grant ENEH, any of its Subsidiaries or any third Person
recourse to Parent or any of its Subsidiaries (other than ENEH and its Subsidiaries).

ARTICLE VI
COVENANTS RELATING TO CONDUCT OF BUSINESS

Section 6.1 Conduct of Business Pending the Merger.

(a) Conduct of Business by the Company Pending the Merger. During the period
from the date of this Agreement until the Effective Time, except as expressly permitted by this
Agreement or as set forth on Item 6.1(a) of the Company Letter, the Company shall and shall
cause each of its Subsidiaries to carry on its business in the ordinary course as currently
conducted and, to the extent consistent therewith, use reasonable best efforts to preserve its
business organization intact, maintain in full force and effect the Company Permits and maintain
its existing relations and goodwill with Governmental Entities, customers, suppliers, distributors,
creditors, lessors, licensors, licensees, employees and business associates to the end that their
goodwill and ongoing businesses shall not be impaired in any material respect at the Effective
Time. To the extent permitted by applicable law and whether or not an action is one specified
below, the Company will consult with Parent with respect to any action or failure to take an
action that would be considered not to be in the ordinary course of the Company’s business as it
is currently conducted. Without limiting the generality of the foregoing, and except as otherwise
expressly permitted by this Agreement or as set forth on Item 6.1(a) of the Company Letter,
during the period from the date of this Agreement to the Effective Time, the Company shall not
and shall not permit any of its Subsidiaries to without the prior written consent of Parent (which
consent shall not be unreasonably withheld or delayed) take any of the following actions (it
being understood that any action allowed by any of clauses (i) through (xix) but otherwise
restricted under this Agreement shall be so restricted):

(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
distributions by a direct or indirect Subsidiary of the Company to its parent,

(2) regular quarterly cash dividends and distributions with respect to the Company
Common Stock, in accordance with the Company’s dividend policy as set forth
on Item 6.1(a)(i)}(A)(2) of the Company Letter, with record dates and payment
dates consistent with the Company’s past dividend practice and (3) regular cash
dividends and distributions with respect to preferred stock of the Company or its
Subsidiaries in accordance with the terms thereof as existing on the date hereof,
(B) split, combine or reclassify any of its Capital Stock or issue or authorize the
issuance of any other securities in respect of, in lieu of or in substitution for its
Capital Stock or (C) purchase, redeem or otherwise acquire any Capital Stock of
the Company or any of its Subsidiaries or any other securities thereof or any
rights, warrants or options to acquire any Capital Stock or other securities thereof;

(i1) other than (1) the issuance of Company Common Stock upon the
exercise or conversion of Company Stock Options, Company RSUs, Company
Performance Units, Company Dividend Equivalents and Company Stock
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Phantom Shares outstanding on the date of this Agreement and in accordance with
their present terms, upon the exercise or conversion of Company Stock Options,
Company RSUs, Company Performance Units, Company Stock Dividend
Equivalents and Company Stock Phantom Shares awarded in accordance with
Section 6.](a)(ii)(2} or pursuant to the terms of any Compensation Commitment
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 6.1(a)(vi), of
additional Company Stock Options, Company RSUs, Company Performance
Units, Company Dividend Equivalents, Company Stock Phantom Shares and
Company Performance Shares pursuant to the Company Stock Plans as set forth
on Item 6.1(a)(ii)(2) of the Company Letter, (3) issuances by a direct or indirect
Subsidiary of the Company of its Capital Stock to its parent, (4) the issuance of
Shares upon settiement of forward purchase contracts forming a part of Company
Equity Units pursuant to the terms thereof as existing on the date hereof, (5) the
issuance of Shares in accordance with Item 6.1(a)(ii)(5) of the Company Letter,
(6) the issuance of Shares pursuan to the Company ESPP, the Company DRIP,
the Company Thrift Plan and the Company Employee Savings Plan and (7) the
issuance of Company Cash Phantom Shares and Company Cash Dividend
Equivalents in the ordinary course of business consistent with past practice, issue,
deliver, pledge, encumber, sell, dispose of or grant (A) any of its Capital Stock or
any Capital Stock in any of its direct or indirect Subsidiaries or of any Company
Joint Venture, (B) any Company Voting Debt, Company Stock Equivalents or
other voting securities, (C) any securities convertible into or exchangeable for, or
any options, warrants or rights to acquire, any Capital Stock referred to in clause
(A), Company Voting Debt, Company Stock Equivalents, voting securities or
convertible or exchangeable securities or (D) any “phantom” stock, “phantom”
stock rights, stock appreciation rights or stock-based performance units;

(iii) amend the Certificate of Incorporation of the Company;

(iv) amend the By-laws of the Company or amend the certificate of
incorporation, by-laws or other comparable charter or organizational documents
of any Subsidiary of the Company, except for such amendments that do not have
an adverse effect on the Merger and that are not inconsistent with any of the
obligations of the Company hereunder;

(v) (A) acquire or agree to acquire 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) acquire or agree
to acquire any assets, other than in the ordinary course of business consistent with
past practice or pursuant to capital expenditures made in accordance with Section
6.1(a)(x) or (C) make any investment in the Capital Stock of, or other instrument
convertible into or exchangeable for the Capital Stock of, any other Person (other
than direct or indirect Subsidiaries of the Company that are direct or indirect
Subsidiaries of the Company as of the date hereof and investments by the
managers of Benefit Plans and nuclear decommissioning trusts in the ordinary
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course of business consistent with past practice) other than, (1) in the case of
clauses (A) through (C), acquisitions of assets and investments in Persons located
and operating solely in the United States of America that are not greater than $5
million individually or $25 million in the aggregate in any consecutive 12 month
period (including the value of any indebtedness assumed) or (2) investments in
any Person by Holdings or any of its Subsidiaries solely for purposes of effecting
the transactions described in Section 6.1(a)(viii}B); provided, however, that the
Company shall not be permitted hereunder to acquire or agree to acquire any asset
or to make any investment in any Person to the extent such agreement, acquisition
or investment would reasonably be expected to have an adverse effect on the
ability of Parent or the Company to obtain any Parent Required Statutory
Approval or Company Required Statutory Approval, respectively, or to delay by a
material period the receipt thereof;

(vi) except to the extent required by applicable law or by the terms of any
Benefit Plan maintained by the Company, Compensation Commitment oF
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 of its Subsidiaries any increase in compensation or benefits or new incentive
compensation grants, except in the ordinary course of business consistent with
past practice (including, without limitation, annual salary and compensation
increases in respect of any fiscal year regardless of when such increases are
approved), (B) grant to any current or former employee, officer or director of the
Company or any of its Subsidiaries 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 Compensation Commitment with any such
current or former employee, officer or director, (D) establish, adopt, enter into or
amend in any material respect any collective bargaming agreement or Benefit
Plan, except, (1) with respect to any Benefit Plan maintained by the Company thar
is a Qualified Plan, as may be required to facilitate or obtain a determination from
the IRS that such Benefit Plan is a Qualified Plan and (2) with respect to the
collective bargaining agreements set forth on Item 6.1(a)(vi}(D)(2) of the
Company Letter, renewing such collective bargaining agreements at their
expiration on terms substantially similar to their current respective terms 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 past practice, under any collective
bargaining agreement, Benefit Plan or Compensation Commitment; provided,
however, that notwithstanding anything in this Section 6.1(a)(vi) to the contrary,
the foregoing shall not restrict the Company or its Subsidiaries from 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 available to newly
hired or promoted officers and employees;
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(vii) make any material change in accounting methods, principles or
practices except as required by generally accepted accounting principles or by the
Company’s independent auditors;

(viii) sell, lease (as lessor), license or otherwise dispose of or subject to
any Lien (other than Liens as required by after acquired property covenants in
Contracts evidencing Company Indebtedness and Liens created in connection
with the refinancing of Company Indebtedness in accordance with Section
6.1(a)(ix) that are no less favorable to the Company and its Subsidiaries than
those Liens that were created in connection with the Company Indebtedness that
is being refinanced) any properties or assets that are material, individually or in
the aggregate, to the Company and its Subsidiaries, taken as a whole, other than
(A) sales of excess or obsolete assets in the ordinary course of business consistent
with past practice and (B) sales of assets by Holdings or any Subsidiary of
Holdings described on [tem 6.1(a)(viii}(B) of the Company Letter and sales of
assets by Power or any Subsidiary of Power described on Item 6.1(a)(viii}{B) of
the Company Letter in each case, on commercially reasonable terms, after having
given Parent notice of the intent to make any such sale, lease, license or other
disposition, and at least five business days’ prior notice of the entering into of any
agreement with respect thereto, including the material terms of any such
agreement and any amendment thereto; '

(ix) except in the ordinary course of business consistent with past
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 the Company or any of its
Subsidiaries, 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 (1} in connection with a refinancing on
commercially reasonable terms and borrowings under revolving credit agreements
or similar credit facilities in effect-on the date hereof (or under any extensions or
replacements thereof) in accordance with their terms, (2) indebtedness incurred by
any Subsidiary of the Company under any loan permitted by clause (B), and (3)
the assumption of indebtedness in connection with an acquisition or investment
made pursuant to Section 6.1(a)(v) 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 Subsidiary; provided, however, that the Company shall not, and
shall not permit any of its Subsidiaries to, take any such action with respect to
Holdings or any of its Subsidiaries or any Holdings Joint Ventures and the
Company shall not permit Holdings or any of its Subsidiaries to take any such
action;

(x) make or agree to make any new capital expenditure or expenditures,
other than (A) expenditures in accordance with Jtem 6.1(a)(x) of the Company
Letter, {(B) expenditures that do not exceed $10 million individually or $150
million in the aggregate in any consecutive 12 month period and (C) expenditures
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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 comphiance with the terms of any Permit, in which case, to the extent
permissible under applicable law, the Company shall consult with Parent prior to
making or agreeing to make any such expenditure;

(xi) engage in any activities not engaged in on the date hereof which

would cause a change in the Company’s status as an exempt holding company
under PUHCA,;

(xi1} other than participation in the New Jersey Basic Generation Service
auction 1n a manner consistent with past practice, enter into any Contract for the
purchase and/or sale of capacity and/or energy (“Power Agreement”) other than
any Power Agreement entered into in the ordinary course of business that does
not exceed (1) a notional value of purchase and/or sale energy commitments of
$150 million, (2) a fixed notional value of purchase and/or sale of capacity of $25
million, (3) a notional value for the underlying sale of options of $75 million and
(4) a notional value for the aggregate premiums paid in a calendar year for the
purchase of options of $25 million unless the Company consults with Parent
regarding such Power Agreement and the Company has obtained the prior written
consent of Parent to such Power Agreement or such Power 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 or delayed, it being
understood that in such consultation process Parent and the Company shall
comply with all applicable laws and any applicable confidentiality or similar third
party agreement;

(xili) pay, discharge, settle, compromise or satisfy any material claims,
liabilities, litigation or other obligations (absolute, accrued, asserted or unasserted,
contingent or otherwise), other than the payment, discharge or satisfaction, in the
ordinary and usual course of business consistent with past practice or in
accordance with their terms, of liabilities reflected or reserved against in, or
contemplated by, the most recent consolidated financial statements (or the notes
thereto) of the Company included in the Company Filed SEC Documents, or
incurred in the ordinary and usual course of business consistent with past practice,
or waive, release or assign any such matenal rights or claims;

(xiv) enter into, or, other than in the ordinary course of business
consistent with past praciice, modify or amend the terms of, any Leveraged Lease
or Financing Contract;

(xv) take any action that would, individually or in the aggregate,
reasonably be expected to cause the Company Indebtedness or other obligations
under which Holdings or any Subsidiary of Holdings is the obligor or any
indebtedness for borrowed money or other obligations under which any Company
Joint Venture is the obligor or direct or indirect guarantee by any Company Joint
Venture of any indebtedness for borrowed money or other obligations of any
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Person to be recourse to the Company or any of its Subsidiaries other than
Holdings and the Subsidiaries of Holdings, or after giving effect to the Merger,
the Surviving Corporation or any of its Subsidiaries other than Holdings and the
Subsidiaries of Holdings or would reasonably be expected to make it necessary
for the Company or any of its Subsidiaries, or after giving effect to the Merger,
the Surviving Corporation or any of its Subsidiaries to make any capital
contributions or pay cash, or incur a liability or provide property or services, in
order to enable Holdings and its Subsidiaries to operate in the ordinary course;

(xvi) amend or modify the Company Trading Guidelines in a manner that
results in such Company Trading Guidelines being less restrictive than the
Company Trading Guidelines in effect on the date hereof or, other than in the
ordinary course of business consistent with past practice, terminate the Company
Trading Guidelines; provided that, in the case of any such termination, new
Company Trading Guidelines are adopted that are at least as restrictive as the
Company Trading Guidelines in effect on the date hereof or, take any action that
violates the Company Trading Guidelines or cause or permit the Net Company
Position to be outside the risk parameters set forth in the Company Trading
Guidelines; and if at any time the Net Company Position becomes outside the risk
parameters set forth in the Company Trading Guidelines due to a2 move in market
prices then action will be taken to bring the Net Company Position back inside the
parameters as is required by the Company Trading Guidelines;

(xvii) adopt a plan of complete or partial liquidation or a dissolution or
resolutions providing for or authorizing such a liquidation or a dissolution,
restructuring, recapitalization or reorganization other than with respect to
Subsidiaries of Global and Resources in connection with the transactions
described in Section 6.1(a)(viii}(B);

(xviii} retire, commit to retire or otherwise indicate an intention to retire
any generation facility of the Company or any of its Subsidiaries; or

(xix) commit or agree to take any of, the foregoing actions.

(b) Conduct of Business by Parent Pending the Merger. During the period from
the date of this Agreement until the Effective Time, except as expressly permitted by this

Agreement or as set forth on Item 6.1(b) of the Parent Letter, Parent shall and shall cause each of
its Subsidiaries to, carry on its business in the ordinary course as currently conducted and, to the
extent consistent therewith, use reasonable best efforts to preserve its business organization
intact, maintain in full force and effect the Parent Permits and maintain its existing relations and
goodwill with Governmental Entities, customers, suppliers, distributors, creditors, lessors,
licensors, licensees, employees and business associates to the end that their goodwill and
ongoing businesses shall not be impaired in any material respect at the Effective Time. To the
extent permitted by applicable law and whether or not an action is one specified below, Parent
will consult with the Company with respect to any action or failure to take an action that would
be considered not to be in the ordinary course of Parent’s business as it is currently conducted.
Without limiting the generality of the foregoing, and except as otherwise expressly permitted by
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this Agreement or as set forth on Item 6.1(b) of the Parent Letter, during the period from the date
of this Agreement to the Effective Time, Parent shall not and shall not permit any of its
Subsidiaries to without the prior written consent of the Company (which consent shall not be
unreasonably withheld or delayed) take any of the following actions (it being understood that any
action allowed by any of clauses (i) through (xvi) but otherwise restricted under this Agreement
shall be so restricted:

CHI1 3099153vE

(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
distributions by a direct or indirect Subsidiary of Parent to its parent, (2) regular
quarterly cash dividends and distributions with respect to the Parent Shares, in
accordance with Parent's dividend policy as set forth on Item 6.1(0)(1)(A)2) of
the Parent Letter, with record dates and payment dates consistent with Parent’s
past dividend practice, and (3) regular cash dividends and distributions with
respect to preferred stock of Parent or its Subsidiaries in accordance with the
terms thereof as existing on the date hereof, (B) split, combine or reclassify any of
its Capital Stock or issue or authorize the issuance of any other securities in
respect of, in lieu of or in substitution for its Capital Stock or (C) purchase,
redeem or otherwise acquire any Capital Stock of Parent or any of its Subsidiaries
or any other securities thereof or any rights, warrants or options to acquire any
Capital Stock or other securities thereof other than the purchase of Parent Shares
on the open market pursuant to the Parent DRIP and the Parent ESPP;

(i) other than (1) the issuance of Parent Shares upon the exercise or
conversion of Parent Stock Options, Parent Performance Shares, Parent Deferred
Shares, Parent Restricted Shares, Parent Dividend Equivalents and Directors’
Units outstanding on the date of this Agreement and in accordance with their
present terms, upon the exercise or conversion of Parent Stock Options, Parent
Performance Shares, Parent Deferred Shares, Directors’ Units, Parent Dividend
Equivalents and Parent Restricted Shares awarded in accordance with Section
6.1(b)(11)(2) or pursuant to the terms of any Parent Compensation Commitment as
in effect on the date of this Agreement or as amended in accordance with or as
permitied by this Agreement, (2) the issuance, subject to Section 6.1(b)(vi), of
additional Parent Stock Options, Parent Performance Shares, Parent Restricted
Shares, Parent Dividend Equivalents, Directors” Units, Parent Deferred Shares
and other securities as set forth on Item 6.1(b)(i1){(2) of the Parent Letter, (3) the
issuance of Parent Shares pursuant to the Parent ESPP and the Parent DRIP, (4)
issuances by a direct or indirect Subsidiary of Parent of its Capital Stock to its
parent and (5) the issuance of Parent Phantom Shares, issue, deliver, pledge,
encumber, sell, dispose of or grant (A) any of its Capital Stock or any Capital
Stock in any of its direct or indirect Subsidiaries, (B) any Parent Voting Debt,
Parent Stock Equivalents or other voting securities, (C) any securities convertible
into or exchangeable for, or any options, warrants or rights to acquire, any Capital
Stock referred to in clause (A), Parent Voting Debt, Parent Stock Equivalents,
voting securities or convertible or exchangeable securities or (D) any “phantom”
stock, “phantom” stock rights, stock appreciation rights or stock-based
performance units;
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(iii) amend the Amended and Restated Articles of Incorporation of Parent
other than to increase Parent’s authorized capital stock;

{(iv) amend the Amended and Restated By-laws of Parent or amend the
certificate of incorporation, by-laws or other comparable charter or organizational
documents of any Subsidiary of Parent, except for such amendments that do not
have an adverse effect on the Merger and that are not inconsistent with any of the
obligations of Parent hereunder;

(v) (A) acquire or agree to acquire 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) acquire or agree
to acquire any assets, other than in the ordinary course of business consistent with
past practice or pursuant to capital expenditures made in accordance with
Section 6.1(b)(x) or (C) make any investment in the Capital Stock of, or other
instrument convertible into or exchangeable for the Capital Stock of, any other
Person (other than direct or indirect Subsidiaries of Parent and investments by the
managers of Benefit Plans and nuclear decommissioning trusts in the ordinary
course of business consistent with past practice) and other than, in the case of
clauses (A) through (C), acquisitions of assets and investments in Persons that are
not greater than $10 million individually or $50 million in the aggregate in any
consecutive 12 month period (including the value of any indebtedness assumed);
provided, however, that Parent shall not be permitted hereunder to acquire or
agree to acquire any asset or to make any investment in any Person to the extent
such agreement, acquisition or investment would reasonably be expected to have
an adverse effect on the ability of Parent or the Company to obtain any Parent
Required Statutory Approval or Company Required Statutory Approval,
respectively, or to delay by a material period the receipt thereof;

(vi) except to the extent required by applicable law or by the terms of any
Benefit Plan maintained by Parent, Parent Compensation Commitment 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 of its
Subsidiaries any increase in compensation or benefits or new incentive
compensation grants, except in the ordinary course of business consistent with
past practice (including, without limitation, annual salary and compensation
increases in respect of any fiscal year regardless of when such increases are
approved), {B) grant to any current or former employee, officer or director of
Parent or any of its Subsidiaries 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 Compensation Commitment with
any such current or former employee, officer or director, (D) establish, adopt,
enter into or amend in any material respect any collective bargaining agreement or
Benefit Plan, except, (1) with respect to any Benefit Plan maintained by Parent
that is a Qualified Plan, as may be required to facilitate or obtain a determination
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from the IRS that such Benefit Plan is a Qualified Plan and (2) with respect to the
collective bargaining agreements set forth on Item 6.1{b}Yvi}D)(2) of the Parent
Letter, renewing such collective bargaming agreements at their expiration on
terms substantially similar to their current respective terms 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 past practice, under any collective bargaining
agreement, Benefit Plan or Parent Compensation Commitment; provided,
however, that notwithstanding anything in this Section 6.1(b)(vi) to the contrary,
the foregoing shall not restrict Parent or its Subsidiaries from entering into or
making availabie to newly hired officers and employees or 1o 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 available to newly
hired or promoted officers and employees;

(vil) make any material change in accounting methods, principles or
practices except as required by generally accepted accounting principles or by
Parent’s independent auditors;

(viii) sell, lease (as lessor), license or otherwise dispose of or subject to
any Lien (other than Liens as required by after acquired property covenants in
Contracts evidencing Parent Indebtedness and Liens created in connection with
the refinancing of Parent Indebtedness in accordance with Section 6.1(b)(ix) that
are no less favorable to Parent and its Subsidiaries than those Liens that were
created in connection with the Parent Indebtedness that is being refinanced) any
properties or assets that are material, individually or in the aggregate, to Parent
and its Subsidiaries, taken as a whole, other than sales of excess or obsolete assets
in the ordinary course of business consistent with past practice and except to the
extent necessary to obtain the Parent Required Statutory Approvals and the
Company Required Statutory Approvals;

(ix) except in the ordinary course of business consistent with past
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 of its Subsidiaries,
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 (1) in connection with a refinancing on commercially
reasonable terms and borrowings under revolving credit agreements or similar
credit facilities in effect on the date hereof (or under any extensions or
replacements thereof) in accordance with their terms, (2) indebtedness incurred by
any Subsidiary of Parent under any loan permitted by clause (B) and (3) the
assumption of indebtedness in connection with an acquisition or investment made
pursuant to Section 6.1(b)(v) or (B) make any loans, advances or capital
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contributions to, or investments in, any other Person, other than to or in Parent or
any Subsidiary of Parent;

(x) make or agree to make any new capital expenditure or expenditures
other than (A) expenditures in accordance with [tem 6.1(b)(x) of the Parent Letter,
(B) expenditures that do not exceed $15 million individually or $300 million in
the aggregate in any consecutive 12 month period and (C) expenditures 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, in which case, to the extent
permissible under applicable law, Parent shall consult with the Company prior to
making or agreeing to make any such expenditure;

(xi) engage in any activities which would cause a change in Parent’s
status under PUHCA,;

(xii) enter into any Power Agreement other than any Power Agreement
entered into in the ordinary course of business that does not exceed (1) a notional
value of purchase and/or sale energy commitments of $300 million, (2} a fixed
notional value of purchase and/or sale of capacity of $25 million, (3) a notional
value for the underlying sale of options of $100 million and (4) a notional value
for the aggregate premiums paid in a calendar year for the purchase of options of
$50 million unless Parent consults with the Company regarding such Power
Agreement and Parent has obtained the prior written consent of the Company to
such Power Agreement or such Power 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 or delayed, it being understood
that in such consultation process the Company and Parent shall comply with all
applicable laws and any applicable confidentiality or similar third party
agreement,

(xiii) amend or modify the Parent Trading Guidelines in a manner that
results in such Parent Trading Guidelines being less restrictive than the Parent
Trading Guidelines in effect on the date hereof or, other than in the ordinary
course of business consistent with past practice, terminate the Parent Trading
Guidelines; provided that, in the case of any such termination new Parent Trading
Guidelines are adopted that are at least as restrictive as the Parent Trading
Guidelines in effect on the date hereof or take any action that violates the Parent
Trading Guidelines or cause or permit the Net Parent Position to be outside the
risk parameters set forth in the Parent Trading Guidelines; and if at any time the
Net Parent Position becomes outside the risk parameters set forth in the Parent
Trading Guidelines due to a move in market prices then action will be taken to
bring the Net Parent Position back inside the parameters as is required by the
Parent Trading Guidelines;

(xiv) take any action that would, individually or in the aggregate, (A)
reasonably be expected to cause the Parent Indebtedness or other obligations
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under which ENEH or any Subsidiary of ENEH is the obligor or any indebtedness
for borrowed money or other obligations of any Person to be recourse to the
Parent or any of its Subsidiaries other than ENEH and the Subsidiaries of ENEH
or would reasonably be expected to make it necessary for Parent or any of its
Subsidiaries (other than ENEH and its Subsidiaries) to make any capital
contributions or pay cash, or incur a liability or provide property or services, in
order to enable ENEH and its Subsidiaries to operate in the ordinary course;

(xv) adopt a plan of complete or partial liquidation or a dissolution or
resolutions providing for or authorizing such a liquidation or dissolution,
restructuring, recapitalization or reorganization; or

(xvi) commit or agree to take any of, the foregoing actions.

Section 6.2 No Solicitation. (a) From the date hereof until the earlier of the Effective
Time or the date on which this Agreement is terminated in accordance with the terms hereof, the
Company shall not, nor shall it permit any of its Subsidiaries to, nor shall it or its Subsidiaries
authorize or permit any of their respective officers, directors, employees, representatives or
agents to, directly or indirectly, (i) solicit, initiate or knowingly encourage or facilitate (including
by way of furnishing non-public information) any inquiries regarding, or the making of any
proposal which constitutes or that may reasonably be expected to lead to, any Takeover Proposal,
(ii) enter into any letter of intent or agreement related to any Takeover Proposal (each, an
“Acquisition Agreement”) or (iii) participate in any discussions or negotiations regarding, or take
any other action to facilitate any inquiries or the making of any proposal that constitutes, or that
may reasonably be expected to lead to, any Takeover Proposal; provided, however, that if, at any
time after the date hereof and prior to the Company Sharcholders Meeting the Company receives
an unsolicited bona fide written Takeover Proposal from any third Person that in the reasonable
good faith judgment of the Company’s Board of Directors constitutes a Superior Proposal and
the Board of Directors of the Company determines in its reasonable good faith judgment, after
consultation with outside counsel, that it would be required to do so by its fiduciary duties under
applicable law, the Company may, in response to such Superior Proposal, (x) furnish information
with respect to the Company to any such Person pursuant to a confidentiality agreement no more
favorable to such Person than the Confidentiality Agreement is to Parent and (y) participate in
negotiations with such Person regarding such Superior Proposal if (A) prior to furnishing such
non-public information to, or entering into discussions or negotiations with, such third Person the
Company or any of its Subsidiaries provides at least three business days advance written notice
to Parent of the identity of the third Person making, and the proposed terms and conditions of,
such Superior Proposal and a copy of all written materials delivered by such third Person to the
Company or any of its Subsidiaries, (B) the Company shall have provided to Parent a copy of all
written materials delivered to the third Person making the Superior Proposal in connection with
such Superior Proposal and made available to Parent all materials and information made
available to the third Person making the Superior Proposal in connection with such Superior
Proposal and (C) the Company shall have fully complied with this Section 6.2. For purposes of
this Agreement, “Takeover Proposal™ means any inquiry, proposal or offer from any Person
(other than Parent and its Affiliates) relating to any direct or indirect acquisition or purchase of
20% or more of the assets of the Company and its Significant Subsidiaries or 20% or more of the
voting power of the Capital Stock of the Company or the Capital Stock of any of its Significant
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Subsidiaries then outstanding, any tender offer or exchange offer that if consummated would
result in any Person beneficially owning 20% or more of the voting power of the capital stock of
the Company or the Capital Stock of such Subsidiaries then outstanding, or any merger,
consolidation, business combination, recapitalization, liquidation, dissolution or similar
transaction involving the Company or any of its Significant Subsidiaries, other than the
transactions with Parent contemplated by this Agreement. For purposes of this Agreement, a
“Superior Proposal” means any unsolicited bona fide written offer made by any Person (other
than Parent and its Affiliates) to acquire, directly or indirectly, for consideration consisting of
cash and/or securities, more than 50% of the voting power of the capital stock of the Company
then outstanding or all or substantially all the assets of the Company and otherwise on terms
which the Board of Directors of the Company determines in its reasonable good faith judgment
(after consultation with its financial advisors) to be more favorable, from a financial point of
view, to the Company’s shareholders than the Merger (and any revised proposal made by
Parent), which is not conditioned on any financing and which is reasonably likely to receive all
required governmental approvals in the form of Final Orders prior to the End Date and is
otherwise reasonably capable of being completed on the terms proposed (taking into account the
ability to deliver any consideration to be paid in connection with such transaction).

(b) Except as set forth in Section 9.1{e}, neither the Board of Directors of the
Company nor any committee thereof shall (i) withdraw, qualify or modify, or propose to
withdraw, qualify or modify, in a manner adverse to Parent, the approval by such Board of
Directors of the Merger and this Agreement or the recommendation by such Board of Directors
of this Agreement or such Board of Directors declaration that this Agreement and the Merger are
advisable and fair to, and in the best interests of, the Company and its shareholders, or take any
other action or make any other statement in connection with the Company Shareholders Meeting
inconsistent with such recommendation, approval or declaration, (ii) approve or recommend, or
propose to approve or recommend, any Takeover Proposal or (iii} authorize or permit the
Company or any of its Subsidiaries to enter into any Acquisition Agreement.

(¢) Nothing contained in this Section 6.2 shall prohibit the Company from
complying with Rules 14d-9 or 14e-2 promulgated under the Exchange Act with respect to a
Takeover Proposal; provided, however, that compliance with such rules shall not in any way
limit or modify the effect that any action taken pursuant to such rules has under any other
provision of this Agreement, including Section 9.1(d).

(d) The Company agrees that it and its Subsidiaries shall, and the Company shall
direct and cause its and its Subsidiaries’ respective officers, directors, employees, representatives
and agents to, immediately cease and cause to be terminated any activities, discussions or
negotiations with any Persons with respect to any Takeover Proposal. The Company agrees that
it will notify Parent in writing as promptly as practicable (and in any event within 18 hours) after
any Takeover Proposal is received by, any information is requested from, or any discussions or
negotiations relating to a Takeover Proposal are sought to be initiated or continued with, the
Company, its Subsidiaries, or their officers, directors, employees, representatives or agents. The
notice shall indicate the name of the Person making such Takeover Proposal or taking such
action, the material terms and conditions of any proposals or offers and a copy of all written
materials delivered by such Person making the Takeover Proposal to the Company or any of its
Subsidiaries, and thereafter the Company shall keep Parent informed, on a current basis, of the
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status and materials terms of any such proposals or offers and the status of any such discussions
or negotiations and provide Parent with copies of all written materials delivered by such Person
making the Takeover Proposal to the Company or any of its Subsidiaries. The Company also
agrees that it will promptly request each Person that has heretofore executed a confidentiality
agreement in connection with any Takeover Proposal to return or destroy all confidential
information heretofore furnished to such Person by or on behalf of it or any of its Subsidiaries.

Section 6.3 Third Party Standstill Agreements. During the period from the date of this
Agreement through the Effective Time, the Company shall enforce and shall not terminate,
amend, modify or waive any standstill or employee non-solicitation provision of any
confidentiality, standstill, employee non-solicitation or similar agreement between the Company
and any other Persons which relates to any transaction that could constitute a Takeover Proposal
or that has as a counterparty any Person other than Parent. During such period, the Company
agrees to enforce, 1o the fullest extent permitted under applicable law, the provisions of any such
agreements, including using its reasonable best efforts to obtain injunctions to prevent any
threatened or actual breach of such agreements and to enforce specifically the terms and any
provision thereof in any court of the United States or any state thereof having jurisdiction.

Section 6.4 Disclosure of Certain Matters; Delivery of Certain Filings. (a) The
Company shall promptly advise Parent orally and in writing if, to the Knowledge of the
Company, there exists a material breach of a representation or warranty made by the Company
contained herein or if there oceurs, to the Knowledge of the Company, any change or event
which results in the executive officers of the Company having a good faith belief that such
change or event has resulted in, or is reasonably likely to result in, a material breach of a
representation or warranty made by the Company contained herein. Parent shall promptly advise
the Company orally and in writing, to the Knowledge of Parent, if there exists a material breach
of a representation or warranty made by Parent contained herein or if there occurs, to the
Knowledge of Parent, any change or event which results in the executive officers of Parent
having a good faith belief that such change or event has resulted in, or is reasonably likely to
result in, a material breach of a representation or warranty made by Parent contained herein. The
Company shall provide to Parent, and Parent shall provide to the Company, copies of all filings
made by the Company or Parent, as the case may be, with any Governmental Entity in
connection with this Agreement and the transactions contemplated hereby.

(b) To the extent permitted by applicable law, the Company shall, and shall cause
its Subsidiaries to, promptly notify Parent in writing of (i) any written communications with or
notice from any taxing authority relating to any Listed Transaction (excluding information
document or similar requests from any taxing authority) or (ii) any material change in the
appraised value of any property leased pursuant to a Leveraged Lease. To the extent permitted
by applicable law, the Company shall not, and shall not permit its Subsidiaries or any of their
respective officers, employees or other representatives or agents to participate in any formal
discussions or negotiations with any taxing authority related to the foregoing, unless, in each
case, it consults with Parent in advance of such discussions or negotiations.

(c) To the extent permitted by applicable law, Parent and the Company shall, and
shall cause their respective Subsidiaries to, promptly notify the Company or Parent, as the case
may be, of any written communication with or notice from any taxing authority relating to any
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material Tax audit or examination relating to any Parent Material Taxes or Company Material
Taxes, as the case may be (excluding information document or similar requests from any taxing
authority), any extension of any statute of limitations relating to Parent Material Taxes or
Company Material Taxes, as the case may be or any change in method of accounting relating to
Parent Material Taxes or Company Material Taxes, as the case may be.

(d) To the extent permitted by applicable law, each of the parties shall, and shall
cause its Subsidiaries to, consult with the other party with respect to negotiations relating to the
renewal of any collective bargaining agreement. No consultation in accordance with this Section
6.4(d) shall be deemed to be a consent by either party to any action proposed by the other party
with respect to renewal of a collective bargaining agreement.

Section 6.5 Reorganization. During the period from the date of this Agreement through
the Effective Time, unless the other party shall otherwise agree in writing, none of Parent, the
Company or any of their respective Subsidiaries shall take or fail to take any action which action
or failure would, to its Knowledge, jeopardize the qualification of the Merger as a
“reorganization” within the meaning of Section 368(a) of the Code.

Section 6.6 Rate Matters. To the extent permitted by applicable law, the Company and
Parent shall, and shall cause each of its Subsidiaries to, deliver to Parent or the Company, as the
case may be, a copy of each principal filing or agreement related to its generally applicable rates,
charges, standards of service, accounting or regulatory policy which could lead to a material
change in any of those areas as soon as practicable and in any event no later than five business
days prior to the filing or execution thereof so that Parent or the Company, as the case may be,
may comment thereon. Except as set forth on Item 6.6 of the Company Letter or Item 6.6 of the
Parent Letter, as the case may be, the Company and Parent shall, and shall cause its Subsidiaries
to, make all such filings only in the ordinary course of business consistent with past practice or
as required by a Governmental Entity or regulatory agency with appropriate jurisdiction or under
existing settlement agreements to which the Company or Parent, as the case may be, is a party.

ARTICLE VII
ADDITIONAL AGREEMENTS

Section 7.1 Employee Benefits; Workforce Matters. (a) From and after the Effective
Time, Parent shall, or shall cause one of its Subsidiaries to, 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 to
which the Company or one of its Subsidiaries is a party and is set forth on Item 4.13(a) of the
Company Letter. Nothing in this Section 7.1(a) shall be interpreted to prevent Parent or any of
its Subsidiaries 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 each applicabie collective
bargaining agreement, Compensation Commitments and Benefit Plan, and except as provided in
Section 7.2, Parent shall, or shall cause one of its Subsidiaries to, assume, maintain in effect,
honor and perform in accordance with their respective terms (as in effect on the date of this
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Agreement or as amended or established in accordance with or as permitted by this Agreement)
each Benefit Plan and Compensation Commitment listed on [tem 4.12(a) of the Company Letter
and in effect on the date of this Agreement (or established as permitted by this Agreement), with
respect to the current and former employees, officers or directors of the Company and its
Subsidiaries who are covered by such plans or commitments immediately prior to the Effective
Time. Nothing in this Section 7.1(b) shall be interpreted to limit any reserved right contained in
any such Benefit Plan or Compensation Commitment to amend, modify, suspend, revoke or
terminate any such plan or commitment in accordance with its terms.

(c¢) Following the Effective Time, Parent shall continue to provide to individuals
who are employed by the Company and its Subsidiaries as of the Effective Time who remain
employed with Parent or any of its Subsidiaries after the Effective Time (“Affected
Emplovees™), for so long as such Affected Employees remain employed by Parent or any of its
Subsidiaries, employee benefits (i) pursuant to the Benefit Plans maintained by the Company
immediately prior to the Effective Time (which are maintained by Parent or one of its
Subsidiaries after the Effective Time in accordance with Section 7.1(b)) or (ii} pursuant to
Benefit Plans maintained by Parent or any of its Subsidiaries providing coverage and benefits
which, in the aggregate, are no less favorable than those provided to employees of Parent in
positions comparable to positions held by Affected Employees with Parent or its Subsidiaries
from time to time after the Effective Time.

(d) Each Affected Employee who becomes eligible to participate in a Benefit
Plan maintained by Parent or any of its Subsidiaries 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 such
Benefit Plan for service credited for the corresponding purpose under any Benefit Plan listed on
Item 4.12(a) of the Company Letter; provided, however, that such crediting of service shall not
operate to cause any such plan to fail to comply with the applicable provisions of the Code or
ERISA.

(e) Each Benefit Plan maintained by Parent or any of its Subsidiaries which is a
welfare benefit plan, and in which Affected Employees become eligible to participate, shall take
into account for purposes of determining an Affected Employee’s deductibles and out-of-pocket
limits thereunder expenses previously incurred by the Affected Employee during the same year
while participating in any other such Benefit Plan listed on Item 4.12(a) of the Company Letter
and shall waive any waiting periods and restrictions and limitations for pre-existing conditions
{or evidence of insurability requirements, in the case of life insurance plans) provided therein for
any Affected Employee to the extent not applicable to the participant in any other such Benefit
Plan listed on [tem 4.12(a) in which the Affected Employee participated immediately prior to
participating in the Benefit Plan maintained by Parent or any of its Subsidiaries.

(f) Each Benefit Plan maintained by Parent or any of its Subsidiaries which is a
cafeteria plan under Section 125 of the Code, and in which any Affected Employee becomes
eligible to participate, shall cause credits and debits for a plan year in respect of any such
Affected Employee participating in a Benefit Plan listed on ltem 4.12(a) of the Company Letter
which is a cafeteria plan under Section 125 of the Code to be transferred to and maintained in
such Benefit Plan maintained by Parent or any of its Subsidiaries in which such Affected
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Employee may subsequently participate during the same year. Nothing contained in this Section
7.1(f) shall be deemed to constitute an employment Contract between Parent or any Subsidiary
of Parent and any individual, or a waiver of Parent’s or any its Subsidiaries’ right to discharge
any employee at any time, with or without cause.

(g) Following the Effective Time, subject to the terms of this Agreement,
applicable law and applicable collective bargaining agreements: (i) the Surviving Corporation
will, in good faith and consistent with business needs, consider reductions in work force in a fair
and equitable manner and in light of the circumstances and the objectives to be achieved, giving
consideration to previous work history, job experience and qualifications and (i) all employees
of the Surviving Corporation shall be entitled to fair and equitable consideration in connection
with any job opportunities with the Surviving Corporation and its Subsidiaries, in each case
without regard to whether employment prior to the Effective Time was with the Company and its
Subsidiaries or Parent and its Subsidiaries.

(k) Nothing contained in this Section 7.1 shall be deemed to constitute an
employment Contract between Parent or any Subsidiary of Parent and any individual, or a waiver
of Parent’s or any of its Subsidiaries’ right to discharge any employee at any time, with or
without cause. Nothing in this Section 7.1 or elsewhere in this Agreement (other than
Section 7.9) is intended to confer upen any Person other than the parties hereto any rights or
remedies hereunder. Other than as provided in Section 7.9, nothing herein expressed or implied
shall confer upon any employee of the Company or its Subsidiaries or Parent or its Subsidiaries,
or upon any legal representative of such employee, or upon any collective bargaining agent, any
rights or remedies, including any right to employment or continued employment of any specified
period, of any nature or kind whatsoever under or by reason of this Agreement. Nothing in this
Agreement shall be deemed to confer upon any Person (nor any beneficiary thereof) any rights
under or with respect to any plan, program, or arrangement described in or contemplated by this
Agreement, and each Person (and any beneficiary thereof) shall be entitled to look only to the
express terms of any such plan, program or arrangement for his or her rights thereunder.

Section 7.2 Options. (a) At the Effective Time, each Company Stock Option which is
outstanding immediately prior to the Effective Time pursuant to Company Stock Option Plans
shall become and represent an option to purchase the number of Parent Shares (a “Substitute
Option™) (decreased to the nearest full share) determined by multiplying (i) the number of shares
of Company Common Stock subject to such Company Stock Option immediately prior to the
Effective Time by (ii) the Exchange Ratio, at an exercise price per Parent Share (rounded up to
the nearest cent) equal to the exercise price per share of Company Common Stock under such
Company Stock Option immediately prior to the Effective Time divided by the Exchange Ratio.
After the Effective Time, except as provided in this Section 7.2, each Substitute Option shall be
exercisable upon the same terms and conditions as were applicable under the related Company
Stock Option immediately prior to or at the Effective Time. The Company shall take all
necessary action to implement and make effective the provisions of this Section 7.2.

(b) Subject to Section 7.2(a), as of the Effective Time, all Company Stock-Based
Awards whether vested or unvested, shall cease to represent a right or award with respect to
shares of Company Common Stock and shall be converted into a right or award with respect to
Parent Shares (an “Assumed Stock-Based Award”) on the same terms and conditions as were
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applicable under the Company-Stock Based Awards, including all repurchase and forfeiture
rights held by the Company. The number of Parent Shares subject to each Assumed Stock-Based
Award shall be equal to the number of shares of Company Common Stock subject to such
Company Stock-Based Award immediately prior to the Effective Time multiplied by the
Exchange Ratio (decreased to the nearest full share). All dividend equivalents and Company
Cash Awards credited to the account of each holder of a Company Stock-Based Award as of the
Effective Time shall remain credited to such holder’s account immediately following the
Effective Time, subject to adjustment in accordance with the foregoing. All Unvested
Restrictions, including all repurchase and forfeiture rights held by the Company, with respect to
each Company Stock-Based Award and each Company Cash Award shall be and hereby are
assigned as of the Effective Time to Parent, and the Assumed Stock-Based Awards and
Company Cash Awards shall continue 1o be subject to the same Unvested Restrictions which
applied to such Company Stock-Based Award or Company Cash Award immediately prior to the
Effective Time, after giving effect to any acceleration, lapse or other vesting occurring by
operation of the Merger. The Company shall take all actions necessary to ensure that, from and
after the Effective Time, the Surviving Corporation (or its assignee) shall be entitled to exercise
the rights held by the Company immediately prior to the Effective Time with respect to all
Unvested Restrictions. For purposes of this Agreement, (i) “Company Cash Award” means any
award granted under the Company Stock Plans or otherwise other than Company-Stock Based
Awards and (ii) “Unvested Restrictions™ means all repurchase, cancellation, forfeiture, vesting
and other conditions or restrictions applicable to a Company Stock-Based Award or a Company
Cash Award.

(c) After the Effective Time, the Surviving Corporation shall file a registration
statement on Form S-8 under the Securities Act covering the Parent Shares issuable upon the
exercise of Substitute Options, and will maintain the effectiveness of such registration, and the
current status of the prospectus contained therein, until the exercise or expiration of such
Substitute Options.

(d) Prior to the Effective Time the Company shall cause the Company ESPP and
all rights thereunder to be suspended immediately following the close of the Investment Period
(as such term is defined in the Company ESPP) ending immediately prior to the Effective Time,
with the effect of such suspension being that no offering period and no Investment Period shall
commence or continue under such plan during the period of such suspension. Prior to the
Effective Time, the Company shall cause the Company DRIP and all rights thereunder to be
suspended immediately following the close of the Investment Period (as defined in the Company
DRIP) ending immediately prior to the Effective Time, with the effect of such suspension being
that no offering period and no Investment Period shall commence or continue under such plan
during the period of such suspension. Prior to the Effective Time, the Company shall cause the
Company Thrift Plan and Company Employee Savings Plan to be amended to suspend
investments in the Company Common Stock Fund and Non-ESOP Company Common Stock
Fund (as defined therein, respectively) effective as of the last business day prior to the Effective
Time.

Section 7.3 Sharcholder Approval; Preparation of Proxy Statement; Other Actions.
(a) As soon as practicable following the date of this Agreement, each of the Company and

Parent will duly call, give notice of, convene and hold meetings of their respective shareholders
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{(including any adjournments or postponements thereof, the “Company Shareholders Meeting”
and the “Parent Shareholders Meeting,” respectively, and collectively, the “Shareholders
Meetings™) for the purpose, in the case of the Company, of the holders of Company Common
Stock duly approving this Agreement (“Company Shareholder Approval”) and, in the case of
Parent, of the holders of Parent Shares duly approving the issuance of Parent Shares in the
Merger (“Parent Shareholder Approval™). Parent and the Company will use their reasonable best
efforts to hold the Parent Shareholders Meeting and the Company Shareholders Meeting on the
same date. The Company shall, through its Board of Directors (but subject to the right of the
Company’s Board of Directors to terminate this Agreement as set forth in Section 9.1(e))
recommend to its shareholders that the Company Shareholder Approval be given. Subject to the
remainder of this Section 7.3(a), Parent shall, through its Board of Directors, recommend to its
shareholders that the Parent Shareholder Approval be given. Parent shall not withdraw, qualify
or modify, or propose to withdraw, qualify or modify, in a manner adverse to the Company, the
approval by such Board of Directors of the Parent Share Issuance, the Merger and this
Agreement or the recommendation by such Board of Directors of the Parent Share Issuance or
such Board of Directors’ declaration that this Agreement and the Merger are advisable and fair to
and in the best interest of, Parent and its shareholders except to the extent the Board of Directors
of Parent determines in its reasonable good faith judgment that the making of, or the failure to
withdraw, qualify or modify such recommendation would violate the fiduciary duties of such
Board of Directors of Parent under applicable law. Parent shall not take any of the actions set
forth in the preceding sentence at any time after the Parent Sharcholders Meeting.

(b) The Company and Parent shall promptly prepare and file with the SEC the
Proxy Statement and Parent shall prepare and file with the SEC the Registration Statement which
will include the Proxy Statement as a prospectus. Each of the Company and Parent shall use its
reasonable best efforts to have the Registration Statement declared effective under the Securities
Act as promptly as practicable after such filing. As promptly as practicable after the Registration
Statement shall have become effective, each of Parent and the Company shall distribute the
Proxy Statement to ifs respective shareholders,

(¢} No filing of, or amendment or supplement to, the Registration Statement or
the Proxy Statement (other than filings of Annual Reports on Form 10-K, Quarterly Reports on
Form 10-Q and Current Reports on Form 8-K) will be made by Parent or the Company without
providing the other party the opportunity to review and comment thereon. Parent will advise the
Company, promptly after it receives notice thereof, of the time when the Registration Statement
has become effective or any supplement or amendment has been filed, the issuance of any stop
order, the suspension of the qualification of the Parent Shares issuable in connection with the
Merger for offering or sale in any jurisdiction, or any request by the SEC for amendment of the
Registration Statement or comments thereon and responses thereto or requests by the SEC for
additional information. If at any time prior to the Effective Time any information relating to
Parent or the Company, or any of their respective Affiliates or officers or directors, should be
discovered by Parent with respect to Parent or any of its Subsidiaries or any of its Affiliates,
officers or directors or the Company with respect to the Company or any of its Subsidiaries or

any of its Affiliates, officers or directors which should be set forth in an amendment or

supplement to any of the Registration Statement or the Proxy Statement, so that any of such
documents would not inciude any misstatement of a material fact or omit to state any material
fact necessary to make the statements therein, in light of the circumstances under which they
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were made, not misleading, the party which discovers such information shall promptly notify the
other parties hereto and an appropriate amendment or supplement describing such information
shall be promptly filed with the SEC and, to the extent required by law, disseminated to the
shareholders of Parent and the Company.

(d) Each of the Company and Parent shall use reasonable best efforts to cause to
be delivered a letter of its independent auditors, dated the date two business days prior to the date
on which the Registration Statement shall become effective.

Section 7.4 Access to Information; Transition. (a} Upon reasonable notice and subject
to the terms of the Confidentiality Agreement, dated as of August 12, 2004, between the
Company and Parent, as the same may be amended, supplemented or modified (the
“Confidentiality Agreement”) and applicable laws relating to the exchange of information, each
of the Company and Parent shall, and shall cause each of its respective Subsidiaries to, afford to
the other party, and its respective officers, employees, accountants, counsel and other
representatives all reasonable access, during normal business hours during the period prior to the
Effective Time, 1o all their respective properties, books, contracts, commitments and records and,
during such period, each of the Company and Parent shall (and shall cause each of its respective
Subsidiaries to) make available to the other party or its designated advisors (i) a copy of each
report, schedule, registration statement and other document filed or received by it during such
period pursuant to the requirements of the federal or state securities laws or the federal Tax laws
and (ii) all other information concerning its business, properties and personnel as the other party
may reasonably request. After the date hereof, each of the Company or Parent, as the case may
be, shall promptly deliver to Parent or the Company, as the case may be, copies of any written
notifications it has receives after the date hereof of a (i) “reportable condition” or (ii) “material
weakness” in the Company’s or Parent’s, as the case may be, internal controls.

(b} Promptly after the date hereof, Parent and the Company will establish a
transition team (the “Transition Team™), the chair of which will be Parent’s Executive Vice
President and General Counsel (the “Transition Chairperson™} or such other person designated
by Parent’s Chief Executive Officer and the other members of which (the “Transition
Coordinators”) shall consist of 10 other representatives of Parent and 10 representatives of the
Company, or such number as the Chief Executive Officers of Parent and the Company agree,
designated by the Transition Chairperson and approved by the Chief Executive Officer (or his
designee) of each of Parent and the Company. The Transition Chairperson will assign areas of
responsibility to the Transition Coordinators. The parties shall instruct the Transition
Coordinators, subject to the terms of the Confidentiality Agreement and applicable laws relating
to the exchange of information, to facilitate the collection and exchange of information
concerning the business, operations, capital spending and budgets and financial resuits of Parent
and the Company to the extent necessary to identify ways in which the operations of Parent and
the Company can be consolidated, coordinated and/or otherwise enhanced following the
Effective Time. Prior to the Effective Time, the Transition Team will also coordinate any
discussions with lenders or rating agencies in connection with the transactions contemplated by
this Agreement or relating to the operations of Parent and the Company following the Effective
Time. The Transition Coordinators will provide the Transition Chairperson with periodic
reports, subject to applicable laws relating to the exchange of information, on the findings of the
Transition Team and will meet periodically in person with the Transition Chairperson to brief the
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Transition Chairperson on the activities and recommendations of the Transition Team, business
developments and pending material business plans and decisions at each of Parent and the
Company. If, at any time, after consultation with the Chairperson of the Transition Team, the
taking of any action or failure to take an action is not agreed to by at least a majority of the
representatives designated by each of Parent and the Company, the Transition Chairperson,
together with at least one dissenting Transition Team member, shall consult with the Chief
Executive Officer of each of Parent and the Company with respect thereto.

(c) No investigation or exchange of information or other action pursuant fo this
Section 7.4 shall be deemed to modify any representation or warranty made by any party to this
Agreement. In the event of a termination of this Agreement for any reason permitted hereby,
each party shall promptly return or destroy, or cause to be returned or destroyed, all nonpublic
information obtained from the other party or any of its Subsidiaries.

(d) In the event of a Parent Acquisition Transaction or the entrance into a
definitive agreement providing for a Parent Acquisition Transaction during the period in which
the Company is permitted to terminate this Agreement pursuant to Section 9.1(j) Parent shall
promptly provide such information to the Company with respect to such Parent Acquisition
Transaction or agreement as the Company shall reasonably request in order to evaluate the
Parent Acquisition Transaction; provided, however, that the right of the Company to receive
such information shall be subject to any confidentiality agreement applicable to the information.

Section 7.5 Fees and Expenses. Except as provided in this Section 7.5 and Section 9.2,
all fees and expenses incurred in connection with the Merger, this Agreement and the
transactions contemplated hereby shall be paid by the party incurring such fees or expenses,
whether or not the Merger is consummated; provided, however, that Parent and the Company
shall share equally all fees and expenses of Booz Allen Hamilton Inc. and (other than attorneys’
and accounting fees and expenses) incurred in relation to the printing and filing of the Proxy
Statement (including any related preliminary materials) and the Registration Statement
(including financial statements and exhibits) and any amendments or supplements thereto.

Section 7.6 Public Announcements;: Emplovee Communications. Parent and the
Company will consult with each other before issuing any press release or otherwise making any

public statements with respect to the transactions contemplated by this Agreement 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, fiduciary duties or by obligations pursuant o any listing
agreement with any national securities exchange.

Section 7.7 Transfer Taxes. The Company and Parent shall cooperate in the preparation,
execution and filing of all returns, questionnaires, applications or other documents regarding any
real property transfer or gains, sales, use, transfer, value added, stock transfer and stamp Taxes,
any transfer, recording, registration and other fees and any similar Taxes which are the liability
of the Company or Parent under applicable law in connection with the transactions contemplated
by this Agreement (together with any related interest, penalties or additions to Tax, “Transfer
Taxes™).
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Section 7.8 State Takeover Laws. [fany “fair price” or “control share acquisition”™
statute or other similar statute or regulation shall become applicable to the transactions
contemplated hereby, Parent and the Company and their respective Boards of Directors shalil use
their reasonable best efforts to grant such approvals and take such actions as are necessary so that
the transactions contemplated hereby may be consummated as promptly as practicable on the
terms contemplated hereby and otherwise act to minimize the effects of any such statute or
regulation on the transactions contemplated hereby.

Section 7.9 Indemnification: Directors and Officers Insurance. (a) The Surviving
Corporation agrees that all rights to indemnification and exculpation from liabilities for acts or
omissions occurring at or prior to the Effective Time now existing in favor of the current or
former directors, officers, employees, agents or fiduciaries under benefit plans currently
indemmnified by the Company and its Subsidiaries (each an “Indemnified Person™), as provided in
their respective certificates of incorporation, by-laws (or comparable organizational documents)
or other agreements providing indemnification, shall survive the Merger and shall continue in
full force and effect in accordance with their terms. In addition, from and after the Effective
Time, Indemnified Persons who become directors, officers, employees or fiduciaries under
benefit plans of the Surviving Corporation will be entitled to the indemnity rights and protections
afforded to directors, officers, employees and fiduciaries under benefit plans of the Surviving
Corporation. Without limiting the generality of the preceding sentence, in the event that any
Indemnified Person becomes involved in any actual or threatened action, suit, claim, proceeding
or investigation covered by this Section 7.9 after the Effective Time, the Surviving Corporation
shall promptly advance to such Indemnified Person his or her legal and other expenses (including
the cost of any investigation and preparation incurred in connection therewith), subject to the
providing by such Indemnified Person of an undertaking to reimburse all amounts so advanced in
the event of a non-appealable determination of a court of competent jurisdiction that such
Indemnified Person is not entitled thereto.

(b) The Surviving Corporation shall purchase officers’ and directors’ liability
insurance with an insurer substantially comparable to the insurer under the Company’s current
policy of at least the same coverage and amounts, containing terms and conditions no less
favorable to the insured (“D&O Insurance”) for a period of no less than six years after the
Effective Time so long as the annual premium therefor is not in excess of 200% of the last
annual premium paid prior to the date hereof under the Company’s current policy (the “Current
Premium”); provided, however, that if the D&O Insurance is at an annual premium in excess of
200% of the Current Premium, then, unless the Board of Directors of the Surviving Corporation
approves a higher amount, the Surviving Corporation will obtain as much D&QO Insurance as can
be obtained for the remainder of such period for a premium of 200% (on an annualized basis) of
the Current Premium. Item 7.9 of the Company Letter sets forth the Current Premium.

(c) The provisions of this Section 7.9 are intended to be for the benefit of, and
shall be enforceable by, each Indemnified Person, his or her heirs and his or her personal
representatives and shall be binding on all successors and assigns of the Surviving Corporation
and the Company.

Section 7.10 Appropriate Actions; Consents; Filings. (a) The Company and Parent shall
cooperate with each other and use (and shall cause their respective Subsidiaries to use)
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reasonable best efforts to take or cause to be taken all actions, and do or cause to be done all
things, necessary, proper or advisable on its part under this Agreement and applicable laws to
consummate and make effective the Merger and the other transactions contemplated by this
Agreement as soon as practicable, including preparing and filing as promptly as practicable all
documentation to effect all necessary notices, reports and other filings and to obtain as promptly
as practicable all consents, registrations, approvals, permits and authorizations necessary or
advisable to be obtained from any third party and/or any Governmental Entity in order to
consummate the Merger or any of the other transactions contemplated by this Agreement,
including obtaining the Parent Required Statutory Approvals and the Company Required
Statutory Approvals in such a form that none of them would constitute a Burdensome Order.

(b) Notwithstanding anything to the contrary in Section 7.10(a), (i) except in
compliance with Section 7.10(d), neither the Company nor Parent shall nor shall either permit
any of its Subsidiaries to, without the prior written consent of the other party, divest or hold
separate or otherwise take or commit to take any action that limits its freedom or the freedom of
the other party, or after the Merger, the freedom of action of Parent or any of its Affiliates with
respect to its Subsidiaries or the Subsidiaries or any of the businesses, product lines or assets of
Parent, the Company or any of their respective Subsidiaries or Affiliates and (ii) neither Parent or
any of its Affiliates, nor the Company or any of its Affiliates shall be required to divest or hold
separate or otherwise take or commit to take any action that limits its freedom of action with
respect to its Subsidiaries, or the Subsidiaries or any of the businesses, product lines or assets of
Parent, the Company or any of their respective Subsidiaries or Affiliates, unless such action or
actions would not constitute a Burdensome Action.

(c) Subject to applicable laws relating to the exchange of information, Parent and
the Company shall have the right to review in advance, and to the extent practicable each will
consult the other on, all the material information relating to Parent or the Company, as the case
may be, and any of their respective Subsidiaries, that appear in any filing made with, or material
written materials submitted to, any third party and/or any Governmental Entity in connection
with the Merger and the other transactions contemplated by this Agreement. In exercising the
foregoing right, each of the Company and Parent shall act reasonably and as promptly as
practicable.

(d) (i) Promptly after the date hereof, Parent and the Company will establish a
regulatory approval team (the “Regulatory Approval Team”™), the chair of which will be Parent’s
Executive Vice President, Government & Environmental Affairs and Public Policy or such other
person as may be designated by Parent’s Chief Executive Officer (the “Regulatory Approval
Team Chairperson™), the vice-chair of which will be the Company’s Senior Vice President and
General Counsel or such other person as may be designated by the Company’s Chief Executive
Officer (the “Regulatory Approval Team Vice-Chair”) and the other members of which (the
“Regulatory Approval Coordinators™) shall consist of representatives designated by the Chief
Executive Officer of the Company (or his designee) (the “Company Reguiatory Approval
Coordinators”) and representatives designated by the Chief Executive Officer of Parent (or his
designee) (the “Parent Regulatory Approval Coordinators™), provided that there shall be one
more Parent Regulatory Approval Coordinator than Company Regulatory Approval Coordinator.
Subject to Section 7.10(d)(ii), the Regulatory Approval Team Chairperson and the Regulatory
Approval Team Vice-Chair will assign areas of responsibility to the Regulatory Approval
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Coordinators. Subject to the terms and conditions of this Agreement, the Regulatory Approval
Team will formulate the approach to be taken with respect to obtaining the Parent Required
Statutory Approvals and the Company Required Statutory Approvals and coordinate filings for
such approvals as set forth below. The primary responsibility for formulating the approach to be
taken with respect to obtaining the Parent Required Statutory Approvals and the Company
Required Statutory Approvals and all other approvals to be obtained from federal and foreign
Governmental Entities shall reside with the entire Regulatory Approval Team and not a
committee thereof.

CHI 3099(55+8

(ii) The Reguiatory Approval Team shall have an Illinois committee, a
Pennsylvania commitiee and a New Jersey committee (collectively, the “State
Committees”). The members of each State Committee shall be appointed by the
Regulatory Approval Team, with the Iilinois and Pennsylvania State Committees
and the New Jersey State Committee (i} being chaired by a Parent Regulatory
Approval Coordinator and a Company Regulatory Approval Coordinator,
respectively, and (if) consisting of at least a majority of members who are Parent
Regulatory Approval Coordinators or Company Regulatory Approval
Coordinators, respectively. The Illinois State Committee shall have primary
responsibility for formulating the approach to be taken with respect to obtaining
the Parent Required Statutory Approvals and the Company Required Statutory
Approvals from [llinois Governmental Entities. The Pennsylivania State
Committee shall have primary responsibility for formulating the approach to be
taken with respect to obtaining the Parent Required Statutory Approvals and the
Company Required Statutory Approvals from Pennsylvania Governmental
Entities. The New Jersey State Committee shall have primary responsibility for
formulating the approach to be taken with respect to obtaining the Parent
Required Statutory Approvals and the Company Required Statutory Approvals
from New Jersey Governmental Entities. Each Regulatory Approval Team
Committee shall report to, and shall consult on a regular basis, with the full
Regulatory Approval Team.

(iii) Neither the Company nor Parent, nor any of their respective
Subsidiaries nor any committee of the Regulatory Approval Team or any member
thereof or of the Regulatory Approval Team shall make or commit to make any
concessions, agreements or other undertakings with or to any Governmental
Entity or other Person in connection with obtaining the Parent Required Statutory
Approvals and the Company Required Statutory Approvals or otherwise
consurnmating the Merger and the other fransactions related to the Merger unless
such concession, agreement or undertaking has been approved by the Regulatory
Approval Team. If, at any time, the taking of any action or failure to take an
action is not agreed to by the Regulatory Approval Team Chairperson and the
Regulatory Approval Team Vice-Chair, they shall consult with the Chief
Executive Officer of each of Parent and the Company with respect thereto. If the
Chief Executive Officers do not agree with respect to any such action, the
Regulatory Approval Team, with respect to approvals to be obtained from federal
and foreign Governmental Entities or approvals not otherwise the responsibility of
a State Committee, and the applicable State Committee, with respect to approvals
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that are the responsibility of such State Committee, shall determine which of the
actions presented to the Chief Executive Officers shall be taken, in any event in
compliance with and subject to the terms of this Agreement.

(e) The Company and Parent each shall, through the Regulatory Approval Team,
keep the other apprised of the status of matters relating to completion of the transactions
contemplated hereby, including promptly furnishing the other with copies of notice or other
material communications received by Parent or the Company, as the case may be, or any of its
Subsidiaries, from any third party and/or any Governmental Entity with respect to the Merger
and the other transactions contemplated by this Agreement. The Company and Parent each shall
give prompt notice to the other of any proposed change that is reasonably likely to result in a
Material Adverse Effect on the Company or Parent, respectively.

(f) Subject to applicable laws relating to the exchange of information, the
Company and Parent each shall, upon request by the other, furnish the other with all information
concerning itself, its Subsidiaries, directors, officers and shareholders and such other matters as
may be reasonably necessary or advisable in connection with the Proxy Statement, the
Registration Staternent or any other material statement, filing, notice or application made by or
on behalf of Parent, the Company or any of their respective Subsidiaries to any third party and/or
any Governmental Entity in connection with the Merger and the transactions contemplated by
this Agreement.

(g) No investigation or exchange of information or other action pursuant to this
Section 7.10 shall be deemed to modify any representation or warranty made by any party to this
Agreement. In the event of a termination of this Agreement for any reason, each party shall
promptly retumn or destroy, or cause to be returned or destroyed, all nonpublic information
obtained from the other party or any of its Subsidiaries.

Section 7.11 Section 16 Matters. Assuming that the Company delivers to Parent the
Section 16 Information reasonably in advance of the Effective Time, the Board of Directors of
Parent, shall prior to the Effective Time adopt a resolution providing that the receipt by the
Company Insiders of Parent Shares in exchange for shares of Company Common Stock
(including Company Restricted Shares), and of options to purchase Parent Shares upon
conversion of Company Stock Options or to receive Parent Shares upon conversion of Company
Performance Units, Company Performance Shares or Company RSUs, in each case, pursuant to
the transactions contemplated hereby and to the extent such securities are listed in the Section 16
Information provided by the Company to Parent prior to the Effective Time, are intended to be
exempt from liability pursuant to Section 16(b) under the Exchange Act such that any such
receipt shall be so exempt. For purposes of this Agreement, (a) “Section 16 Information™ shall
mean information accurate in all material respects regarding the Company Insiders, the number
of shares of Company Common Stock held by each such Company Insider and the number and
description of Company Stock Options, Company Restricted Shares, Company Performance
Units, Company Performance Shares and Company RSUs held by each such Company Insider
and (b) “Company Insiders” shall mean those officers and directors of the Company who are
subject to the reporting requirements of Section 16(a) of the Exchange Act and who are listed in
the Section 16 Information.
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Section 7.12 Affiliate Letters. As promptly as practicable, the Company shall deliver to
Parent a letter identifying all Persons who are, at the time this Agreement is submitted for
adoption by the shareholders of the Company, “affiliates” of the Company for purposes of Rule
145 under the Securities Act. The Company shall use its reasonable best efforts to deliver or
cause to be delivered to Parent, prior to the Effective Time, an Affiliate Letter in the form
attached hereto as Exhibit B from each such Person.

Section 7.13 Dividends. (a) After the date of this Agreement, notwithstanding anything
to the contrary in this Agreement, each of Parent and the Company, respectively, shall have the
right to take any action deemed necessary by such party to ensure that holders of Parent Shares
and Shares, respectively, shall not receive two dividends, or fail to receive one dividend, for any
single calendar quarter with respect to their Parent Shares and/or Shares or any Parent Shares
that any such holder receives in exchange for such Shares in the Merger, and each of Parent and
the Company shall cooperate with the other in respect of the payment of dividends with respect
to the Parent Shares and the Shares and the record dates and payment dates relating thereto in
order to achieve the foregoing.

(b) To the extent permitted by applicable law and consistent with the fiduciary
duties of the Board of Directors of Parent, Parent shall take all actions necessary so that the first
quarterly dividend paid per Parent Share by the Surviving Corporation after the Effective Time
multiplied by the Exchange Ratio and rounded to the nearest cent is at least equal to the amount
per Share of the most recent quarterly dividend paid by the Company prior to the Effective Time,
up to a maximum of $0.47 per Parent Share (the lesser of $0.47 dividend per Parent Share and
the last quarterly per Share dividend paid by the Company prior to the Effective Time divided by
the Exchange Ratio rounded to the nearest cent being referred to as the “Dividend Threshold™).
As close to 30 days prior to the anticipated Effective Time as reasonably practicable, Parent shall
notify the Company in writing of what Parent believes will be the amount of the first quarterly
dividend per Parent Share paid by the Surviving Corporation after the Effective Time. If such
amount per Parent Share is less than the Dividend Thresheld (the amount of such shortage is
referred to as the “Dividend Shortfall”), then the Company shall be permitted to make prior to
the Effective Time a one time special cash dividend to the holders of Company Common Stock
in an amount per Share equal to the amount, rounded to the nearest cent, obtained by multiplying
(i) the Exchange Ratio by (ii) the Dividend Shortfall.

Section 7.14 Governance. (a) At or prior to the Effective Time, Parent shall take all
actions necessary to appoint six directors who immediately prior to the Effective Time served as
directors of the Company and were designated by the Chief Executive Officer of the Company to
the Board of Directors of Parent so that the total number of members of the Board of Directors of
the Surviving Corporation is 18. The directors appointed pursuant to this Section 7.14(a) shall
be evenly allocated among Class I, Class II and Class III of the Board of Directors of the
Surviving Corporation as designated by the Chief Executive Officer of the Company. All
appointments made pursuant to this Section 7.14(a) shall be effective as of the Effective Time
and shall comply with the applicable listing and corporate governance rules of the NYSE, the
applicable provisions of the Exchange Act and all other applicable laws and regulations, in each
case, as in effect at the Effective Time.
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(b) The headquarters of the Surviving Corporation and certain divisions and
Subsidiaries thereof will be as set forth in the Amended and Restated By-laws of the Surviving
Corporation.

(c) The tradename and logo of the Surviving Corporation shall be as set forth on
Item 7.14(c) of the Parent Letter.

(d) Parent shall cause the Amended and Restated By-laws of Parent to be
amended as provided in Exhibit A hereto effective immediately following the Effective Time.

(e) During the four-year period immediately following the Effective Time, the
Surviving Corporation shall provide, directly or indirectly, charitable contributions and
traditional local community support within the service areas of the Company and each of its
Subsidiaries that are utilities at levels substantially comparable to and no less than the levels of
charitable contributions and community support provided by the Company and such Subsidiaries
within their service areas within the two-year period immediately prior to the Effective Time.

ARTICLE VHI
CONDITIONS PRECEDENT

Section 8.1 Conditions to Each Party’s Obligation to Effect the Merger. The respective
obligations of each party to effect the Merger shall be subject to the fulfillment at or prior to the
Effective Time of the following conditions:

(a) Sharcholder Approval. Each of the Parent Shareholder Approval and the
Company Shareholder Approval shall have been obtained.

(b} No Prohibition. No Governmental Entity of competent jurisdiction shall have
enacted, issued, promulgated, enforced or entered any statute, law, ordinance, rule, regulation,
judgment, decree, injunction or other order (whether temporary, preliminary or permanent) that
is-in effect and restrains, enjoins or otherwise prohibits consummation of the Merger or the other
transactions contemplated by this Agreement (collectively, an “Order”), and no federal or state
Governmental Entity shall have instituted any proceeding that is pending seeking any such
Order.

(c) Stock Exchange Listing. The Parent Shares issuable in the Merger shall have
been authorized for listing on the NYSE, subject to official notice of issuance.

(d) Registration Statement; Securities Approval. The Registration Statement
shall have become effective in accordance with the provisions of the Securities Act and all
applicable state blue sky securities filings, permits.or approvals shall have been made or received
in accordance with applicable law. No stop order suspending the effectiveness of the
Registration Statement shall have been issued by the SEC or any state securities administrator
and no proceedings for that purpose shall be pending, or to the Knowledge of Parent or the
Company, threatened by the SEC or any state securities administrator.
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(e) Regulatory Consents.

(i) The waiting period (and any extension thereof) applicable to the
consummation of the Merger under the HSR Act shall have expired or been
terminated.

(ii) The Parent Required Statutory Approvals and the Company Required
Statutory Approvals shall have been obtained and shall have become Final
Orders.

(iif) Other than the filings provided for in Section 2.3, all other notices,
reports and other filings required to be made prior to the Effective Time by the
Company or Parent or any of their respective Subsidiaries with, and all other
consents, registrations, approvals, permits and authorizations required to be
obtained prior to the Effective Time by the Company or Parent or any of their
respective Subsidiaries from, any Governmental Entity in connection with the
execution and delivery of this Agreement and the consummation of the Merger
and the other transactions contemplated hereby by the Company and Parent shall
have been made or obtained, as the case may be, except for those the failure to be
made or obtained would not, individually or in the aggregate, reasonably be
expected o have a Material Adverse Effect on Parent or the Company or, after
giving effect to the Merger, on Parent.

(f) No Burdensome Orders. No Governmental Entity of competent jurisdiction
shall have enacted, issued, promulgated, enforced or entered any statute, law, ordinance, rule,
regulation, judgment, decree, injunction or other order (whether temporary, preliminary or
permanent) in connection with a Company Required Statutory Approval or a Parent Required
Statutory Approval that (i) requires Parent or the Company or any of their respective Affiliates
to take or commit to take any Burdensome Action or (ii) would otherwise constitute a
Burdensome Action (a “Burdensome Order™) and is in effect at the time all other conditions in
this Articie VIII to each party’s obligation to effect the Merger have been fulfilled._

Section 8.2 Conditions to the Obligations of the Company to Effect the Merger. The
obligation of the Company to effect the Merger shall be subject to the fulfillment at or prior to

the Effective Time of the following additional conditions:

(a) Accuracy of Representations and Warranties. The representations and
warranties of Parent set forth in Sections 3.3 (Capital Structure), 5.4 (Authority), 5.8
(Information Supplied), 5.21 (Required Vote of Parent Shareholders), 5.22 (State Takeover
Statutes), 5.23 (Brokers) and 5.26(b) through (¢) (Material Contracts) shall be true and correct
with respect to those matters that are qualified by Material Adverse Effect or materiality and
shall be true and correct in all material respects with respect to those matters that are not so
qualified, in each case as of the date of this Agreement and as of the Effective Time as though
made on and as of the Effective Time (except to the extent any such representation and warranty
expressly speaks as of a specified date which shall be true and correct in all material respects as
of such specified date). The representations and warranties of Parent set forth in this Agreement
other than those listed in the preceding sentence, shall be true and correct as of the date of this

>
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Agreement and as of the Effective Time as though made on and as of the Effective Time (except
to the extent any such representation and warranty expressly speaks as of a specified date which
shall be true and correct in all respects as of such specified date) unless the inaccuracies (without
giving effect to any materiality or Material Adverse Effect qualifications or exceptions contained
therein) in respect of such representations and warranties, taking all the inaccuracies in respect of
all such representations and warranties together in their entirety, do not result in a Material
Adverse Effect on Parent or, after giving effect to the Merger, on Parent. The Company shall
have received a certificate signed on behalf of Parent by a duly authorized officer of Parent to
such effect.

(b) Performance of Qbligations. Parent shall have performed in all material
respects all obligations and complied in all material respects with all agreements and covenants
of Parent to be performed and complied with by it under this Agreement.

{(c) Tax Opinion. The Company shall have received an opinion dated the Closing
Date, in form and substance reasonably satisfactory to the Company, of Pillsbury Winthrop LLP,
special counsel to the Company, or other law firm of national standing, to the effect that the
Merger will be treated for federal income Tax purposes as a reorganization within the meaning
of Section 368(a) of the Code, and that each of Parent and the Company will be a party to that
reorganization within the meaning of Section 368(b) of the Code. In rendering such opinion,
Pillsbury Winthrop LLP (or other law firm of national standing) may rely upon representations
contained herein and representations from Parent substantiaily to the effect of the representations
in the Parent Tax Certificate attached to the Parent Letter and representations from the Company
substantially to the effect of the representations in the Company Tax Certificate attached to the
Company Letter.

(d) Material Adverse Effect. Since the date hereof, there shall not have been any
event, effect, change or development that, individually or in the aggregate with other such
events, effects, changes or developments, has had, or would reasonably be expected to have, a
Material Adverse Effect on Parent.

(e) Consents Under Agreements. Parent shall have obtained the consent or
approval of each Person whose consent or approval shall be required under any Contract to
which Parent or any of its Subsidiaries is a party, except those for which the failure to obtain
such consent or approval would not, individually or in the aggregate, reasonably be expected to
have a Material Adverse Effect on Parent, provided that Parent and the Company agree that the
failure to obtain any one of the consents or approvals set forth on Item 8.2(e) of the Parent Letter
shall not in and of itself be expected to have a Material Adverse Effect on Parent.

Section 8.3 Conditions to the Obligations of Parent to Effect the Merger. The obligation
of Parent to effect the Merger shall be subject to the fulfillment at or prior to the Effective Time
of the following additional conditions:

(a) Accuracy of Representations and Warranties. The representations and
warranties of the Company set forth in Sections 4.3 (Capital Structure), 4.4 (Authority), 4.8

(Information Supplied), 4.20 (Required Vote of the Company Shareholders), 4.21 (State
Takeover Statutes), 4.22 (Brokers) and 4.26 (Holdings) shall be true and correct with respect to

-79-
CHI 3099i55v8



those matters that are qualified by Material Adverse Effect or materiality and shall be true and
correct in all material respects with respect to those matters that are not so qualified, in each case
as of the date of this Agreement and as of the Effective Time as though made on and as of the
Effective Time (except to the extent any such representation and warranty expressly speaks as of
a specified date which shall be true and correct in all material respects as of such specified date).
The representations and warranties of the Company set forth in this Agreement, other than those
listed in the preceding sentence, shall be true and correct as of the date of this Agreement and as
of the Effective Time as though made on and as of the Effective Time (except to the extent any
such representation and warranty expressly speaks as of a specified date which shall be true and
correct in all respects as of such specified date) unless the inaccuracies (without giving effect to
any materiality or Material Adverse Effect qualifications or exceptions contained therein) in
respect of such representations and warranties, taking all the inaccuracies in respect of all such
representations and warranties together in their entirety, do not result in a Material Adverse
Effect on the Company or, afier giving effect to the Merger, on Parent. Parent shall have
received a certificate signed on behalf of the Company by a duly authorized officer of the
Company to such effect.

(b) Performance of Obligations. The Company shall have performed in all
material respects all obligations and complied in all material respects with all agreements and
covenants of the Company to be performed and complied with by it under this Agreement.

(c) Consents Under Agreements. The Company shall have obtained the consent
or approval of each Person whose consent or approval shall be required under any Contract to
which the Company or any of its Subsidiaries is a party, except those for which the failure to
obtain such consent or approval would not, individually or in the aggregate, reasonably be
expected to have a Material Adverse Effect on the Company or, afier giving effect to the Merger,
on Parent, provided that Parent and the Company agree that the failure to obtain any one of the
consents or approvals set forth on Item 8.3(c) of the Company Letter shall not in and of itseif be
expected to have a Material Adverse Effect on the Company or, after giving effect to the Merger,
on Parent.

{(d) Tax Opinion. Parent shall have received an opinion or opinions dated the
Closing Date, in form and substance reasonably satisfactory to Parent, of Sidley Austin Brown &
Wood LLP, special counsel to Parent, or other law firm of national standing, to the effect that the
Merger will be treated for federal income Tax purposes as a reorganization within the meaning
of Section 368(a) of the Code, and that each of Parent and the Company will be a party to that
reorganization within the meaning of Section 368(b) of the Code. In rendering the opinion
referred to in the preceding sentence, Sidley Austin Brown & Wood LLP (or other law firm of
national standing) may rely upon representations contained herein and representations from
Parent substantially to the effect of the representations in the Parent Tax Certificate attached to
the Parent Letter and representations from the Company substantially to the effect of the
representations in the Company Tax Certificate attached to the Company Letter.

(e) Material Adverse Effect. Since the date hereof, there shall not have been any
event, effect, change or development that, individually or in the aggregate with other such
events, effects, changes or developments, has had, or would reasonably be expected to have, a
Material Adverse Effect on the Company.

-80-

CHI 3099155v8



ARTICLE IX
TERMINATION AND AMENDMENT

Section 9.1 Termination. This Agreement may be terminated at any time prior to the
Effective Time, whether before or after the Company Shareholder Approval or the Parent
Shareholder Approval:

(a) by mutual written consent of Parent and the Company;

(b) by either Parent or the Company if (i) any Governmental Entity shall have
issued an order, decree or ruling or taken any other action permanently enjoining, restraining or
otherwise prohibiting the transactions contemplated by this Agreement and such order, decree or
ruling or other action shall have become final and nonappealable or (ii) any Governmental Entity
of competent jurisdiction shali have enacted, issued, promulgated, enforced or entered any
statute, law, ordinance, rule, regulation, judgment, decree, injunction or other order that is a
Burdensome Order which is a Final Order and which is not subject to further appeal;

(c) by Parent if there has been a breach of any representation, warranty, covenant
or other agreement made by the Company in this Agreement, or any such representation and
warranty shall have become untrue after the date of this Agreement, in each case such that
Section 8.3(a) or Section 8.3(b) would not be satisfied and such breach or condition is not
curable or, if curable, is not cured within 30 days after written notice thereof is given by Parent
to the Company;

(d) by Parent if (i) the Board of Directors of the Company shall not have
recommended, or the Board of Directors of the Company (or any committee thereof) shall have
withdrawn or shall have qualified or modified in any manner adverse to Parent its
recommendation of, this Agreement or its approval of or declaration that this Agreement and the
Merger are advisable and fair to, and in the best interests of, the Company and its shareholders or
shall have taken any other action or made any other statement in connection with the Company
Shareholders Meeting inconsistent with such recommendation, approval or declaration, (ii) the
Board of Directors of the Company (or any committee thereof) shall have approved or
recommended any Takeover Proposal, (iii) the Board of Directors of the Company (or any
committee thereof) shall have proposed or resolved to do any of the foregoing in clauses (i) and

ii), (1v) the Company shall have breached Section 6.2 in any material respect or (v} a tender
offer or exchange offer for 20% or more of the outstanding shares of capital stock of the
Company is commenced, and the Board of Directors of the Company fails to recommend against
acceptance of such tender offer or exchange offer by its shareholders within 10 days after such
commencement (including by taking no position with respect to the acceptance of such tender
offer or exchange offer by its shareholders),;

(e) by the Company prior to the Company Shareholders Meeting if (A) the Board
of Directors of the Company authorizes the Company, subject io complying with the terms of
this Agreement, to enter into a definitive agreement concerning a transaction that constitutes a
Superior Proposal and the Company notifies Parent in writing that it intends to enter into such an
agreement, attaching the most current version of such agreement to such notice, (B) Parent does
not make, within five business days of receipt of the Company’s written notification of its
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intention to enter into a definitive agreement for a Superior Proposal, an offer that the Board of
Directors of the Company determines, in its reasonable good faith judgment afier consultation
with its financial advisors, is at least as favorable, from a financial point of view, to the
shareholders of the Company as the Superior Proposal and (C) the Company prior to or
concurrently with such termination pays to Parent in immediatety available funds the amount
required by Section 9.2(b). The Company agrees (x) that it will not enter into a definitive
agreement referred to in clause (A) above until at least the sixth business day after it has
provided the notice to Parent required thereby and (y) to notify Parent promptly in writing if its
intention to enter into a definitive agreement referred to in its notification shall change at any
time after giving such notification;

(f) by the Company if there has been a breach of any representation, warranty,
covenant or other agreement made by Parent in this Agreement, or any such representation and
warranty shall have become untrue after the date of this Agreement, in each case such that
Section 8.2(a) or Section 8.2(b) would not be satisfied and such breach or condition is not
curable or, if curable, is not cured within 30 days after written notice thereof is given by the
Company to Parent;

(g) by the Company if (i) the Board of Directors of Parent shall not have
recommended, or the Board of Directors of Parent (or any committee thereof) shall have
withdrawn or shall have qualified or modified in any manner adverse to the Company its
recommendation of, the issuance of Parent Shares in connection with the Merger or its approval
of or declaration that this Agreement and the Merger are advisable and fair to, and in the best
interests of, Parent and its shareholders or shall have taken any other action or made any other
statement in connection with the Parent Shareholders Meeting inconsistent with such
recommendation, approval or declaration or (ii) the Board of Directors of Parent or any
committee thereof shall have proposed or resolved to do any of the foregoing;

(h) by either the Company or Parent if (i} at the Company Shareholders Megting
(including any adjournment or postponement thereof), the Company Shareholder Approval shail
not have been obtained, or (ii) at the Parent Shareholders Meeting (including any adjournment or
postponement thereof), the Parent Shareholder Approval shall not have been obtained;

(i) by either Parent or the Company, if the Merger shall not have been
consummated by June 20, 2006 (the “End Date”); provided, however, that if all other conditions
set forth in Article VIII (other than conditions that by their nature are to be satisfied on the
Closing Date) are satisfied other than the condition of obtaining approval of the Merger by
FERC under §203 of the Power Act (or any successor thereto) or approval of the Merger by the
SEC under PUHCA (or any successor thereto) (collectively, the “Federal Required Statutory
Approvals™) or, with respect to one or more of the Parent Required Statutory Approvals listed as
Items 5, 8, 9 and 12 on Item 5.5(b) of the Parent Letter and one or more of the Company
Required Statutory Approvals listed as Items 5, 6 and 10 on Item 4.5(b) of the Company Letter,
each of Parent and the Company are reasonably satisfied that the applicable Governmental Entity
will not issue such Parent Required Statutory Approval or Company Required Statutory
Approval until one or both of the Federal Required Statutory Approvals which have not been
obtained are obtained, either Parent or the Company, by written notice delivered prior to the End
Date, may extend such period by six months after the End Date; provided, further, that the right
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to terminate this Agreement under this Section 9.1(i) shall not be available to any party whose
failure to fulfill any obligation under this Agreement has been the cause of or resulted in the
failure of the Merger to occur on or before the End Date; or

(j) by either the Company or Parent if a Parent Acquisition Transaction occurs or
Parent or any of its Subsidiaries shall enter into a definitive agreement with respect to a Parent
Acquisition Transaction; provided, however, that the Company or Parent, as the case may be,
shall only be entitled 1o terminate this Agreement pursuant to this Section 9.1(j) for a period of
ten days from the earlier to occur of such a Parent Acquisition Transaction and the public
announcement of the entry into such definitive agreement with respect to such Parent
Acquisition Transaction; provided, further, that neither the Company nor Parent shall be entitled
to terminate this Agreement pursuant to this Section 9.1(j) after the Company Shareholders
Meeting or the Parent Shareholders Meeting, respectively; for purposes of this Section 9.1(]),
“Parent Acquisition Transaction’ means the acquisition, directly or indirectly, for consideration
consisting of cash and/or securities, of more than 50% of the voting power of the capital stock of
Parent then outstanding or all or substantially all the assets of Parent.

Section 9.2 Effect of Termination. (a) In the event of a termination of this Agreement
by either the Company or Parent as provided in Section 9.1, this Agreement shall forthwith
become void and there shall be no liability or obligation on the part of Parent or the Company or
their respective officers or directors, except with respect to Section 4.22, Section 5.23, Section
7.5, this Section 9.2 and Article X and Section 7.4(c); provided, however, that nothing herein
shall relieve any party for liability for any willful or knowing breach hereof.

(b) In the event that this Agreement is terminated (i) by Parent pursuant
to Section 9.1(d) or (ii) by the Company pursuant to Section 9.1(e), then the Company shall, on
the date of such termination, pay to Parent, by wire transfer of immediately available funds, the
amount of $400 miilion and all of the fees and out-of-pocket expenses (including financial
advisor and attorney fees and expenses) incurred by Parent in connection with this Agreement
and the transactions contemplated by this Agreement up to a maximum of $40 million.

{c) In the event that between the date hereof and the termination of this
Agreement a Takeover Proposal existed or any Person shall have directly or indirectly disclosed
to the Company and/or publicly disclosed or made known to the Company’s shareholders
generally that if the Merger is not consummated such Person or one of its Affiliates will make a
Takeover Proposal and thereafter, in each case, this Agreement is terminated by Parent or the
Company pursuant to Section 9.1(h)(i) or Section 9.1(1), and if concurrently with such
termination or within twelve months of such termination the Company or any of its Subsidiaries
enters into a definitive agreement with respect to a Takeover Proposal or consummates a
Takeover Proposal, then the Company shall, upon the earlier of entry into a definitive agreement
with respect to a Takeover Proposal or consummating a Takeover Proposal, pay to Parent, by
wire transfer of immediately availabie funds, the amount of $400 million and all of the fees and
out-of-pocket expenses (including financial advisor and attorney fees and expenses) incurred by
Parent in connection with this Agreement and the transactions contemplated by this Agreement
up to a maximum of $40 million.
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(d) In the event that this Agreement is terminated by the Company pursuant to
Section 9.1(g), then Parent shall, on the date of such termination, pay to the Company by wire
transfer of immediately available funds, all of the fees and out-of-pocket expenses (including
financial advisor and attorney fees and expenses) incurred by the Company in connection with
this Agreement and the transactions contemplated by this Agreement up to a maximum of $40
miilion.

(e) In the event that this Agreement is terminated by the Company or Parent
pursuant to Section 9.1(j), then Parent shall, on the date of such termination, pay to the Company
by wire transfer of immediately available funds the amount of $400 million and all of the fees
and out-of-pocket expenses (including financial advisor and attorney fees and expenses) incurred
by the Company in connection with this Agreement and the transactions contemplated by this
Agreement up to a maximum of $40 million.

(f) The Company and Parent acknowledge that the agreements contained in
Sections 9.2(b) through (e} are an integral part of the transactions contemplated by this
Agreement, and that, without these agreements, Parent or the Company, as applicable, would not
enter into this Agreement; accordingly, if the Company or Parent, as applicable, fails to promptly
pay the amount due pursuant to Section 9.2(b), (c), (d) or (e), as the case may be, and, in order to
obtain such payment, Parent or the Company, as applicable, commences a suit which results in a
judgment against the Company or Parent, as applicable, for any of the amounts set forth in
Section 9.2(b), (¢}, (d) or (€), as the case may be, the Company or Parent, as applicable, shall pay
to Parent or the Company, as applicable, its costs and expenses (including attorneys’ fees) in
connection with such suit. Interest shall accrue on any amounts due under Section 9.2(b), (), (d)
or (e) from and after 30 days of the date such amount is due at the prime rate of J.P. Morgan
Chase, N.A. in effect on the date such payment was required io be made.

Section 9.3 Amendment. This Agreement may be amended by the parties hereto at any
time before or after obtaining the Company Shareholder Approval or the Parent Shareholder
Approval, but if (i) the Company Shareholder Approval shall have been obtained, thereafter no
amendment shall be made which by law requires further approval by the Company’s
shareholders without obtaining such further approval or (ii) the Parent Shareholder Approval
shall have been obtained, thereafier no amendment shall be made which by law requires further
approval by Parent’s shareholders without obtaining such further approval. This Agreement may
not be amended except by an instrument in writing signed on behalf of each of the parties hereto.

Section 9.4 Extension: Waiver. At any time prior to the Effective Time, the parties
hereto, by action taken or authorized by their respective Board of Directors, may, to the extent
legally allowed, (i) extend the time for the performance of any of the obligations or other acts of
the other parties hereto, (ii} waive any inaccuracies in the representations and warranties
contained herein or in any document delivered pursuant hereto or (iif) waive compliance with
any of the agreements or conditions contained herein; provided, however, that such extension or
waiver shall not operate as a waiver of, or estoppel with respect to, any subsequent or other
failure. Any agreement on the part of a party hereto to any such extension or waiver shall be
valid only if set forth in a written instrument 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
constituie a waiver of those rights.
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Section 10.1 Non-Survival of Representations and Warranties and Agreements. None of
the representations and warranties in this Agreement or in any instrument delivered pursuant to
this Agreement shall survive the Effective Time. This Section 10.1 shall not limit any covenant
or agreement of the parties which by its terms contemplates performance after the Effective Time
of the Merger.

Section 10.2 Notices. All notices and other communications hereunder shall be in
writing and shall be deemed given when delivered personally, one day after being delivered to a
nationally recognized overnight courier or when sent by facsimile (with a confirmatory copy sent
by such overnight courier) to the parties at the following addresses (or at such other address for a

ARTICLE X
GENERAL PROVISIONS

party as shall be specified by like notice):

CHI1 3099155v8

(a) if to Parent, to:

Exelon Corporation

10 S. Dearbomn St.
Chicago, Illinois 60603
Attn: General Counsel
Fax No.: (312) 394-2900

with a copy to:

Sidley Austin Brown & Wood LLP
10 S. Dearborn St.
Chicago, Illinois 60603
Attn: Thomas A. Cole
Carol M. Lind
Fax No.. (312) 853-7036

(b) if to the Company, to:

Public Service Enterprise Group Incorporated
80 Park Plaza

Newark, New Jersey 07102

Attn: General Counsel

Fax No.: (973) 622-0271

with copies to:

Pillsbury Winthrop LLP
1540 Broadway

New York, New York 10036
Attn: David P. Falck

Fax No.: (212) 858-1500
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Section 10.3 Counterparts. This Agreement may be executed in 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, it
being understood that all parties need not sign the same counterpart.

Section 10.4 Entire Agreement; No Third-Party Beneficiaries. Except for the

Confidentiality Agreement, this Agreement constitutes the entire agreement and supersedes all
prior agreements and understandings, both written and oral, among the parties with respect to the
subject matter hereof. This Agreement, except for the provisions of Section 7.9, is not intended
to confer upon any Person other than the parties hereto any rights or remedies hereunder.

Section 10.5 Goveming Law and Venue; Waiver of Jury Trial. (a) THIS
AGREEMENT SHALL BE DEEMED TO BE MADE IN AND IN ALL RESPECTS
SHALL BE INTERPRETED, CONSTRUED AND GOVERNED BY AND IN
ACCORDANCE WITH THE LAW OF THE STATE OF NEW YORK (EXCEPT TO
THE EXTENT THE LAWS OF PENNSYLVANIA OR NEW JERSEY ARE
MANDITORILY APPLICABLE TO THE TRANSACTIONS CONTEMPLATED BY
THIS AGREEMENT) WITHOUT REGARD TO THE CONFLICT OF LAW
PRINCIPLES THEREOF. Each of the parties irrevocably submits to the exclusive junisdiction
of the United States District Court for the Southern District of New York located in the borough
of Manhattan in the City of New York, or if such court does not have jurisdiction, the Supreme
Court of the State of New York, New York County, for the purposes of any suit, action or other
proceeding arising out of this Agreement or any transaction contemplated hereby. Each of the
parties hereto irrevocably and fully waives the defense of an inconvenient forum to the
maintenance of such suit, action or proceeding. Each of the parties further agrees that service of
any process, summons, notice or document to such party’s respective address listed above in one
of the manners set forth in Section 10.2 shall be deemed in every respect effective service of
process in any such suit, action or proceeding. Nothing herein shall affect the right of any
Person to serve process in any other manner permitted by law. Each of the parties hereto
irrevocably and unconditionally waives any objection to the laying of venue of any action, suit or
proceeding arising out of this Agreement or the transactions contemplated hereby in (a) the
United States District Court for the Southern District of New York or (b) the Supreme Court of
the State of New York, New York County, and hereby further irrevocably and unconditionally
waives and agrees not to plead or claim in any such court that any such action, suit or proceeding
brought in any such court has been brought in an inconvenient forum.

(b) EACH PARTY ACKNOWLEDGES AND AGREES THAT ANY
CONTROVERSY WHICH MAY ARISE UNDER THIS AGREEMENT IS LIKELY TO
INVOLVE COMPLICATED AND DIFFICULT ISSUES, AND THEREFORE EACH SUCH
PARTY HEREBY IRREVOCABLY AND UNCONDITIONALLY WAIVES ANY RIGHT
SUCH PARTY MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY LITIGATION
DIRECTLY OR INDIRECTLY ARISING OUT OF OR RELATING TO THIS AGREEMENT,
OR THE TRANSACTIONS CONTEMPLATED BY THIS AGREEMENT. EACH PARTY
CERTIFIES AND ACKNOWLEDGES THAT (i) NO REPRESENTATIVE, AGENT OR
ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR
OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF
LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER, (ii) EACH PARTY
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UNDERSTANDS AND HAS CONSIDERED THE IMPLICATIONS OF THIS WAIVER, (1)
EACH PARTY MAKES THIS WAIVER VOLUNTARILY AND (iv) EACH PARTY HAS
BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY, AMONG OTHER THINGS,
THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION 10.5.

Section 10.6 Assignment. Neither this Agreement nor any of the rights, interests or
obligations hereunder shall be assigned by any of the parties hereto (whether by operation of law
or otherwise) without the prior written consent of the other parties. Subject to the preceding
sentence, this Agreement shall be binding upon, inure to the benefit of, and be enforceable by,
the parties and their respective successors and assigns.

Section 10.7 Severability. If any term or other provision of this Agreement is invalid,
illegal or incapable of being enforced by any rule of 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 and legal substance of the transactions contemplated hereby are 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 shall negotiate in good
faith to modify this Agreement so as to effect the original inient of the parties as closely as
possible in a2 mutually acceptable manner in order that the transactions contemplated by this
Agreement may be consummated as originally contemplated to the fullest extent possible.

Section 10.8 Enforcement of this Agreement. In addition to any remedy to which any
party hereto is specifically entitled by the terms hereof, each party shall be entitled to pursue any
other remedy available to it at law or in equity (including damages, specific performance or other
injunctive relief) in the event that any of the provisions of this Agreement were not performed in
accordance with their terms or were otherwise breached; provided that, notwithstanding the
foregoing, if a termination fee or any expenses in connection with the transactions contemplated
by this Agreement are payable pursuant to Section 9.2, then, subject to Section 9.2(a}, such
termination fee or expenses shall be the sole remedy with respect to the failure or failures to
perform or other breach or breaches giving rise to such obligation to pay such termination fee or
£Xpenses.

Section 10.9 Obligations of Subsidiaries. Whenever this Agreement requires any
Subsidiary of Parent or of the Company to take any action, such requirement shall be deemed to
include an undertaking on the part of Parent or the Company, as the case may be, to cause such
Subsidiary to take such action.

-87-
CHI 3099155+8



IN WITNESS WHEREOQF, Parent and the Company have caused this Agreement to be
signed by their respective officers thereunto duly authorized all as of the date first written above.

CH1 3099155v8

EXELON CORPORATION
By:

Name:

Title:

PUBLIC SERVICE ENTERPRISE GROUP
INCORPORATED

By:

Name:
Title:



EXHIBIT A

EXELON ELECTRIC & GAS CORPORATION
AMENDED AND RESTATED BYLAWS

ARTICLE |
Offices and Fiscal Year

Section 1.01 Registered Office. The registered office of the corporation in the
Commonwealth of Pennsylvania shall be at 2301 Market Street, Philadelphia,
Pennsylvania 19103.

Section 1.02 Corporate Offices. The corporation shall maintain {a) in Chicago,
lllinois offices serving as its corporate headquarters, (b) in southeastern Pennsylvania
offices serving as the headquarters of the nuclear generation and power trading
businesses of the corporation and its subsidiaries, (c) in Newark, New Jersey offices
serving as the headquarters of the generation business of the corporation and its
subsidiaries and (d) offices in Chicago, lllinois, southeastern Pennsylvania and Newark,
New Jersey as the headquarters of ComEd, PECO Energy and PSE&G, respectively.

Section 1.03 Other Offices. The corporation may also have offices at such other
places within or without the Commonwealth of Pennsylvania as the board of directors
may from time to time appoint or as may be necessary, advisable or appropriate for the
business of the corporation.

Section 1.04 Fiscal Year. The fiscal year of the corporation shall begin on the
first day of January in each year.

ARTICLE Il
Notice - Waivers - Meetings Generaliy

Section 2.01 Manner of Giving Notice.

(8) General Rule. Whenever written notice is required to be given to any
person under the provisions of the Business Corporation Law or by the articles or these
bylaws, it may be given to the person either personally or by sending a copy thereof by
first class or express mail, postage prepaid, or by telegram (with messenger services
specified) or courier service, charges prepaid, or by facsimile transmission, to the
address (or to the facsimile transmission telephone number) of the person appearing on
the books of the corporation, or as otherwise permitted by applicable law, or, in the case
of directors, supplied by the director to the corporation for the purpose of notice. If the
notice is sent by mail, telegraph or courier service, it shall be deemed to have been
given to the person entitied thereto when deposited in the United States mail or with a
telegraph office or courier service for delivery to that person or, in the case of facsimile
transmission, when received. Notwithstanding the foregoing, written notice of any
meeting of shareholders may be sent by any class of mail, postage prepaid, so iong as
such notice is sent at least 20 calendar days prior to the date of the meeting. A notice of
meeting shall specify the place, day and hour of the meeting and any other information



required by any other provision of the Business Corporation Law, the articles or these
bylaws.

(b)  Adjourned Shareholder Meetings. When a meeting of shareholders is
adjourned, it shall not be necessary to give any notice of the adjourned meeting or of
the business {0 be tfransacted at an adjourned meeting, other than by announcement at
the meeting at which the adjournment is taken, unless the board fixes a new record date
for the adjourned meeting or the Business Corporation Law requires notice of the
business to be transacted and such notice has not previously been given.

Section 2.02 Notice of Meetings of the Board of Directors.

Notice of a regular meeting of the board of directors need not be given. Notice of
every special meeting of the board of directors shall be given to each director by
telephone or in writing at least 24 hours (in the case of notice by telephone, facsimile or
other electronic transmission) or 48 hours (in the case of notice by telegraph, courier
service or express mail) or five days (in the case of notice by first class mail) before the
time at which the meeting is to be held. Every such notice shall state the time and place
of the meeting. Neither the business to be transacted at, nor the purpose of, any regular
or special meeting of the board need be specified in a notice of the meeting.

Section 2.03 Notice of Meetings of Shareholders.

(a) General Rule. Written notice of every meeting of the shareholders shall be
given by, or at the direction of, the secretary or other authorized person to each
shareholder of record entitled to vote at the meeting not less than five nor more than 90
calendar days prior to the date of the meeting. If the secretary neglects or refuses to
give notice of a meeting, the person or persons calling the meeting may do so. In the
case of a special meeting of shareholders, the notice shall specify the general nature of
the business to be transacted.

(b}  Notice of Action by Shareholders on Bylaws. In the case of a meeting of
shareholders that has as one of its purposes adoption, amendment or repeal of these
bylaws, written notice shall be given to each sharehoider that the purpose, or one of the
purposes, of the meeting is to consider the adoption, amendment or repeal of the
bylaws. There shall be included in, or enclosed with, the notice a copy of the proposed
amendment or a summary of the changes to be effected thereby.

Section 2.04 Waiver of Notice.

(a)  Written Waiver. Whenever any written notice is required to be given under
the provisions of the Business Corporation Law, the articles or these bylaws, a waiver
thereof in writing, signed by the person or persons entitled to the notice, whether before
or after the time stated therein, shall be deemed equivalent to the giving of the notice.
Neither the business to be transacted at, nor the purpose of, a meeting need be
specified in the waiver of notice of the meeting.




(b)  Waiver by Aftendance. Attendance of a person at any meeting shall
constitute a waiver of notice of the meeting except where a person attends a meeting
for the express purpose of objecting, at the beginning of the meeting, to the transaction
of any business because the meeting was not lawfully called or convened.

Section 2.05 Modification of Proposal Contained in Notice. Whenever the
language of a proposed resolution is included in a written notice of a meeting required
to be given under the provisions of the Business Corporation Law or the articles or
these byiaws, the meeting considering the resolution may without further notice adopt i
with such clarifying or other amendments as do not enlarge its original purpose.

Section 2.06 Exception to Requirement of Notice.

(a)  General Rule. Whenever any notice or communication is required to be
given to any person under the provisions of the Business Corporation Law or by the
articles or these bylaws or by the terms of any agreement or other instrument or as a
condition precedent to taking any corporate action and communication with that person
is then unlawful, the giving of the notice or communication to that person shall not be
required.

(b)  Shareholders Without Forwarding Addresses. Notice or other
communjcations need not be sent to any shareholder with whom the corporation has

been unable to communicate for more than 24 consecutive months because
communications to the shareholder are returned unclaimed or the sharehoider has
otherwise failed to provide the corporation with a current address. Whenever the
shareholder provides the corporation with a current address, the corporation shall
recommence sending notices and other communications to the shareholder in the
manner provided by these bylaws.

Section 2.07 Use of Conference Telephone and Similar Equipment. Any director
may participate in any meeting of the board of directors or a committee thereof, and the
board of directors may provide by resolution with respect to a specific meeting of
shareholders or with respect to a class of meetings of shareholders that one or more
persons may participate in a meeting of the shareholders of the corporation, by means
of conference telephone, video conference or similar communications equipment by
means of which all persons participating in the meeting can hear each other.
Participation in a meeting pursuant to this Section shall constitute presence in person at
the meeting.

ARTICLE IH
Shareholders

Section 3.01 Place of Meeting. Meetings of the shareholders of the corporation
may be held at such place within or without the Commonwealth of Pennsyivania as may
be designated by the Board of Directors, or in the absence of a designation by the
Board of Directors, by the chief executive officer and stated in the notice of a meeting.




Section 3.02 Annual Meeting. The annual meeting of the shareholders for the
election of directors and the transaction of other business, if any, shall be held on such
date and time as may be fixed by the board and stated in the notice of the meetings. If
the board does not fix the date or time for the annual meeting, the secretary may fix the
date or time for the annual meeting (or, if the board and the secretary fail to designate a
date or time, at 10:30 a.m., Eastern Daylight Time on the fourth Wednesday in April of
each year or, if such Wednesday is a legal holiday in the Commonwealth of
Pennsylvania or in such other jurisdiction where such meeting may be held, the next
succeeding business day). Failure to hold such meeting at the designated time or on the
designated date or to elect some or all of the members of the board at such meeting or
any adjournment thereof shall not affect otherwise valid corporate acts or work a
forfeiture or dissolution of the corporation. If the annual meefing shall not have been
called and held within six months after the designated time, any shareholder may calt
the meeting at any time thereafter.

Section 3.03 Special Meetings. Special meetings of the shareholders may be
called at any time by resolution of the board of directors, which may fix the date, time
and place of the meeting, and shall be called as provided in the terms of the Preferred
Stock. If the board does not fix the date, time or place of the meeting, it shall be the duty
of the secretary to do so. A date fixed by the secretary shall not be more than 60
calendar days after the date of the action calling the special meeting.

Section 3.04 Quorum and Adjournment.

(a) General Rule. A meeting of the shareholders of the corporation duly called
shall not be organized for the transaction of business unless a quorum is present.
Except as otherwise provided in the terms of the Preferred Stock, the presence of
shareholders entitled to cast at least a majority of the votes that all sharehoiders are
entitled {o cas! on a particular matter to be acted upon at the meeting shall constitute a
quorum for the purposes of consideration and action on the matter. Shares of the
corporation owned, directly or indirectly, by it shall not be counted in determining the
total number of outstanding shares for quorum purposes at any given time.

(b}  Withdrawal of a Quorum. The shareholders present at a duly organized
meeting can continue to do business until adjournment notwithstanding the withdrawal
of enough shareholders to leave less than a quorum.

(¢) Adjournments Generally. Any regular or special meeting of the
shareholders, including one at which directors are to be elected and one which cannot
be organized because a quorum has not attended, may be adjourned, except as
otherwise provided by the Business Corporation Law, for such period and to such place
as the shareholders present and entitled to vote shall direct.

(d)  Electing Directors at Adjourned Meeting. Those shareholders entitled to
vote who attend a meeting called for the election of directors that has been previously
adjourned for lack of a quorum, although less than a quorum as fixed in this Section of




these bylaws, shall nevertheless constitute a quorum for the purpose of electing
directors.

(e}  Other Action in Absence of Quorum. Those shareholders entitled to vote
who attend a meeting of shareholders that has been previously adjourned for one or
more periods aggregating at least 15 calendar days because of an absence of a
quorum, although less than a quorum as fixed in this Section of these bylaws, shall
nevertheless constitute a quorum for the purpose of acting upon any matter set forth in
the notice of the meeting if the notice states that those shareholders who attend the
adjourned meeting shall nevertheless constitute a quorum for the purpose of acting
upon the matter.

Section 3.05 Action by Shareholders.

(&) General Rule. Except as otherwise provided in the Business Corporation
Law or the articles or these bylaws, whenever any corporate action is to be taken by
vote of the shareholders of the corporation, it shall be authorized upon receiving the
affirmative vote of a majority of the votes cast by all shareholders entitied to vote
thereon and, if any shareholders are entitied to vote thereon as a class, upon receiving
the affirmative vote of a majority of the votes cast by the shareholders entitled to vote as
a class, in each case at a duly organized meeting of shareholders. Except as otherwise
provided in the terms of the Preferred Stock or when acting by unanimous consent to
remove a director or directors, the shareholders of the corporation may act only at a
duly organized meeting.

(b}  Conduct of Business. Only such business will be conducted at an annual
or special meeting of shareholders as shall have been properly brought before the
meeting by or at the direction of the board of directors, or with respect fo an annual
meeting, by any shareholder who complies with the procedures set forth in this Section.

(1) For business to be properly brought before an annual meeting
by a shareholder, the shareholder must have given to the secretary of the
corporation timely written notice of the shareholder’s intention o make a
proposal, in the manner and form prescribed herein.

(i) To be timely, a shareholder's notice with respect to an
annual meeting of shareholders must be addressed to the secretary of the
corporation at the principal executive offices of the corporation and
received by the secretary not less than 120 calendar days in advance of
the first anniversary of the date on which the corporation first mailed its
proxy materials to shareholders for the prior year's annual meeting of
shareholders, and this notice requirement shall not be affected by any
adjournment of said meeting; provided, however, that in the event public
announcement of the date of the annual meeting is not made at least 75
calendar days prior to the date of the annual meeting, notice by the
shareholder to be timely must be so received not later than the close of



business on the 10th calendar day following the day on which public
announcement is first made of the date of the annual meeting.

(i) A shareholder's notice to the secretary must set forth as to
each matter the shareholder proposes to bring before the annual meeting
(A) a description in reasonable detail of the business desired to be brought
before the annual meeting and the reasons for conducting such business
at the annual meeting, (B) the name and address, as they appear on the
corporation's books, of the shareholder proposing such business and of
the beneficial owner, if any, on whose behalf the proposal is made, (C) the
class and number of shares of the corporation that are owned beneficially
and of record by the shareholder proposing such business and by the
beneficial owner, if any, on whose behalf the proposal is made, and (D)
any material interest of such shareholder proposing such business and the
beneficial owner, if any, on whose behalf the proposal is made in such
business.

(i)  Notwithstanding the foregoing provisions of these bylaws, a
shareholder must also comply with all applicable requirements of the
Securities Exchange Act of 1934 (the "Exchange Act") and the rules and
regulations thereunder with respect to the matters set forth in this Section.
For purposes of this Section, "public announcement” means disclosure in
a press release reported by the Dow Jones News Service, Bloomberg
Business News, or Reuters Economic Services or in a document publicly
filed by the corporation with the Securities and Exchange Commission
pursuant to Section 13, 14, or 15(d) of the Exchange Act, or publicly filed
by the corporation with any national securities exchange or quotation
service through which the corporation's stock is listed or traded, or
furnished by the corporation to its shareholders. Notwithstanding the
foregoing, no notice of the date of the annual meeting is required for the
advance notice provision of this Section 3.05 (b) to be effective if the
annual meeting is held on such date as specified in Section 3.02 of these
bylaws. Nothing in this Section will be deemed to affect any rights of
shareholders to request inclusion of proposals in the corporation's proxy
statement pursuant to Rule 14a-8 under the Exchange Act.

(2) At a special meeting of sharehoiders, only such business may
be conducted or considered as is properly brought before the meeting. To be
properly brought before a special meeting, business must be (i) specified in the
notice of the meeting (or any supplement thereto) given in accordance with
Section 2.03 of these bylaws or (ii) otherwise brought before the meeting by the
presiding officer or by or at the direction of 2 majority of the total number of
directors that the corporation would have if there were no vacancies on the board
of directors (the "Whole Board").

(3) The determination of whether any business sought to be
brought before any annuat or special meeting of the shareholders is properly



brought before such meeting in accordance with this Section of these bylaws will
be made by the presiding officer of such meeting. If the presiding officer
determines that any business is not properly brought before such meeting, he or
she will so declare to the meeting and any such business will not be conducted
or considered.

Section 3.06 Organization.

(a)  Presiding Officer and Secretary of Meeting. At every meeting of the

shareholders, the chief executive officer, or such other officer of the corporation

designated by a majority of the Whole Board, will call meetings of shareholders to order
or, in the case of vacancy in office and absence of action of the Whoie Board, one of the
following officers present in the order stated: The president, if there be one, the vice
presidents in their order of rank and seniority shall act as "presiding officer" of the
meeting. The term "presiding officer" means an officer who presides over a meeting of
shareholders. The secretary or, in the absence of the secretary, an assistant secretary,
or, in the absence of both the secretary and assistant secretaries, a person appointed
by the presiding officer of the meeting, shall act as secretary of the meeting.

(b)  Rules of Conduct. Uniess otherwise determined by the board of directors
prior to the meeting, the presiding officer of the meeting of shareholders will determine
the order of business and have the authority to make such rules or regulations for the
conduct of meetings of shareholders as such presiding officer deems necessary,
appropriate or convenient for the proper conduct of the meeting, including, without
limitation, establishing an agenda or order of business for the meeting, rules and
procedures for maintaining order at the meeting and the safety of those present,
limitations on participation in such meeting to shareholders of record of the corporation
and their duly authorized and constituted proxies, and such other persons as the board
of directors or the presiding officer shall permit, restrictions on entry to the meeting after
the time fixed for the commencement thereof, limitations on the time allotted to
questions or comment by participants and regulation of the opening and closing of the
polls for balloting on matters which are to be voted on by ballot. Unless, and to the
extent determined by the board of directors or the presiding officer of the meeting,
meetings of shareholders need not be conducted in accordance with rules of
pariiamentary procedure.

Section 3.07 Voting Rights of Shareholders. Unless otherwise provided in the
articles, every shareholder of the corporation shall be entitled to one vote for every
share standing in the name of the shareholder on the books of the corporation.

Section 3.08 Voting and other Action by Proxy.

(a) General Rule.

(1) Every shareholder entitled to vote at a meeting of shareholders
may authorize another person to act for the sharehoider by proxy.



(2) The presence of, or vote or other action at a meeting of
shareholders by a proxy of a shareholder shall constifute the presence of, or vote
or action by, the shareholder.

(3} Where two or more proxies of a shareholder are present, the
corporation shall, unless otherwise expressly provided in the proxy, accept as the
vote of all shares represented thereby the vote cast by a majority of them and, if
a majority of the proxies cannot agree whether the shares represented shall be
voted, or upon the manner of voting the shares, the voting of the shares shall be
divided equally among those persons.

(b) Form of Proxy. Every proxy shall be in a form approved by the secretary of
the corporation or as otherwise provided by the Business Corporation Law.

(c) Revocation. A proxy, untess coupled with an interest, shall be revocable at
will, notwithstanding any other agreement or any provision in the proxy to the contrary,
but the revocation of a proxy shall not be effective until written notice thereof has been
given to the secretary of the corporation. An unrevoked proxy shall not be valid after
three years from the date of its execution uniess a longer time is expressly provided
therein. A proxy shall not be revoked by the death or incapacity of the maker unless,
before the vote is counted or the authority is exercised, written notice of the death or
incapacity is given to the secretary of the corporation.

(d) Expenses. The corporation shall pay the reasonable expenses of
solicitation of votes or proxies of shareholders by or on behalf of the board of directors
or its nominees for election to the board, including solicitation by professional proxy
solicitors and otherwise.

Section 3.09 Voting by Fiduciaries and Pledgees. Shares of the corporation
standing in the name of a trustee or other fiduciary and shares held by an assignee for
the benefit of creditors or by a receiver may be voted by the trustee, fiduciary, assignee
or receiver. A shareholder whose shares are pledged shall be entitled to vote the shares
until the shares have been transferred into the name of the piedgee, or a nominee of the
pledgee, but nothing in this Section shali affect the validity of a proxy given to a pledgee
or nominee.

Section 3.10 Voting by Joint Holders of Shares.

(a) General Rule. Where shares of the corporation are held jointly or as
tenants in common by two or more persons, as fiduciaries or otherwise:

(1) if only one or more of such persons is present in person or by
proxy, all of the shares standing in the names of such persons shall be deemed
to be represented for the purpose of determining a quorum and the corporation
shall accept as the vote of all the shares the vote cast by a joint owner or a
majority of them; and



(2) if the persons are equally divided upon whether the shares held
by them shall be voted or upon the manner of voting the shares, the voting of the
shares shall be divided equally among the persons without prejudice to the rights
of the joint owners or the beneficial owners thereof among themselves.

(b)  Exception. If there has been filed with the secretary of the corporation a
copy, certified by an attorney-at-law to be correct, of the relevant portions of the
agreement under which the shares are held or the instrument by which the trust or
estate was created or the order of court appointing them or of an order of court directing
the voting of the shares, the persons specified as having such voting power in the latest
document so filed, and only those persons, shall be entitied to vote the shares but only
in accordance therewith.

Section 3.11 Voting by Corporations.

(a) Voting by Corporate Shareholders. Any domestic or foreign corporation for
profit or not-for-profit that is a shareholder of this corporation may vote at meetings of
shareholders of this corporation by any of its officers or agents, or by proxy appointed
by any officer or agent, unless some other person, by resolution of the board of
directors of the other corporation or a provision of its articles or bylaws, a copy of which
resolution or provision certified to be correct by one of its officers has been filed with the
secretary of this corporation, is appointed its general or special proxy in which case that
person shall be entitled to vote the shares.

(b}  Controlled Shares. Shares of this corporation owned, directly or indirectly,
by it and controlled, directly or indirectly, by the board of directors of this corporation, as
such, shall not be voted at any meeting and shall not be counted in determining the total
number of outstanding shares for voting purposes at any given time.

Section 3.12 Determination of Shareholders of Record.

(a) Fixing Record Date. The board of directors may fix a time prior to the date
of any meeting of shareholders as a record date for the determination of the
shareholders entitled to notice of, or to vote at, the meeting, which time, except as
otherwise provided in the articles or in the case of an adjourned meeting, shall be not
more than 90 calendar days prior to the date of the meeting of shareholders. Only
shareholders of record on the date fixed shall be so entitled notwithstanding any
transfer of shares on the books of the corporation after any record date fixed as
provided in this Subsection. The board of directors may similarly fix a record date for the
determination of shareholders of record for any other purpose, except that the record
date fixed to determine the holders of Preferred Stock entitled to receive dividends
thereon shall not precede the respective dividend payment date by more than 40
calendar days. When a determination of shareholders of record has been made as
provided in this Section for purposes of a meeting, the determination shall apply to any
adjournment thereof unless the board fixes a new record date for the adjourned
meeting.




(b)  Determination When Record Date |s Not Fixed. If a record date is not

fixed:

(1) The record date for determining sharehoiders entitled to notice
of or to vote at a meeting of shareholders shall be at the close of business on the
day next preceding the day on which notice is given.

(2} The record date for determining shareholders for any other
purpose shall be at the close of business on the day on which the board of
directors adopts the resolution relating thereto.

(c) Certification by Nominee. The board of directors may adopt a procedure
whereby a shareholder of the corporation may certify in writing to the corporation that all
or a portion of the shares registered in the name of the shareholder are held for the
account of a specified person or persons. Upon receipt by the corporation of a
certification complying with the procedure, the persons specified in the certification shall
be deemed, for the purposes set forth in the certification, to be the holders of record of
the number of shares specified in place of the shareholder making the certification.

Section 3.13 Voting Lists.

(a) General Rule. The officer or agent having charge of the transfer books for
shares of the corporation shall make a complete list of the shareholders entitled to vote
at any meeting of shareholders, arranged in alphabetical order, with the address of and
the number of shares held by each. The list shall be produced and kept open at the time
and place of the meeting and shall be subject to the inspection of any shareholder
during the whole time of the meeting for the purposes thereof except that, if the
corporation has 5,000 or more shareholders, in lieu of the making of the list the
corporation may make the information therein available at the meeting by any other
means.

(b)  Effect of List. Failure to comply with the requirements of this Section shall
not affect the validity of any action taken at a meeting prior to a demand at the meeting
by any shareholder entitled to vote thereat to examine the list. The original share
register or transfer book, or a duplicate thereof kept in the Commonwealth of
Pennsylvania, shall be prima facie evidence as to who are the shareholders entitled to
examine the list or share register or transfer book or to vote at any meeting of
shareholders.

Section 3.14 Judges of Election.

(a)  Appointment. In advance of any meeting of shareholders of the
corporation, the board of directors may appoint judges of election, who need not be
shareholders, to act at the meeting or any adjournment thereof. If judges of election are
not so appointed, the presiding officer of the meeting may appoint judges of election at
the meeting. The number of judges shall be one or three. A person who is a candidate
for an office to be filled at the meeting shall not act as a judge.
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(b) Vacancies. In case any person appointed as a judge fails to appear or fails
or refuses to act, the vacancy may be filled by appointment made by the board of
directors in advance of the convening of the meeting or at the meeting by the presiding
officer thereof.

(¢) Duties. The judges of election shall determine the number of shares
outstanding and the voting power of each, the shares represented at the meeting, the
existence of a quorum, and the authenticity, validity and effect of proxies, receive votes
or ballots, hear and determine all challenges and questions in any way arising in
connection with the right to vote, count and tabulate all votes, determine the result and
do such acis as may be proper to conduct the election or vote. The judges of election
shall perform their duties impartially, in good faith, to the best of their ability and as
expeditiously as is practical. If there are three judges of election, the decision, act or
certificate of a majority shall be effective in all respects as the decision, act or certificate
of all.

(d) Report. On request of the presiding officer of the meeting or of any
shareholder, the judges shall make a report in writing of any challenge or question or
matter determined by them, and execute a certificate of any fact found by them. Any
report or certificate made by them shall be prima facie evidence of the facts stated
therein.

Section 3.15 Minors as Security Holders. The corporation may treat a minor who
holds shares or obligations of the corporation as having capacity to receive and fo
empower others to receive dividends, interest, principal and other payments or
distributions, to vote or express consent or dissent and to make elections and exercise
rights relating to such shares or obligations unless, in the case of payments or
distributions on shares, the corporate officer responsible for maintaining the list of
shareholders or the transfer agent of the corporation or, in the case of payments or
distributions on obligations, the treasurer or paying officer or agent has received written
notice that the holder is a minor.

ARTICLE IV
Board of Directors

Section 4.01 Powers.

(a) General Rule. Unless otherwise provided by statute, all powers vested by
law in the corporation shall be exercised by or under the authority of, and the business
and affairs of the corporation shall be managed under the direction of, the board of
directors.

{b) Personal Liability of Directors.

(1) A director shall not be personally liable, as such, for monetary
damages (including, without limitation, any judgment, amount paid in settiement,
penalty, punitive damages or expenses of any nature, including, without
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limitation, attorneys' fees and disbursements) for any action taken, or any failure
to take any action before, on or after the date of these bylaws, unless:

(i) the director has breached or failed to perform the duties of
his or her office under Subchapter B of Chapter 17 of the Business
Corporation Law; and

(i  the breach or failure to perform constitutes self-dealing,
willful misconduct or recklessness.

(2) The provisions of paragraph (1) shall not apply to the
responsibility or liability of a director pursuant to any criminal statute, or the

liability of a director for the payment of taxes pursuant to tocal, State or Federal
law.

(3) No amendment or repeal of this Section 4.01 shall have any
effect on the liability or alleged liability of any director of the corporation for or
with respect to any such act on the part of such director occurring prior to the
effective date of such amendment or repeal.

(c)  Directors. A director shall stand in a fiduciary relation to the corporation
and shall perform his duties as a director, including his duties as a member of any
committee of the board upon which he may serve, in good faith, in a manner he
reasonably believes to be in the best interests of the corporation and with such care,
including reasonable inquiry, skill and diligence, as a person of ordinary prudence would
use under similar circumstances. In performing his duties, a director shall be entitled to
rely in good faith on information, opinions, reports or statements, including financial
statements and other financial data, in each case prepared or presented by any of the
following:

(1) One or more officers or employees of the corporation whom the
director reasonably believes to be reliable and competent in the matters
presented.

(2) Counsel, public accountants or other persons as to matters

which the director reasonably believes to be within the professional or expert
competence of such person.

(3) A committee of the board upon which he does not serve, duly
designated in accordance with law, as to matters within its designated authority,
which committee the director reasonably believes to merit confidence.

Section 4.02 Qualifications and Selection of Directors.

(a)  Quaiifications. Each director of the corporation shall be a natural person of
full age who need not be a resident of the Commonwealth of Pennsylvania or a
shareholder of the corporation, except as may be required under corporate governance
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principles approved by the board of directors. For purposes of Section 4.06, a director's
failure to hold the number of shares as and when required under corporate governance
principles approved by the board of directors shall constitute cause for such director’s
removal.

(b)  Notice of Certain Nominations Required. Nominations for eiection of
directors may be made by any shareholder entitled to vote for the election of directors if
timely written notice in proper form (the "Notice") of the shareholder's intent to nominate
a director at the meeting is given by the shareholder and received by the secretary of
the corporation. To be timely, a shareholder's Notice must be delivered to or mailed and
received at the principal executive offices of the corporation not less than 120 calendar
days before the first anniversary of the date on which the corporation first mailed its
proxy materials for the prior year's annual meeting of shareholders; provided, however,
that in the event that public announcement of the date of the annual meeting is not
made at least 75 calendar days prior to the date of the annual meeting, Notice by the
shareholder to be timely must be so received not later than the close of business on the
10th calendar day following the day on which public announcement is first made of the
date of the annual meeting. The requirements of this Subsection shall not apply to a
nomination for directors made to the shareholders by the board of directors or a
committee thereof.

(c)  Contents of Notice. To be in proper written form, the Notice shall be in
writing and shalt contain or be accompanied by:

(1) the name and residence address of the nominating shareholder
and of the beneficial owner, if any, on whose behalf the nomination is made;

(2) a representation that the shareholder giving the Notice is a
holder of record of voting stock of the corporation entitled to vote at such annual
meeting and intends to appear in person or by proxy at the meeting to nominate
the person or persons specified in the Notice;

(3) the class and number of shares of voting stock of the
corporation owned beneficially and of record by the shareholder giving the Notice
and by the beneficial owner, if any, on whose behalf the nomination is made;

(4) such information regarding each nominee as would have been
required to be included in a proxy statement filed pursuant to Regulation 14A of
the rules and regutations established by the Securities and Exchange
Commission under the Exchange Act (or pursuant to any successor act or
regulation) had proxies been solicited with respect to such nominee by the
management or board of directors of the corporation;

(5) a description of all arrangements or understandings between or
among any of (A) the shareholder giving the Notice, (B) the beneficial owner on
whose behaif the Notice is given, (C) each nominee, and (D) any other person or
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persons (naming such person or persons} pursuant to which the nomination or
nominations are to be made by the shareholder giving the Notice;

(6) a description of all arrangements or understandings among the
shareholder and each nominee and any other person or persons (naming such
person or persons) pursuant to which the nomination or nominations are to be
made by the shareholder;

(7) a representation that each nominee meets the objective criteria
for “independence” under applicable New York Stock Exchange listing standards
and any additional objective criteria for “independence” under corporate
governance principles approved by the board of directors; and

(8) the signed consent of each nominee to serve as a director of the
corporation if so elected.

(d) Determination of Compliance. The presiding officer of the meeting may, if
the facts warrant, determine and declare to the meeting that any nomination made at
the meeting was not made in accordance with the procedures of this Section and, in
such event, the presiding officer will so declare to the meeting, and the defective
nomination shall be disregarded. Any such decision by the presiding officer shall be
conclusive and binding upon all shareholders of the corporation for any purpose.
Notwithstanding the foregoing provisions of this Section, a sharehoider must also
comply with all applicable requirements of the Exchange Act, and the rules and
regulations thereunder, with respect to the matters set forth in this Section or otherwise
relating to the nomination of directors by shareholders.

(e} Election of Directors. Except as otherwise provided in these bylaws,
directors of the corporation shall be elected by the shareholders only at an annual
meeting of shareholders, unless such election of directors is required by the terms of
any series of Preferred Stock. In elections for directors, voting need not be by ballot,
unless required by vote of the shareholders before the voting for election of directors
begins. The candidates receiving the highest number of votes from each class or group
of classes, if any, entitled to elect directors separately up to the number of directors to
be elected by the class or group of classes shall be elected. If at any meeting of
shareholders, directors of more than one class are to be elected, each class of directors
shall be elected in a2 separate election.

Section 4.03 Number and Term of Office.

{a) Number. The board of directors shall consist of such number of directors
as may be determined from time to time by resolution of a majority of the Whole Board.
Notwithstanding the preceding, during the period beginning at the Effective Time, as
defined in the Agreement and Plan of Merger dated as of December 20, 2004 between
the corporation and Publiic Service Enterprise Group Incorporated (the “Merger
Agreement”) and ending on the date that is three (3) years thereafter (the “Transition
Period”), the board of directors shall consist of eighteen (18) directors or such other
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number as shall be unanimously approved by the board of directors. At the Effective
Time, twelve (12) directors shall be persons who are directors of the corporation
immediately prior to the Effective Time (the “Continuing Exelon Directors™) and six (6)
directors shall be directors of the corporation appointed pursuant to Section 7.14(a) of
the Merger Agreement and in accordance with the fiduciary duties of the direciors in the
case of approval of any individual and the rules of the New York Stock Exchange, the
Exchange Act and the rules and regulations thereunder and any other applicable taws
(the “Initial PSEG Direciors”). The number of Initial PSEG Directors in each class shall
be equal and the number of Continuing Exelon Directors in each class shall be equal.

(b)  Term of Office. Each director shall hold office until the expiration of the
term for which he or she was selected and until a successor has been selected and
qualified or until his or her earlier death, resignation or removal. A decrease in the
number of directors shall not have the effect of shortening the term of any incumbent
director. With respect to the first and second elections of directors by shareholders
during the Transition Period, the board of directors 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 and the rules of the New York Stock Exchange and the
Exchange Act and the rules and regulations thereunder} (a) the Initial Sue Directors (or
any Sue Director having replaced either such Initial Sue Director pursuant to Section
4.05(b) of these by-laws) currently serving in the class standing for election and (b) the
Continuing Gin Directors (or any Gin Director having replaced any such Continuing Gin
Director pursuant to Section 4.05(b) of these by-laws) currently serving in the class
standing for election. If any such Sue Director or Gin Director declines or is unable to
stand for re-election, the board of directors or the applicable committee thereof shail
nominate for election (subject to the fiduciary duties of the directors in the case of
approval of any individual and the rules of the New York Stock Exchange and the
Exchange Act and the rules and regulations thereunder) a person nominated by the
board of directors or the applicable committee thereof, and approved by a majority of
the remaining Sue Directors or Gin Directors remaining on the board of directors, as
applicable.

{c) Resignation. Any director may resign at any time upon written notice to the
corporation. The resignation shall be effective upon receipt thereof by the corporation or
at such subsequent time as shall be specified in the notice of resignation.

(d)  Classified Board of Directors. The directors shall be classified with respect
to the time for which they shall severally hold office as follows:

(1) The term of office of at least one class shall expire in each year.

(2) Except as otherwise provided in the terms of the Preferred
Stock or in the articles, the members of each class shall be elected for a period
of three years provided that the term of any director elected or appointed to fili a
vacancy in any class shall expire at the end of the three-year term applicable to
that class.
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(3) The number of directors constituting each class shall be
approximately equal in size.

Section 4.04 Chairman of the Board; Vice Chairman of the Board.

(@)  Office of the Chairman; Vice Chairman of the Board. There shall be a
chairman of the board of directors, which chairman may or may not be an officer of the
corporation. Except as otherwise provided by these bylaws, the chairman of the board
shall preside at alt meetings of the board of directors and shall, in consultation with the
chief executive officer, establish the agenda for meetings of the board of directors and
each meeting of the board of directors will be conducted in accordance with such
agenda unless otherwise determined by the board of directors. The chairman of the
board shall perform such other duties as may from time to time be requested by the
chief executive officer. In addition, the board of directors may designate by resolution a
vice chairman of the board with such duties as may from time to time be requested by
the board of directors.

(b) Transition Period. Provided that Mr. James Ferland is a PSEG Director
(as defined in Section 4.05(b)) and, if applicable, is elected as a director of the
corporation by the shareholders of the corporation, during the period from the Effective
Time through March 31, 2007, Mr. James Ferland shall be the chairman of the board
and shall not be an officer of the corporation. As of April 1, 2007, Mr. Ferland shali no
longer be the chairman of the board and he shall resign from the board of directors.
Upon the earlier of April 1, 2007 and the date that Mr. Ferland is no longer the chairman
of the board, the chief executive officer shall be the chairman of the board of directors
and shall hold such position for the duration of the Transition Period.

Section 4.05 Vacancies.

(8) General Rule. Except as otherwise provided in the terms of the Preferred
Stock or in these bylaws, vacancies in the board of directors, including vacancies
resulting from an increase in the number of directors, may be filled by a majority vote of
the remaining members of the board though less than a quorum, or by a sole remaining
director, and each person so selected shall be a director to serve for the batance of the
unexpired term of the class for which such director has been chosen, and until a
successor has been selected and qualified or until his or her earlier death, resignation
or removal.

(b)  Transition Period. During the Transition Period, the board of directors
(subject to the fiduciary duties of the directors in the case of approval of any individual
and the rules of the New York Stock Exchange, the Exchange Act and the rules and
regulations thereunder and any other applicable laws) shall take all action necessary to
ensure that any vacancy of a position on the board of directors to be filled by the board
(i) that was held by an Initial PSEG Director or any director appointed pursuant to this
sentence (a “PSEG Director”), is filled promptly by a person nominated by the board of
directors or the applicable committee thereof, and approved by a majority of the PSEG
Directors remaining on the board of directors and (ii) that was held by a Continuing
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Exelon Director or any director appointed or nominated pursuant to this sentence (a
“Exelon Director”), is filled promptly by a person nominated by the board of directors or
the applicable committee thereof, and approved by a majority of the Exelon Directors
remaining on the board of directors.

(c)  Action by Resigned Directors. Subject to Section 4.05(b), when one or
more directors resign from the board effective at a future date, the directors then in
office, including those who have so resigned, shall have power by the applicable vote to
fill the vacancies, the vote thereon to take effect when the resignations become
effective.

Section 4.06 Removal of Directors.

{a) Removal by the Shareholders. The entire board of directors, or any class
of the board, or any individual director may be removed from office by vote of the
sharehoiders entitled to vote thereon only for cause. In case the board or a class of the
board or any one or more directors are so removed, new directors may be elected at the
same meeting. The repeal of a provision of the articles or bylaws prohibiting, or the
addition of a provision to the articles or bylaws permitting, the removal by the
shareholders of the board, a class of the board or a director without assigning any
cause shall not apply to any incumbent director during the balance of the term for which
the director was selected.

(b) Removal by the Board. The board of directors may declare vacant the
office of a director who has been judicially declared of unsound mind or who has been
convicted of an offense punishable by imprisonment for a term of more than one year or
if, within 60 days after notice of his or her selection, the director does not accept the
office either in writing or by attending a meeting of the board of directors.

Section 4.07 Place of Meetings. Meetings of the board of directors may be held
at such place within or without the Commonwealth of Pennsylvania as the board of
directors may from time to time appoint or as may be designated in the notice of the
meeting.

Section 4.08 Organization of Meetings and Executive Sessions of the Board of
Directors. At every meeting of the board of directors, the chairman of the board, if there
be one, or, in the case of a vacancy in the office or absence of the chairman of the
board, the chairman of the corporate governance committee, or, in the case of a
vacancy in the office or absence of both the chairman of the board and the chairman of
the corporate governance committee, one of the following officers present in the order
stated: the chief executive officer, the president, the vice presidents in their order of
rank and seniority, or a person chosen by a majority of the directors present, shall act
as chairman of the meeting. The secretary or, in the absence of the secretary, an
assistant secretary, or, in the absence of the secretary and the assistant secretaries,
any person appointed by the chairman of the meeting, shall act as secretary of the
meeting. Meetings of the independent directors held in executive session shall be
presided over by a lead director appointed by the corporate governance committee after
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giving due consideration to all of the members of the board regardless of whether they
are PSEG Directors or Exelon Directors.

Section 4.09 Regular Meetings. Regular meetings of the board of directors shall
be held at such time and place as shall be designated from time to time by resolution of
the board of directors.

Section 4.10 Special Meetings. Special meetings of the board of directors shal
be held whenever cailled by the chief executive officer, if there be one, or by two or more
of the directors.

Section 4.11 Quorum of and Action by Directors.

(a) General Rule. A majority of the directors in office of the corporation shall
be necessary to constitute a quorum for the transaction of business and except as
otherwise provided in these bylaws the acts of a majority of the directors present and
voting at a meeting at which a quorum is present shall be the acts of the board of
directors.

(b)  Action by Written Consent. Any action required or permitted to be taken at
a meeting of the directors may be taken without a meeting if, prior or subsequent to the
action, a consent or consents thereto by all of the directors in office is filed with the
secretary of the corporation.

(c) Notation of Dissent. A director who is present at a meeting of the board of
directors, or of a committee of the board, at which action on any corporate matter is
taken shall be presumed to have assented to the action taken unless his or her dissent
is entered in the minutes of the meeting or unless the director files a written dissent to
the action with the secretary of the meeting before the adjournment thereof or transmits
the dissent in writing to the secretary of the corporation immediately after the
adjournment of the meeting. The right to dissent shall not apply to a director who voted
in favor of the action. Nothing in this Section shall bar a director from asserting that
minutes of the meeting incorrectly omitted his or her dissent if, promptly upon receipt of
a copy of such minutes, the director notifies the secretary, in writing, of the asserted
omission or inaccuracy.

Section 4.12 Committees of the Board.

(a) Establishment and Powers. The board of directors may, by resolution
adopted by a majority of the directors in office, establish one or more committees to
consist of one or more directors of the corporation. Any committee, to the extent
provided in the resolution of the board of directors, shall have and may exercise all of
the powers and authority of the board of directors except that a committee shali not
have any power or authority as to the following:

(1) The submission to shareholders of any action requiring approval
of shareholders under the Business Corporation Law.
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(2) The creation or filling of vacancies in the board of directors.
(3) The adoption, amendment or repeal of these bylaws.
(4) The amendment or repeal of any resolution of the board that by

its terms is amendable or repealable only by the board.

(5) Action on matters committed by a resolution of the board of
directors to another committee of the board.

(b)  Aliernate Committee Members. The board may designate one or more
directors as aiternate members of any committee who may replace any absent or
disqualified member at any meeting of the committee or for the purposes of any written
action by the committee. In the absence or disqualification of a member and alternate
member or members of a committee, the member or members thereof present at any
meeting and not disqualified from voting, whether or not constituting a quorum, may
unanimously appoint another director to act at the meeting in the place of the absent or
disqualified member.

(c)  Transition Period. During the Transition Period, a PSEG Director shall be
the chairman of at least one committee of the board of directors as determined by the
governance committee of the board of directors.

(d) Term. Each committee of the board shall serve at the pleasure of the
board.

(e) Committee Procedures. The term "board of directors” or "board," when
used in any provision of these bylaws relating to the organization or procedures of or
the manner of taking action by the board of directors, shall be construed to include and
refer to any executive or other committee of the board.

Section 4.13 Compensation. The board of directors shali have the authority to fix
the compensation of directors for their services as directors and a director may be a
salaried officer of the corporation.

ARTICLE V
Officers

Section 5.01 Officers Generally.

(a) Number. Qualifications and Designation. The officers of the corporation
shall be a president, one or more vice presidents (which term shall include vice
presidents, executive vice presidents and senior vice presidents), a secretary, a
treasurer, and a chief executive officer, as the board of directors may designate by
resolution, and such other officers as may be elected in accordance with the provisions
of Section 5.03. Officers may but need not be directors or shareholders of the
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corporation. The president, secretary and treasurer shall be natural persons of full age.
Any number of offices may be held by the same person.

(b) Bonding. The corporation may secure the fidelity of any or all of its officers
by bond or otherwise.

Section 5.02 Election, Term of Office and Resignations.

(a) Election and Term of Office. The officers of the corporation, except those
elected by delegated authority pursuant to Section 5.03, shall be elected by the board of
directors, and each such officer shall hold office at the discretion of the board until his or
her death, resignation or removal with or without cause.

(b) Resignations. Any officer may resign at any time upon written notice to the
corporation. The resignation shall be effective upon receipt thereof by the corporation or
at such subsequent time as may be specified in the notice of resignation.

Section 5.03 Subordinate Officers, Commitiees and Agents. The board of
directors may from time to time elect such other officers and appoint such committees,
employees or other agents as the business of the corporation may require, including
without limitation, one or more vice presidents, one or more assistant secretaries, and
one or more assistant treasurers, each of whom shall hold office for such period, have
such authority, and perform such duties as are provided in these bylaws, or as the
board of directors may from time to time determine. The board of directors may
delegate to any officer or committee the power to elect subordinate officers and to retain
or appoint employees or other agents, or committees thereof, and to prescribe the
authority and duties of such subordinate officers, committees, employees or other
agents.

Section 5.04 Removal of Officers and Agents. Any officer or agent of the
corporation may be removed by the board of directors with or without cause. The
removal shall be without prejudice to the contract rights, if any, of any person so
removed. Election or appointment of an officer or agent shall not of itself create contract
rights.

Section 5.05 Vacancies. A vacancy in any office because of death, resignation,
removal, disqualification, or any other cause, may be filled by the board of directors or
by the officer or committee to which the power to fill such office has been delegated
pursuant to Section 5.03, as the case may be, and if the office is one for which these
bylaws prescribe a term, shall be fiiled for the unexpired portion of the term.

Section 5.06 Authority.

(a)  General Rule. All officers of the corporation, as between themselves and
the corporation, shall have such authority and perform such duties in the management
of the corporation as may be provided by or pursuant tc resolutions or orders of the
board of directors or, in the absence of controlling provisions in the resolutions or orders
of the board of directors, as may be determined by or pursuant to these bylaws.
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(b)  Chief Executive Officer . The board of directors may designate from time
to time by resolution a chief executive officer. Such chief executive officer may be, but
need not be, the president or chairman of the board. For at least the pendency of the
Transition Period, Mr. John Rowe shall be the President and Chief Executive Officer of
the Corporation.

Section 5.07 The Chief Executive Officer. The chief executive officer, if there be
one, may have general supervision over the business and operations of the corporation,
subject however, to the control of the board of directors. Such chief executive officer
may sign, execute, and acknowledge, in the name of the corporation, deeds,
morigages, bonds, contracts or other instrumentis, authorized by the board of directors,
except in cases where the signing and execution thereof shail be expressly delegated
by the board of directors, or by these bylaws, to some other officer or agent of the
corporation; and, in general, may perform all duties incident to the office of chief
executive officer and such other duties as from time to time may be assigned by the
board of directors.

Section 5.08 The President. The president may have general supervision over
the business and operations of the corporation, subject however, to the control of the
board of directors and the chief executive officer, as applicable. The president may sign,
execute, and acknowledge, in the name of the corporation, deeds, mortgages, bonds,
contracts or other instruments, authorized by the board of directors, except in cases
where the signing and execution thereof shall be expressly delegated by the board of
directors, or by these bylaws, to some other officer or agent of the corporation; and, in
general, may perform all duties incident to the office of president and such other duties
as from time to time may be assigned by the board of directors and the chief executive
officer, as applicabie.

Section 5.09 The Vice Presidents. The vice presidents (which term shall inciude
vice presidents, executive vice presidents and senior vice presidents) shall perform
such duties as may from time to time be assigned to them by the board of directors or
by the chief executive officer.

Section 5.10 The Secretary. The secretary or an assistant secretary shall atiend
all meetings of the shareholders and of the board of directors and shall record all the
votes of the shareholders and of the directors and the minutes of the meetings of the
shareholders and of the board of directors and of committees of the board in a book or
books to be kept for that purpose; shall see that notices are given and records and
reports properly kept and filed by the corporation as required by law; shall be the
custodian of the seal of the corporation and see that it is affixed to all documents to be
executed on behalf of the corporation under its seal; and, in general, shall perform all
duties incident to the office of secretary, and such other duties as may from time to time
be assigned by the board of directors or by the chief executive officer.

Section 5.11 The Treasurer. The treasurer or an assistant treasurer shall have or
provide for the custody of the funds or other property of the corporation; shall collect
and receive or provide for the collection and receipt of moneys earned by or in any
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manner due to or received by the corporation; shall deposit all funds in his, orits
custody as treasurer in such banks or other places of deposit as the board of directors
may from time to time designate; shall, whenever so required by the board of directors,
render an account showing all transactions as treasurer, and the financial condition of
the corporation; and, in general, shall discharge such other duties as may from time to
time be assigned by the board of directors or by the chief executive officer.

Section 5.12 Salaries. The salaries of the officers elected by the board of
directors shall be fixed from time to time by the board of directors or by such officer or
committee as may be designated by resolution of the board. The salaries or other
compensation of any other officers, employees and other agents shall be fixed from
time to time by the officer or committee to which the power to elect such officers or to
retain or appoint such employees or other agents has been delegated pursuant to
Section 5.03. No officer shall be prevented from receiving such salary or other
compensation by reason of the fact that the officer is also a director of the corporation.

ARTICLE VI
Certificates of Stock, Transfer, Etc.

Section 6.01 Share Certificates.

(a) Eorm of Certificates. Certificates for shares of the corporation shall be in
such form as approved by the board of directors, and shall state that the corporation is
incorporated under the laws of the Commonwealth of Pennsylvania, the name of the
person to whom issued, and the number and class of shares and the designation of the
series (if any) that the certificate represents. Certificates for shares of the corporation
shall set forth upon the face or back of the certificate (or shall state on the face or back
of the certificate that the corporation will furnish to any shareholder upon request and
without charge), a full or summary statement of the designations, voting rights,
preferences, limitations and special rights of the shares of each class or series
authorized to be issued so far as they have been fixed and determined and the authority
of the board of directors to fix and determine the designations, voting rights,
preferences, limitations and special rights of the classes and series of shares of the
corporation.

(b)  Share Reqister. The share register or transfer books and blank share
certificates shall be kept by the treasurer or by any transfer agent or registrar
designated by the board of directors for that purpose.

Section 6.02 |ssuance. The share certificates of the corporation shali be
numbered and registered in the share register or transfer books of the corporation as
they are issued. They shall be executed in such manner as the board of directors shall
determine.

Section 6.03 Transfer. Transfers of shares shall be made on the share register
or transfer books of the corporation upon surrender of the certificate therefor, endorsed
by the person named in the certificate or by an attorney lawfully constituted in writing,
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or, in the case of shares not represented by certificates, upon presentation of a duly
executed instrument of assignment in form and substance satisfactory to the treasurer
or any transfer agent or registrar for the corporation. No transfer shall be made
inconsistent with the provisions of the Uniform Commercial Code, 13 Pa.C.S. §§ 8101
et seq., and its amendments and supplements.

Section 6.04 Record Holder of Shares. The corporation shall be entitled to treat
the person in whose name any share or shares of the corporation stand on the books of
the corporation as the absolute owner thereof, and shall not be bound to recognize any
equitable or other claim to, or interest in, such share or shares on the part of any other
person.

Section 6.05 Lost, Destroyed or Mutilated Certificates. The holder of any shares
of the corporation shall immediately notify the corporation of any loss, destruction or
mutilation of the certificate therefor, and the officers of the corporation may, in their
discretion, cause a new certificate or certificates to be issued to such holder, in case of
mutilation of the certificate, upon the surrender of the mutilated certificate or, in case of
foss or destruction of the certificate, upon satisfactory proof of such loss or destruction
and, if such officers shall so determine, the deposit of a bond in such form and in such
sum, and with such surety or sureties, as any of them may direct.

ARTICLE VII
indemnification of Directors, Officers and
Other Authorized Representatives

Section 7.01 Right to Indemnification. Each person who was or is made a party
or is threatened to be made a party to or is otherwise involved in any claim, action, suit
or proceeding, whether civil, criminal, administrative or investigative (hereinafter a
"proceeding"), by reason of the fact that he or she is or was a director or an officer of
the corporation or is or was serving at the request of the corporation as a director,
officer, employee or agent of another corporation or of a partnership, joint venture, trust
or other enterprise, including service with respect to an employee benefit plan
(hereinafter an "indemnitee"), whether the basis of such proceeding is alleged action in
an official capacity as a director, officer, employee or agent or in any other capacity
while serving as a director, officer, employee or agent, shall be indemnified and held
harmless by the corporation to the fullest extent permitted or required by the Business
Corporation Law, as the same exists or may hereafter be amended (but, in the case of
any such amendment, only to the extent that such amendment permits the corporation
to provide broader indemnification rights than such law permitted the corporation to
provide prior to such amendment), against all expense, liability and toss (including
attorneys' fees, judgments, fines, ERISA excise taxes or penalties and amounts paid in
settlement) reasonably incurred or suffered by such indemnitee in connection therewith;
provided, however, that, except as provided in Section 7.03 of this Article VIl with
respect to proceedings to enforce rights to indemnification, the corporation shall
indemnify any such indemnitee in connection with a proceeding (or part thereof) initiated
by such indemnitee only if such proceeding (or part thereof) was authorized by the
board of directors of the corporation.
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Section 7.02 Right to Advancement of Expenses. The right to indemnification
conferred in Section 7.01 of this Article VIl shall include the right to be paid by the
corporation the expenses (including, without limitation, attorneys’ fees and expenses)
incurred in defending any such proceeding in advance of its final disposition (hereinafter
an "advancement of expenses"); provided, however, that, if the Business Corporation
Law so requires, an advancement of expenses incurred by an indemnitee in his or her
capacity as a director or officer (and not in any other capacity in which service was or is
rendered by such indemnitee, including, without limitation, service o an employee
benefit plan} shall be made only upon delivery to the corporation of an undertaking
(hereinafter an "undertaking™), by or on behalf of such indemnitee, to repay all amounts
so advanced if it shall ultimaiely be determined by final judicial decision from which
there is no further right to appeal (hereinafter a "final adjudication") that such indemnitee
is not entitied to be indemnified for such expenses under this Section 7.02 or otherwise.
The rights to indemnification and to the advancement of expenses conferred in Sections
7.01 and 7.02 of this Articie VIl shall be contract rights and such rights shall continue as
to an indemnitee who has ceased to be a director, officer, employee or agent and shall
inure to the benefit of the indemnitee's heirs, executors and administrators. Any repeal,
amendment or medification hereof shall be prospective only and shall not affect any
rights or obligations then existing. Each person who shall act as an indemnitee of the
corporation shall be deemed to be doing so in reliance upon the rights provided by this
Article.

Section 7.03 Right of Indemnitee to Bring Suit. If a claim under Section 7.01 or
7.02 of this Article VIl is not paid in full by the corporation within 60 calendar days after
a written claim has been received by the corporation, except in the case of a claim for
an advancement of expenses, in which case the applicable period shall be 20 calendar
days, the indemnitee may at any time thereafter bring suit against the corporation to
recover the unpaid amount of the claim. If successful in whole or in part in any such suit,
or in a suit brought by the corporation to recover an advancement of expenses pursuant
to the terms of an undertaking, the indemnitee shall be entitled to be paid also the
expense of prosecuting or defending such suit. In (i) any suit brought by the indemnitee
to enforce a right to indemnification hereunder (but not in a suit brought by the
indemnitee to enforce a right to an advancement of expenses) it shall be a defense that,
and (ii) any suit brought by the corporation to recover an advancement of expenses
pursuant to the terms of an undertaking, the corporation shall be entitled to recover
such expenses upon a final adjudication that, the indemnitee has not met any applicable
standard for indemnification set forth in the Business Corporation Law. Neither the
failure of the corporation (including its board of directors, independent legal counsel or
shareholders) to have made a determination prior to the commencement of such suit
that indemnification of the indemnitee is proper in the circumstances because the
indemnitee has met the applicable standard of conduct set forth in the Business
Corporation Law, nor an actual determination by the corporation (including its board of
directors, independent legal counsel or shareholders) that the indemnitee has not met
such applicable standard of conduct, shall create a presumption that the indemnitee has
not met the applicable standard of conduct or, in the case of such a suit brought by the
indemnitee, be a defense to such suit. [n any suit brought by the indemnitee to enforce
a right to indemnification or to an advancement of expenses hereunder, or brought by
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the corporation to recover an advancement of expenses pursuant to the terms of an
undertaking, the burden of proving that the indemnitee is not entitled to be indemnified,
or to such advancement of expenses, under this Article VIl or otherwise shall be on the
corporation.

Section 7.04 Non-Exclusivity of Rights. The rights to indemnification and to the
advancement of expenses conferred in this Article VIi shall not be exclusive of any other
right which any person may have or hereafter acquire under any statute, the articles,
these bylaws, agreement, vote of shareholders or disinterested directors or otherwise.

Section 7.05 Insurance. The corporation may maintain insurance, at its expense,
to protect itself and any director, officer, employee or agent of the corporation or another
corporation, partnership, joint venture, trust or other enterprise against any expense,
liability or loss, whether or not the corporation would have the power to indemnify such
person against such expense, liability or loss under the Business Corporation Law.

Section 7.06 Indemnification of Employees and Agents of the Corporation. The
corporation may, to the extent authorized from time to time by the board of directors,
grant rights to indemnification and to the advancement of expenses to any employee or
agent of the corporation to the fullest extent of the provisions of this Article VI with
respect to the indemnification and advancement of expenses of directors and officers of
the corporation.

Section 7.07 Interpretation. The provisions of this Article are intended to
constitute bylaws authorized by Section 1746 of the Business Corporation Law.

ARTICLE VIII
Emergency Bylaws

Section 8.01 Scope of Article. This Article shall be applicable during any
emergency resulting from a catastrophe as a result of which a quorum of the board of
directors cannot readily be assembled. To the extent not in conflict with this Article,
these bylaws shall remain in effect during the emergency.

Section 8.02 Special Meetings of the Board. A special meeting of the board of
directors may be called by any director by means feasible at the time.

Section 8.03 Emergency Commitiee of the Board.

(a) Composition. The emergency committee of the board shali consist of nine
persons standing highest on the following list who are available and able to act:

The chief executive officer.
Members of the board of directors.

President.
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The individual who, immediately prior to the emergency, was
the senior officer in charge of nuclear operations.

The individual who, immediately prior to the emergency, was
the senior officer in charge of other operations.

The individual who, immediately prior to the emergency, was
the senior officer in charge of finance operations.

Other officers.

Where more than one person holds any of the listed ranks, the order of
precedence shali be determined by length of time in rank. Each member of the
emergency committee thus constituted shall continue fo act until replaced by an
individual standing higher on the list. The emergency committee shall continue to act
until a quorum of the board of directors is available and able to act. If the corporation
has no directors, the emergency committee shall cause a special meeting of
shareholders for the election of directors to be called and held as soon as practicable.
Powers. The emergency committee shall have and may exercise all of the powers and
authority of the board of directors, including the power to fill a vacancy in any office of
the corporation or to designate a temporary replacement for any officer of the
corporation who is unavailable, but shall not have the power to fill vacancies in the
board of directors.

(b)  Quorum. A majority of the members of the emergency committee in office
shall constitute a quorum.

{c)  Status. Each member of the emergency committee who is not a director
shall during his or her service as such be entitled to the rights and immunities conferred
by law, the articles and these bylaws upon directors of the corporation and upon
persons acting in good faith as a representative of the corporation during an
emergency.

ARTICLE IX
Miscellaneous

Section 9.01 Corporate Seal. The corporation may have a corporate seal in the
form of a circle containing the name of the corporation, the year of incorporation and
such other details as may be approved by the board of directors from time to time.

Section 9.02 Checks. All checks, notes, bills of exchange or other orders in
writing shall be signed by such person or persons as the board of directors or any
person authorized by resolution of the board of directors may from time to time
designate.

Section 9.03 Contracts. Except as otherwise provided in the Business
Corporation Law in the case of transactions that require action by the shareholders, the
board of directors may authorize any officer or agent to enter into any contract or to
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execute or deliver any instrument on behalf of the corporation, and such authority may
be general or confined to specific instances.

Section 9.04 Interested Directors or Officers; Quorum.

(a) General Rule. A contract or transaction between the corporation and one
or more of its directors or officers or between the corporation and another domestic or
foreign corporation for profit or not-for-profit, partnership, joint venture, trust or other
enterprise in which one or more of its directors or officers are directors or officers or
have a financial or other interest, shall not be void or voidabie solely for that reason, or
solely because the director or officer is present at or participates in the meeting of the
board of directors that authorizes the contract or transaction, or solely because his, her
or their votes are counted for that purpose, if:

(1) the material facts as to the retationship or interest and as to the
confract or transaction are disclosed or are known to the board of directors and
the board authorizes the contract or transaction by the affirmative votes of a
majority of the disinterested directors even though the disinterested directors are
less than a quorum;

(2) the material facts as to his or her relationship or interest and as
to the contract or transaction are disclosed or are known to the shareholders
entitled to vote thereon and the contract or transaction is specifically approved in
good faith by vote of those shareholders; or

(3) the contract or transaction is fair as to the corporation as of the
time it is authorized, approved or ratified by the board of directors or the
shareholders.

(b) Quorum. Common or interested directors may be counted in determining
the presence of a quorum at a meeting of the board which authorizes a contract or
transaction specified in Subsection (a).

Section 9.05 Deposits. All funds of the corporation shall be deposited from time
to time to the credit of the corporation in such banks, trust companies or other
depositories as the board of directors may approve or designate, and all such funds
shall be withdrawn only upon checks signed by such one or more officers or employees
as the board of directors shall from time to fime determine.

Section 9.06 Corporate Records.

(a) Reaquired Records. The corporation shall keep complete and accurate
books and records of account, minutes of the proceedings of the incorporators,
shareholders and directors and a share register giving the names and addresses of all
shareholders and the number and class of shares held by each. The share register shall
be kept at either the registered office of the corporation in the Commonwealth of
Pennsylvania or at its principal place of business wherever situated or at the office of its
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registrar or transfer agent. Any books, minutes or other records may be in written form
or any other form capable of being converted into written form within a reasonable time.

(b) Right of Inspection. Every shareholder shall, upon writien verified demand
stating the purpose thereof, have a right to examine, in person or by agent or attorney,
during the usual hours for business for any proper purpose, the share register, books
and records of account, and records of the proceedings of the incorporators,
shareholders and directors and to make copies or extracts therefrom. A proper purpose
shall mean a purpose reasonably related to the interest of the person as a shareholder.
in every instance where an attorney or other agent is the person who seeks the right of
inspection, the demand shall be accompanied by a verified power of attorney or other
writing that authorizes the attorney or other agent to so act on behalf of the shareholder.
The demand shall be directed to the corporation at its registered office in the
Commonwealth of Pennsylvania or at its principal place of business wherever situated.

Section 9.07 Amendment of Bylaws.

(a) General Rule. Except as otherwise provided in the express terms of any
series of the shares of the corporation or as otherwise provided by Section 9.07(b), any
one or more of the foregoing bylaws and, except as otherwise stated in this Section
9.07(a), any other bylaws made by the board of directors or shareholders may be
altered or repealed by the board of directors. The shareholders or the board of directors
may adopt new bylaws except that the board of directors may not adopt, alter or repeal
bylaws that the Business Corporation Law specifies may be adopted only by
shareholders, and the board of directors may not alter or repeal any bylaw adopted by
the shareholders that presumes that such bylaw shall not be altered or repealed by the
board of directors.

(b} Supermajority Vote. Sections 1.02(a), 4.01(b), 4.03(a) and (b), 4.04, 4.05,
4.08 (but only with respect to the alteration or repeal of the last sentence thereof, or a
change to the bylaws having substantiaily the same effect), 4.12(c), 5.01(a), 5.06(b),
5.07 and 5.08 and this Section 9.07(b) may be altered or repealed only by a vote of
80% of the Whole Board.

(c) Effective Date. Any change in these bylaws shall take effect when adopted
unless otherwise provided in the resolution effecting the change.

As adopted [Effective Time].
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EXHIBIT B

FORM OF COMPANY AFFILIATE LETTER
, 200

Exelon Corporation
10 S. Dearbomn St.
Chicago, lilinois 60603

Ladies and Gentlemen:

I have been advised that, as of the date hereof, ] may be deemed to be an “affiliate” of
Public Service Enterprise Group Incorporated, 2 New Jersey corporation (the “Company™), as
such term is defined for purposes of paragraphs (c) and {d) of Rule 145 of the Rules and
Regulations (the “Rules and Regulations™) of the Securities and Exchange Commission (the
“Commnission”) under the Securities Act of 1933, as amended (the “Securities Act™).

Pursuant to the terms of the Agreement and Plan of Merger, dated as of December 20,
2004 (as it may be amended, supplemented or modified from time to time, the “Merger
Agreement”), between the Company and Exelon Corporation, a Pennsylvania corporation
(“Parent™), the Company will be merged with and into Parent (the “Merger”). Capitalized terms
used herein but not defined herein shall have the meanings ascribed to such terms in the Merger
Agreement.

I have been advised that the issuance of Parent Shares pursuant to the Merger will be
registered with the Commission under the Securities Act on a Registration Statement on Form S$-
4. 1 have also been advised, however, that since I may be deemed to be an affiliate of the
Company at the time the Merger Agreement is submitted to a vote of the shareholders of the
Company, my ability to sell, assign or transfer any Parent Shares that I receive in exchange for
any shares of Common Stock, no par value per share, of the Company (“Company Common
Stock™) pursuant to the Merger may be restricted unless such sale, assignment or transfer is
registered under the Securities Act or an exemption from such registration is available. I
understand that such exemptions are limited and I have 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 Parent Shares of Rules 144 and 145(d) promuigated under the Securities Act.

I hereby represent and warrant to and covenant with Parent that I will not sell, assign or
transfer any Parent Shares except (i) pursuant to an effective registration statement under the
Securities Act, (ii) by a sale made in conformity with the volume and other limitations of Rule
145 (and otherwise in accordance with Rule 144 under the Securities Act, if I am an affiliate of
Parent and if so required at the time) or (iii} in a transaction which, in the opinion of independent
counsel reasonably satisfactory to Parent or as described in a “no-action” or interpretive letter
from the Staff of the Commission reasonably satisfactory to Parent, is not required to be
registered under the Securities Act. In the event of a sale of Parent Shares pursuant to Rule 145,
I will supply Parent with evidence of compliance with such Rule, in the form of customary
seller’s and broker’s Rule 145 representation letters or as Parent may otherwise reasonably
request.
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I understand that Parent is under no obligation to register the sale, assignment, transfer or
other disposition of Parent Shares by me or on my behalf under the Securities Act or to take any
other action necessary in order to make compliance with an exemption from such registration
available solely as a result of the Merger.

1 acknowledge and agree that appropriate legends will be placed on certificates
representing Parent Shares delivered to me or held by a transferee thereof, which legends will be
removed (i) by delivery of substitute certificates upon receipt of a letter from the Staff of the
Commission, or an opinion of counsel in form and substance reasonably satisfactory to Parent, to
the effect that such legends are no longer required for the purposes of the Securities Act and the
rules and regulations thergunder or (i1) in the event of a sale of Parent Shares which has been
registered under the Securities Act or made in conformity with the provisions of Rule 145.

I further understand and agree that Parent may instruct the registrar for the Parent Shares
not to register the transfer of any Parent Shares held by me unless any such transfer is made in
accordance with this letter agreement.

Execution of this letter should not be considered an admission on my part that [ am an
“affiliate” of the Company as described in the first paragraph of this letter, or as a waiver of any
rights I may have to object to any claim that I am such an affiliate on or after the date of this
letter.

This letter agreement constitutes the complete understanding between Parent and me
concerning the subject matter hereof. This letter agreement shall be governed by and construed
and interpreted in accordance with the laws of the Commonwealth of Pennsylvania applicable to
contracts to be performed wholly in the Commonwealth of Pennsylvania.

If you are in agreement with the foregoing, please so indicate by signing below and
returning a copy of this letter to the undersigned, at which time this letter shall become a binding
agreement between us.

Very truly yours,
Name:
Accepted this day
of , 200_.
EXELON CORPORATION
By:
Name:
Title:
-
CH1 3099155v8
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DIRECT TESTIMONY OF DENIS P. O’BRIEN
I. INTRODUCTION AND QUALIFICATIONS

Please state your name and business address.

My name is Denis P. O’Brien. My business address is PECO Energy Company

(PECO), 2301 Market Street, Philadelphia, Pennsylvania 19101.
What position do you hold at PECO?
I am President of PECO.

Please summarize your professional background and your experience in the

utility industry.

I have 23 years of utility experience in engineering and operations, strategic
planning and executive management. I began my career in 1982 as an engineer in
PECO’s Transmission and Distribution Department performing a variety of
engineering, project management and supervisory duties. In 1987, I was
promoted to Division Engineer of the Philadelphia Division. From 1989 to 1991,
I was assigned to the Company’s Corporate Planning Department where I
developed and supported the Company’s implementation of Total Quality
Management. From 1991 to 2000, I progressed through various supervisory and
managerial positions in the Operations Department. In 2002, I was promoted to
Vice President of Operations, where I was responsible for the operation,
maintenance and construction of the electric and gas transmission and distribution
systems. In 2002, I was also appointed Executive Vice President with
responsibility for all PECO day-to-day operations. In 2003, I was promoted to

my present role of President of PECO, where [ am responsible for leadership over
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PECO’s electric and gas operations and overall performance associated with
service reliability, customer satisfaction, and regulatory and external affairs.

I hold a Bachelor of Science degree in Industrial Engineering from Rutgers
University and a Master of Business Administration degree in Finance from
Drexel University. 1 serve on numerous civic and industry boards, including the
Energy Association of Pennsylvania, the American Gas Association, the
Pennsylvania Economy League, Greater Philadelphia Chamber of Commerce,
Select Greater Philadelphia, The Franklin Institute Science Museum, the Greater

Philadelphia YMCA, Drexel University and the WHY'Y board of trustees.
What is the purpose of your testimony in this proceeding?

The purpose of my testimony is to (i) provide an overview of the proposed merger
(Merger) of Public Service Enterpnse Group Incorporated (PSEG) with and into
Exelon Corporation (Exelon), PECO’s ultimate corporate parent, (ii) describe the
benefits the Merger is expected to create, and (i11) describe generally the effects |
the Merger will have on customers, employees and local communities in PECO’s

service terntory.

II. THE PROPOSED MERGER

Please describe briefly the proposed Merger.

In December 2004, the Boards of Directors of Exelon and PSEG unanimously
approved an Agreement and Plan of Merger, a copy of which is provided as the
separately bound Exhibit “C” to the Joint Application in this matter, pursuant to

which PSEG will be merged with and into Exelon, subject to various shareholder

and regulatory approvals. The Merger would create the premier electric and gas
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utility 1n the United States. Under the agreed upon post-Merger corporate
structure, PSEG’s subsidiary, Public Service Electric and Gas Company
(PSE&G), which provides regulated electric and natural gas service in New Jersey
and which holds a limited certificate of public convenience and necessity issued
by this Commission, will become a subsidiary of Exelon Energy Delivery
Company, LLC (Exelon Energy Delivery). Exelon Energy Delivery is a first tier
subsidiary of Exelon and the immediate parent of PECO and PECO’s Illinois-

based affiliated utility, Commonwealth Edison Company (ComEd).
What will happen at the shareholder level to effect the Merger?

Each holder of PSEG common stock will receive 1.225 shares of Exelon common
stock upon consummation of the merger, with cash being paid in lieu of fractional
shares. The shareholders of PSEG must approve the Merger, and the shareholders
of Exelon must approve the issuance of additional shares necessary to effect the
Merger. Shareholder meetings for both Exelon and PSEG will be scheduled in

mid-2005 to vote on the transaction. In addition, various regulatory approvals are

needed in order to complete the Merger, and we currently anticipate that it will

take 12-15 months to obtain all of those approvals. Upon completion of the

Merger, Exelon will be renamed Exelon Electric & Gas Corporation (EEG).
Please describe briefly the combined post-Merger company.

The combined company will have three transmission and distribution utilities
operating in three states (PECO in Pennsylvania, PSE&G in New Jersey and
ComEd in Illinois) that, in total, will provide service to over 7 million retail

electric customers and 2 million retail gas customers. Each of EEG’s utility
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subsidiaries will remain separate corporations with separate headquarters located
in their respective service areas: PECO in Philadelphia, Pennsylvania, PSE&G in

Newark, New Jersey, and ComEd in Chicago, Illinois.

Before planned divestitures, EEG will also have over 50,000 Megawatts
(MW) of generation located principally within the centrally dispatched control
area of the PJM Interconnection, L.L.C. (PJM), which is the Regional
Transmission Organization (RTO} approved by the Federal Energy Regulatory
Commission (FERC) for transmission systems covering all or parts of 12 states
and the District of Columbia. The headquarters of Exelon Generation Company,
LLC (Exelon Generation) will move from Pennsylvania to Newark, New Jersey,
and the headquarters of EEG’s nuclear operation will move from the Chicago area
to southeastern Pennsylvania. The headquarters of the combined energy trading
organization will be located in southeastern Pennsylvania as well. Pre-and post-
Merger corporate organization charts are attached as Exhibits “A” and “D” to the

Joint Application

Q. Who will hold the positions of Chairman, Chief Executive Officer and

President of EEG after the Merger?

A. When the Merger is consummated, John W. Rowe, the current Chairman,

President and Chief Executive Officer of Exelon, will be President and Chief
Executive Officer of EEG and a member of the Board of Directors, and E. James
Ferland, who currently serves as Chairman, President and Chief Executive Officer

of PSEG, will be non-executive Chairman of the Board and a director. Upon Mr.
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Ferland’s retirement, anticipated to occur in March 2007, Mr. Rowe will become

Chairman of the Board and remain Chief Executive Qfficer of EEG.
Will there be any change in the senior management of PECO?

Following the Merger, I will remain President of PECO and will continue to be
responsible for PECQO’s day-to-day operations. As is the case today, PECO’s
paramount goal post-Merger will be the consistent delivery of safe, adequate and

reliable retail electric and natural gas service at reasonable rates.

III. REQUESTED REGULATORY APPROVALS

What regulatory approvals do the Joint Applicants request of the

Commission?

The Joint Applicants request that the Commission find that a ruling is not required
or, in the alternative, approve a “change in control” of PECO and PSE&G under
Section 1102(a)(3) of the Public Utility Code. If the Commission decides to
assert jurisdiction over the Merger, the Joint Applicants request that the
Commission make the necessary findings under Sections 2210 and 2811 of the
Code, namely that the Merger will not lead to the unlawful exercise of market
power nor otherwise prevent customers from obtaining the benefits of properly

functioning and workable competitive retail natural gas and electricity markets.

On what basis could the Commission conclude that its approval of the

merger is not required?

I am advised by counsel that the Merger will not result in a “change in control” of

either PECO, its immediate parent (Exelon Energy Delivery) or its ultimate parent
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10

11

12

13

14

15

16

17

18

19

20

21

22

23

(Exelon), as that term is defined by the Commission’s Merger Policy Statement.
In contrast, there will be a “change in control” of PSE&G, as it becomes a first-
tier subsidiary of Exelon Energy Delivery and a second-tier subsidiary of Exelon.
However, PSE&G’s status as a “public utility” for Pennsylvania regulatory
purposes is attributable entirely to its fractional ownership interest in an electric
transmission line that runs from the Conemaugh Generating Station to the
Maryland border. PSE&G does not serve any retail customers in Pennsylvania,
nor is it authorized to, and, in fact, the certificate issued by the Commission in
1968 at Application Docket No. 94234 specifically provides that PSE&G “shall
confine and restrict its operations to the construction, maintenance, repair,

replacement, and removal of the proposed electric transmission line.”

IV. BENEFITS OF THE MERGER

Please explain generally the benefits the Merger is expected to produce.
We expect the Merger to produce substantial benefits in several important ways.

Increased Scale, Scope and Operational Diversity. The Merger of
Exelon and PSEG will increase the scale and scope of the combined entity’s
energy delivery and generation businesses. For retail utility operations, this
means a larger geographic “footprint” and, as a result, a more diverse customer
base. For the generation business, it means the combined company’s larger
portfolio of generation assets will enable it to capture economies of scale and will
provide more balance and diversification in terms of geographic location, fuel

mix, dispatch and load-serving capacity. In addition, EEG’s overall operations

1-PH/2159339.1
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will be more balanced, with approximately half its earnings and cash flow coming
from its three regulated utilities and approximately half from the generation
business. The greater scale, scope and diversification of the combined company’s
operations should provide more stable cash flows and greater earnings
predictability, which, in tum, should allow EEG to maintain a strong balance

sheet and continued access to capital at favorable rates.

Financial Strength and Flexibility. The Merger will provide continued
financial strength and flexibility associated with a company with a strong balance
sheet. Following the Merger, EEG will have approximately $70 billion in assets,
a market capitalization of approximately $40 billion, annual revenues of
approximately $26 billion and annual net income of approximately $2.6 billion.

The PECO Energy balance sheet will not change as a resuit of the Merger.

Commitment to High-Quality Service; Sharing of Best Practices.
Exelon is committed to maintaining and, where possible, enhancing the high-
quality service it provides. As a result of the merger, PECO will benefit from
the opportunity to share best practices with PSE&G, which has an outstanding
record of reliability and customer service in terms of both its electric and natural

gas delivery functions.

Synergies. The Merger will create the opportunity to achieve meaningful
cost savings not only through the sharing of best practices, as mentioned above,
but also through the elimination of duplicative functions, improved operating
efficiencies in nuclear and other generation operations and supply-chain benefits

from improved sourcing. William Arndt, Exelon’s Senior Vice President,
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Financial Operations, in his testimony, describes both the anticipated synergies

and the costs that will have to be incurred to achieve those synergies.

Commitment to Competition. Exelon and PSEG have been strong
advocates of competition in retail and wholesale markets for both electricity and
natural gas. This shared vision will allow EEG to be even more active in
promoting competitive markets and developing energy-related services. In
addition, we anticipate that the knowledge and experience of each company will
enhance EEG’s ability to manage the transition to competition, which will provide
benefits for customers and shareholders. We also recognize that combining the
generation assets of the two companies raises certain market concentration
concerns. To address those concems, as part of our Application to the Federal
Energy Regulatory Commission (FERC) for approval of the Merger, we are
proposing a mitigation plan that entails divesting certain generating assets and
selling entitlements to nuciear generation. Dr. William H. Hieronymus, PECO’s
witness on competitive markets, analyzes the market concentration issues and

describes the proposed generation mitigation plan in his testimony.

in addition to the benefits I have described above, we believe the Merger
will provide greater opportunities for our employees and benefit the communities

we serve, as | explain below.

V. EFFECTS OF THE MERGER ON SERVICE,
RATES, JOBS AND LOCAL COMMUNITIES

Mr. O’Brien, how will the merger affect PECO’s day-to-day operations?

1-PH/2159339.1
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It will not have a significant impact on PECO’s day-to-day operations. As
previously mentioned, I will continue to serve as President of PECO. In addition,
PECO’s headquarters will remain in Philadelphia in accordance with
commitments that we have made in the past. In effect, PECO is going to be the
same company that it is today, with the same employees in the field and with the
same strong commitment to our customers and the communities in which they

reside.

Over the past several years, PECO has consistently met or exceeded its
commitments in terms of reliability, safety, and customer service. There will be
no relaxation in our performance going forward. To the contrary, I believe that
the Merger will provide PECO opportunities to perform at an even higher level.
I say this because the combined entity, by virtue of its greater resources and
sharing of “best practices,” will be better positioned to meet future customer
demands. Similarly, the Merger, by opening up new and broader career
opportunities for employees, will enhance PECO’s ability to attract, train and

retain an exceptionally skilled workforce.

Please provide more details around PECO’s performance in the areas of

safety, reliability and customer service.

PECO has met or exceeded all prior merger commitments in the Customer
Service area. Additionally, PECO continues to show improvement in its customer

service performance. PECO also continues to have any excellent safety record,

consistently performing in the top deciles in key safety areas. In regards to
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reliability, PECO has exceeded all PUC benchmark and standards for reliability
and has shown an improving trend, since restructuring in 1998, in the areas of
Customer Average Interruption Duration Index (CAIDI) and System Average
Interruption Frequency Index (SAIFI). These improvements have occurred within
the backdrop of the 2000 PECO/Unicom merger and PECO will have further

opportunities to continue to benefit from sharing best practices with PSE&G.
What effect will the Merger have on PECO’s rates?

None in the short-term. As the Commission is aware, PECQ’s electric
transmission and distribution rates are capped through the end of 2006 and its
generation rates are capped through the end of 2010. These commitments, to
which PECO agreed to as part of the 2000 PECO/Unicom Merger and the 1998
Electric Restructuring Case, will not be affected by the Merger. Nor will there be
any change, as a result of the Merger, to any of PECO’s rules, regulations, terms
and conditions of service, or existing customer assistance programs. At the same
time, and as Mr. Arndt explains in his testimony, the Merger will generate
economies, some of which will accrue to PECO’s Pennsylvania jurisdictional
regulated businesses. Those economies will help offset future increases in the
cost of providing reliable regulated electric and gas distribution service and, thus,

may give rise, over time, to lower rates than would otherwise be the case.

What measures are in effect to assure that PECQ’s customers are not

exposed to the risks attendant to EEG’s non-jurisdictional operations?

In the 2000 PECO/Unicom merger proceeding to which I earlier referred, PECO

agreed that the cost of capital used in establishing PECO’s retail electric and

10
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natural gas rates would “not reflect any risk adjustment associated with its
corporate parent Exelon, or any affiliate not regulated by the
Commission....PECQO’s cost of capital shall include its cost rate for debt,
preferred stock, and common equity....” PECO further agreed that, absent the
Commission’s authorization, it would not (i) guarantee the debt or credit
instruments of Exelon or any affiliate not regulated by the Commission, (ii)
mortgage utility assets on behaif of Exelon or such affiliates, or (i) loan money
or otherwise extend credit to Exelon or such affiliates for a term of one year or
more. Finally, we agreed to maintain reasonable accounting controls and pricing
protocols to govern transactions with affiliates, and to provide the Commission,
the OTS, the OCA and the OSBA reasonable access to the books, records and
personnel of PECQO’s affiliates where necessary for the Commission to adequately
review PECO’s purchases of goods or services from those affiliates. We make

the same pledges in this case.

In the Unicom merger proceeding, PECO also made various concessions that
were intended to ensure that Pennsylvania retail customers would not be
charged certain costs, including nuclear decommissioning expense, associated
with the ownership and operations of any nuclear generating plants (or
fractional ownership interests in such plants) that it did not hold on
December 31, 1999. Does PECO make the same commitment in this case as

it relates to PSEG’s ownership interests in the Hope Creek, Salem, and Peach

Bottom plants?

Yes, it does.

11
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How will the Merger affect the further development of competitive retail

electric and natural gas markets in Pennsylvania?

I am not an expert on competition, and on this subject [ will defer to the testimony
of Dr. Hieronymus. I understand that Dr. Hieronymus feels certain that if, as is
anticipated, the combined entity is successful in increasing the capacity factors of
the Salem and Hope Creek plants, the availability of more low-cost nuclear
generation should, all other factors being equal, put downward pressure on
wholesale power prices in the PJM region. As Dr. Hieronymus explains in his
testimony, lower wholesale prices, in turn, should inure to the benefit of retail
customers. In addition, PSEG brings a wealth of experience in acquiring energy
and capacity through the competitive procurement process employed by its utility
subsidiary, PSE&G, as a participant over the past several years in New Jersey’s
Basic Generation Service (BGS) auction. That experience will be of significant
value to PECO and the Commission in developing and implementing the systems
required for PECO to satisfy its default/provider of last resort obligations at the
end of its generation rate cap period. Regarding the gas market, Dr. Hieronymous
in his testimony, after considering the ability of the merging companies to control
the price of gas and/or the retail market concluded that the merger will have no

impact on the competitive retail gas market.
Will the Merger result in any reductions in force?

Yes, but only to a modest degree. Certain positions, primarily in the managerial
and administrative ranks, will no longer be necessary as duplicative functions are

consolidated. However, we believe that many of the reductions in force will be

12
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achieved, to the extent practical, through attrition and/or the normal retirement
process. Severance programs may also be utilized. Perhaps more importantly,
there are no plans to reduce field forces in either our electric or natural gas

delivery functions.

Specifically, how will PECO’s union employees be affected by this

transaction?

With respect to PECO’s union positions, as with all positions, employees will be
treated fairly and equitably. PECO believes the Merger will not affect its
relationship with its unionized workforce. Any changes to the terms and
conditions of employment for unionized employees will occur as a result of the
collective bargaining process. We will accomplish any job reductions in
accordance with our collective bargaining obligations and, as much as possible,
through attrition. At this time, we do not anticipate that any reductions will be

made to field level employees.

Will the Merger affect PECQO’s support of regional institutions, charitable

organizations and economic development initiatives?

Absolutely not. PECO is a significant contributor to many important nonprofit
and civic initiatives in our service territory. Exelon and PSEG share this
comnttment to community leadership. We will continue to support the
educational, environmental, arts and culture and community development
programs that improve the quality of life in our region. These include the PECO
Primate Reserve at the Zoo, the Philadelphia Academies career education

programs, Open Space environmental grants in our five counties, and major

13
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support to help build the Kimmel Center, and relight Boathouse Row. We also
commit our employee volunteer resources as coaches, mentors and fundraisers
and through participation as board members and service on township
commissions, school boards and borough councils. Since the merger of PECO
and Unicom in 2000, PECO Energy has continued to be a recogmzed leader in
economic development activities within the southeastern Pennsylvania region.
PECO has provided direct support to local efforts that led to the attraction and / or
retention of over 70 companies to expand or locate in the region, creating more
than 8,000 jobs and 98 megawatts of additional electric load. PECO has also
actively participated in efforts to revitalize brownfields in order to create jobs and

foster economic development in urban areas.

Q. Will the Merger affect PECO’s involvement in the customer assistance

programs?

Al No, PECO will continue its strong support for its numerous Universal Service

Programs including CAP, LIHEAP, LIURP and CARES. Further, all settlement
commitments associated with the 2000 PECO/Unicom Merger and 1997 Electric

Restructuring Case will continue to be honored.

V1. CONCLUSION

Q. Does this conclude your testimony?

Al Yes, it does.

14
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I. INTRODUCTION AND QUALIFICATIONS

Please state your name and by whom you are employed.

My name is William D. Amdt and [ am the Senior Vice President, Financial
Operations for Exelon Corporation. My business address is 10 S. Dearborn, 38"

Floor, Chicago, Illinois 60603.
Would you briefly summarize your academic and professional background?

I graduated from the U.S. Merchant Marnine Academy with a Bachelor of
Science degree in Marine Engineering in 1980. After working for two years as a
licensed engineer aboard U.S merchant vessels, I began my professional career at
General Electric Company (GE) where I remained until joining Exelon in 2001.
During my tenure at GE, I held a number of operating, commercial and management
positions within GE'’s nuclear energy business. My early responsibilities included
field service engineering, project management, marketing and various customer
relations and account leadership roles. My last five years at GE were at the executive
level where I held global business leadership roles for two different divisions of GE
Nuclear Energy in which my responsibilities included integration and leadership roles

for two global joint ventures within GE's nuclear fuel business.
Please describe your current and previous roles within Exelon.

As Senior Vice President, Financial Operations, I am currently responsible for
leading the Business Unit financial organizations for Exelon Generation, Exelon
Energy Delivery, Exelon Enterprises, and Exelon Business Services. My

responsibilities include strategic long-range planning, profit and loss forecasting and
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reporting, budgeting, financial variance analysis, cost management, business
performance reporting and decision support, as well as leveraging economic
synergies across these Business Units. I have also been responsible for managing our
internal transformation program - The Exelon Way — from February 2003 through the

present.

Prior to my current role, I was Senior Vice President, Business Operations for
Exelon Generation, Enterprises and Services. My initial role at Exelon was Vice
President, Business Operations for Exelon Nuclear with responsibility for the
business planning, finance, supply chain and information technology functions across

our nuclear business.

II. PURPOSE OF TESTIMONY

What is the purpose of your testimony?

I am providing testimony on behalf of Exelon Corporation and Public Service
Enterprise Group, Incorporated (the Companies) and their respective regulated utility
operating companies, Public Service Electric & Gas Company (PSE&G); PECO
Energy Company (PECO); and Commonwealth Edison Company (ComEd), to
sponsor the identified merger-related synergies from the announced combination of
the Companies. My testimony addresses the regulated cost savings from the merger

and the costs-to-achieve those savings.

In this testimony I: (1) describe the process for identifying synergies from the
merger of the Companies; (2) describe the synergies categories quantified by this

process; (3) identify the specific areas where synergies are expected from the
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combination; (4) present the overall gross and net synergies to the regulated business
over the relevant four-year time period; (5) describe the allocation process used to
develop related savings distribution to the regulated business, the respective utility
operating companies, and the business segments, i.e., electric and gas, transmission

and distribution; and (6) affirm the reasonableness of the synergies presented.

How is the remainder of your testimony organized?

My testimony is organized into the following sections:

- Summary of Testimony

- Approach to Synergies Identification

- Synergies Description and Quantification
- Costs-to-Achieve

- Pre-merger Initiatives

- Allocation of Savings

Have you included any exhibits to your testimony?

Yes. EXHIBIT WDA-1 is a summary of my Exelon and prior work
experience, EXHIBIT WDA-2 provides a four-year summary of the total net
regulated business cost savings, EXHIBIT WDA-3 summarizes the total regulated
business costs-to-achieve, EXHIBIT WDA-4 provides a before and after view of
corporate and shared services savings allocations to the regulated business, EXHIBIT
WDA-5 summarizes a similar before and after view of costs-to-achieve allocations to
the regulated business, and EXHIBIT WDA-6 provides an overall allocation of total
regulated business cost savings and costs-to-achieve between the respective utility

operating companies and business segments.
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. SUMMARY OF TESTIMONY
Please summarize your testimony.

As I will discuss in the balance of my testimony, the merger is anticipated to
result in costs below the levels that otherwise would have been achievable on a stand-
alone basis for any of the utility operating companies. These savings in costs also will
be realized without creating reliability risks or adverse impacts to the effective and

safe delivery of service to customers.

The Companies have identified approximately $155 million of estimated net
O&M and capital carrying cost savings within or allocated to the regulated business
over the four-year period 2006-2009. This net amount also reflects approximately
$358 million of out-of-pocket costs-to~-achieve these savings, and approximately $22
million of planned cost constraint or reduction initiatives by the utility operating
companies prior to the merger (pre-merger initiatives).

On an annual basis, net regulated business savings are expected to grow from
a negative $70 milhion in 2006 due to the high initial costs-to-achieve, to a positive
savings level in excess of $107 million by 2009 after the majority of costs-to-achieve
have been incurred. This savings level will generally continue on an ongoing basis.
These identified savings, however, do not reflect other ongoing cost increases
occurring within the overall business. Thus, the merger cost savings do not fully
offset recurring cost escalation.

These identified total corporate and shared services savings before and after

allocation to the regulated business are summarized on the following table.
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NET REGULATED SAVINGS
($ in Millions)
I. Gross Regulated Savings 2006 2007 2008 2009 Totat
A. Allocated Corporate
Corporate and Shared Services Staffing $29 $37 $44 $47 $157
Corporate and Adminisiative Programs 4 16 17 18 64
Information Technology AL} i 23 24 18
Sub-Total Allocated Corporate $56 $70 584 589 $299
B. Unitity
Support Staffing $14 537 $40 $44 $135
Non-Labor 16 25 28 32 m
Sub-Total Utility $30 362 363 376 $236
Totat Gross Reguiated Savings $86 $132 $152 $165 $535
Il Regulated Cost-to-Achieve 5(152) $(91) $(65) $43) $(358)
ill. Regulated Pre-Merger Initiatives $(3) (5 $(6) 5(8) $(22)
Net Regulated Savings ${10) $35 $81 $108 $155

The total identified corporate and shared services savings before allocation
that were used to develop the above table are illustrated in EXHIBIT WDA-4.
Through the remainder of my testimony, I will discuss the regulated business savings
levels, by category.

The identified synergies above reflect the net regulated business savings
expected to result from the merger and were jointly developed by the Companies.

The cost savings that have been identified reflect my view of where and how
operating synergies can be achieved for the regulated business. A structured process
including offtcers and employees from each Company was utilized for synergies
identification and quantification to guide management's evaluation and provide a

basis for determining the potential benefits from the merger. I believe that this
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process effectively quantified a reasonable estimate of the savings that will be

realized by the Companies.

The identified cost savings relate to the reduction or avoidance of costs from
the consolidation of the separate corporate, shared services and utility operations
support into single operating entities. The direct field service functions of the utility
operating companies are not affected by the merger and no savings have been

quantified in these areas.

Through consolidatioﬂ, duplicative functions and positions can be eliminated
and certain corporate costs, both O&M and capital, can similarly be reduced or
avoided. In addition, expenditures for materials and third-party services can be
reduced from more effective sourcing from suppliers and vendors, thus capturing
economies of scale.

Related out-of-pocket costs-to-achieve these savings have also been identified
and reflect the expenses that will be incurred in integrating the Companies to realize
the savings and in processing the merger applications through the various Federal and
state regulatory agencies, among other required expenditure areas. These costs-to-
achieve are necessary expenses incurred to attain the identified benefits from the
merger.

The regulated business synergies estimate that has been prepared reflects only
those savings that arise directly from the merger. The process we employed focused
on savings that would not otherwise be attainable from management actions that
either Company could have initiated on its own. In addition, we took deliberate

efforts to avoid double-counting any potential savings that could relate to initiatives
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already underway or planned at either Company. Through this process we determined
the level of cost initiatives already incorporated within those projections.

The identified regulated business savings reflect an allocation, where
necessary, between regulated and non-regulated operations, and subsequently to the
respective utility operating companies and the business segments. The total savings
from corporate and shared services were split between the regulated and non-

regulated businesses as they support both of these operational segments.

IV.  APPROACH TO SYNERGIES IDENTIFICATION

Please describe in more detail the process that the Companies utilized for

developing the overall synergies analysis.

The Compantes used a two-step process for synergies quantification. Prior to
the announcement of the transaction, the Companies assembled a working group to
focus on the identification and quantification of potential cost savings and costs-to-
achieve. | was responsible for the overall Exelon synergies team with the President of

PSEG's Shared Services organization as my counterpart.

Post-announcement, I again led, with support from my PSEG counterpart, a
focused effort to validate and refine the pre-announcement synergies and costs-to-
achieve. This effort included a broader group than the original teams to identify any
other factors that could affect synergies and that may not have been identified earlier.
From this post-announcement effort, a refined synergies estimate was prepared which
is the focus of my direct testimony.

How was the analysis conducted for the purpose of estimating available cost
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savings from the merger?

Business unit focused teams were established by each Company to assess
potential savings from the combination. The teams developed baseline data to
compare starting cost and staffing levels. Assumptions were also developed about
how the combined organizations would operate once the transaction was closed and
the Companies could be aligned and integrated to produce savings from consolidation
and / or the capture of economies of scale. With this data, the teams determined the
level of going-forward staffing nécessary to continue to providé high-quality service

to either internal or external customers.

An underlying philosophy of this effort was that front-line field service
positions would not be affected since the day-to-day work itself was not going to be
impacted by the combination.

The teams also evaluated non-labor cost levels to identify elements that could
be reduced from consolidation, wholly or partiaily avoided, absorbed through the
larger entity, or reduced at the unit cost level from economies of scale.

What period was used for the quantification of cost savings?

The savings were quantified for the regulated business over a four-year period
from 2006-2009. This four-year period was utilized because it reflected the period
during which a steady state of operations would be achieved, after which the savings
will generally continue. For example, reductions in staffing will be sustained into
future years since they relate to functions that are duplicative and related positions

will be permanently eliminated.
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Benefits from improved sourcing of materials will also continue into the
future as increased volumes on a combined basis create opportunity to permanently
reduce the unit and total costs of materials and services procured. Certain savings that
relate to avoided technology projects in particular years are generally more event-
driven, but will typically be replaced by other project expenditures from penod-to-
period.

What assumptions were made about the organizational model to be in place for

the combined Company?

The teams assumed that the current business unit based structure of Exelon
would provide the future model for the combined organization. Essentially, separate
business units would exist for generation operations, transmission and distribution

(T&D) operations (both electric and gas), shared services and the corporate functions.

Within the T&D business unit, which also includes the customer care
functions, the individual utility operating companies were assumed to remain in place
essentially as-is and to continue to focus on local service delivery. The T&D business
unit management and operations support functions, e.g., technical services, however,
were assumed to be consolidated across the three utility operatirig companies to
leverage economies of scale without affecting local operations capability or focus.

The shared corporate and services functions were assessed together regardless
of where the function actually resided.

Could the savings that have been quantified been achieved without the

combination of the Companies?
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No. The teams identified and quantified cost savings that would only arise
from the direct combination of the Companies and would not reflect reductions that
could have been achieved on a stand-alone basis. For example, the consolidation of
specific corporate functions, such as information technology, would not occur without
the merger. Similarly, the ability to capture economies of scale would not be possible
without the combination serving as the basis for joint planning, design and

procurement.

Even though both Companies have been continuously focused on constraining
or reducing costs, the cost savings that [ am sponsoring do not duplicate these stand-
alone imtiatives. In fact, I offset these savings to recognize the value of initiatives that
are already contained within the high level, near term financial forecast of each of the
Companies.

Were the costs-to-achieve the identified cost savings also identified during the

analysis?

Yes. As I will describe in more detail later in my testimony, out-of-pocket
costs will be incurred to complete the merger, as well as integrate the Companies to
support realization of the savings. These costs-to-achieve also only arise because of
the merger and would not otherwise be incurred. Thus, internal co-sts associated with
completing the merger would not be reflected in these amounts and are considered

sunk-costs.
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V. SYNERGIES DESCRIPTION AND QUANTIFICATION
A. Summary

What are the principal categories of cost savings that you have quantified?

EXHIBIT WDA-2 indicates five primary categories of cost savings as
described below, with the corporate and shared services staffing, corporate and
administrative programs, and information technology areas assessed on an enterprise-
wide basis and requiring allocation of total identified savings between the regulated

and non-regulated businesses.

¢ Corporate and Shared Services Staffing — Position reductions related to
redundancies associated with corporate management and business support
functions that support the regulated and non-regulated businesses.

e Corporate and Administrative Programs — Reductions in non-labor programs and
expenses, such as insurance and shareholder services, resulting from economies of
scale and cost avoidance that support the regulated and non-regulated businesses.

¢ Information Technology — Reductions in hardware, software, projects, and
operating costs associated with support of the regulated and non-regulated
businesses, from consolidation of redundant technology and system platforms.

o Utility Support Staffing — Position reductions in utility business management and
related support organizations from alignment and integration of functions.

e Utility Non-Labor — Aggregation and rationalization of materials and supplies
volumes and services contracts to achieve greater sourcing economies plus

improvements in bad debt expense from a combined billing platform.

11
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What level of gross and net regulated cost savings have been identified over the

first four years after the merger?

Based on the overall operating philosophy and the approach to cost analysis I
described earlier, approximately $535 million of gross cost savings were quantified
for the regulated business over the four-year period 2006-2009. The total amount of
out-of-pocket costs-to-achieve related to these regulated business cost savings are
estimated at $358 million over the first four years. Similarly, regulated business

related pre-merger initiatives are estimated at approximately $22 million.

The total estimated net regulated cost savings identified over the first four
years after the merger, after being adjusted for costs-to-achieve and pre-merger
initiatives, are approximately $155 million.

B. General Assumptions

What general financial assumptions were utilized to support the quantification?

Given the multi-year period used in the quantification of merger cost savings,
several underlying assumptions were required for the determination of annual and
recurring synergies, related to both O&M and capital. For the most part, the cost
savings were estimated based on analysis of the budgeted 2005 expense levels. To
reflect the continuing nature of the cost savings, specific escalation rates were then

applied, by category, to determine the level of savings in subsequent years.

Other financial assumptions were utilized for fixed charge rates and for
capitalization of costs. The fixed charge rate recognizes that a number of the cost

savings areas include reduced or avoided capital related costs, which would then

12
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reduce the capital carrying costs of the utility operating companies. The fixed charge
rate is used to quantify those impacts.

Certain expenditures in each of the business units are typically capitalized,
rather than expensed, based on the type of cost incurred and the policies of the
business unit. Specific capitalization rates were reviewed and applied for each of the
business units in the areas, where relevant, to recognize this accounting treatment.

Was a common escalation rate used for all savings categories?

No, a single escalation rate could not be used for all cosf savings categories,
because certain cost components, e.g., salaries, escalate at different rates than others,
e.g., benefits. An approximate 2.3% rate was used for general inflation. However, a
higher rate of 3.8% was used for salaries to reflect existing contract arrangements and
market requirements. This rate was then adjusted to reflect loadings for benefits and
applicable taxes, which resulted in a blended salaries and benefits escalation rate of

5.1%. The rates used reflect those developed for normal intemal financial forecasting
purposes.

How were fixed charge rates developed for the capital related savings

components?

A fixed charge rate was used in each year and applied to the capital-related
expenditure reductions identified. The fixed charge rate, which covers depreciation
and the pre-tax cost of capital, was determined for each of the utility operating
companies. The fixed charge rates of each utility operating company were then
blended to determine an overall rate for long-lived assets, such as plant-in-service,

and for more rapidly recovered assets, such as information technology-related

13
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expenditures. The fixed charge rate for capital items other than information
technology was approximately 14.4%, while for information technology items it was

approximately 32.1%, reflecting the more rapid (five year) depreciation period.

C. Cost Savings Summary
1. Corporate & Shared Services Staffing

What is the nature of the cost savings identified in the corporate staffing

category?

The Companies expect to consolidate the respective corporate management
and related functions performed within each stand-alone company. This consolidation
would allow for the execution of these corporate and administrative functions by a
single entity and create cost savings from reduced staffing levels associated with
these functions. This area captures the typical management functions of executive,
external relations, human resources, finance and accounting, information technology,

communications, supply chain, and various other administrative support functions.

These savings reflect those costs that can now either be achieved due to the
avoidance of the need for certain positions which perform similar tasks or from the
leveraging of existing positions to handle the workloads within the combined
Company due to economies of scale.

How were the identified staffing reductions developed?

After a comparative baseline was constructed, the current number of positions
was reviewed to determine the level of necessary future positions to perform the

required activities as a combined Company. Generally, it was assumed that there

14
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would be full consolidation of these corporate and administrative functions and that

duplication of functions and activities would be avoided.

The analysis assumed that the Companies would move to a common view of
which functions would be performed within either the corporate management
functions or the shared services business unit. For our purposes, it was assumed that
significant consolidation would occur and that specific organization structures were
not necessary for this analysis. In conducting the analysis, however, the nature of the
activities performed; the requirement for proximate performance of related functions;
the relative scale of the respective companies; and the relative stand-alone business
models, were all considered.

What did you determine to be the level of comparable positions for the corporate

management and shared services functions?

For Exelon, approximately 1,626 positions were identified for the corporate
and shared services areas, and 1,222 similar positions were identified for PSEG.
These position totals capture currently filled and open positions, as both categories

are affected by the merger.

A total of 528 corporate management and shared services position reductions
were identified from the merger and the adoption of a consolidated operating model.
These reductions represent the identified level of functional overlap and duplication
that could be avoided through the creation of tightly integrated corporate management
and shared services organizations.

When are these position reductions assumed to occur?
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These position reductions are assumed to occur over several years as the
related work can be consolidated and integrated. We have assumed that 313 positions
can be reduced within the first year after close. Other reductions have been linked to
anticipated system integration completion dates to reflect the timing of specific
system cutovers. Of the total 528 position reductions in these corporate management
and shared services areas, 119 would occur in the second year after the merger,
another 71 in the third year, and 25 in the fourth year. All of the staffing reductions
will occur within the four-year time period I have presented for savings

quantification.
How were the actual position reduction cost savings calculated?

Average salary levels were calculated by function and level and then applied
to the identified position reductions in those respective areas. Benefit costs were also
included in quantifying the cost savings associated with the identified position
reductions. These benefits typically include health insurance, life insurance,
employee investment plans, pension expense, accruals for retirement health benefits,
incentives and bonuses, payroll taxes and others. A blended benefits loading rate

of 37.5% was used to estimate average aggregate benefits cost.
Do any of the savings relate to costs that are capitalized?

Yes. A certain portion of these savings reduce costs that are capitalized rather
than expensed in the year incurred, reflecting the normal business practice of the
Companies. Capitalized amounts are recovered over the life of the asset to which

these costs are assigned. A blended capitalization rate of approximately 1% was used
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for the corporate management and shared services areas, based on historical

gxpernience.
How were savings calculated related to these capitalized amounts?

The fixed charge rates that I previously described were applied to the portion
of savings allocated to capital to convert these savings to capital carrying costs that

would be reduced.

What were the total regulated business savings estimated to result from

corporate and shared services staffing consolidation?

Cost savings for the corporate and shared services staffing reductions
allocated to the regulated business are $28.5 million in the first year, growing to

$47.5 million in the fourth year, resulting in average annual savings of $39.2 million.

2. Corporate and Administrative Programs

What is the nature of corporate and administrative program cost savings?

The merger allows for the reduction of non-labor costs that relate to these
same corporate management or shared services functions that I described earlier.
These costs can either be reduced or avoided as economies of scale can be leveraged,
redundant costs will simply not be expended or lower amounts may be expended for

similar activities from consolidation of stand-alone needs.

What specific areas were quantified in the corporate and administrative

programs area?
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Savings were identified, quantified, and allocated to the regulated businesses

over the four-year period. The following table shows the allocated cost savings to the

regulated business, by category.

CORPORATE AND ADMINISTRATIVE PROGRAMS

(3 in Millions) 2006 2007 2008 2009 Total
Administrative and General Overhead 2.1 3.0 3.5 3.8 12.4
Advertising 0.9 0.9 0.9 0.9 3.6
Association Dues 0.1 0.1 0.1 0.1 0.5
Benefits Administration 1.4 1.5 1.6 1.8 6.3
Directors' Fees 0.2 0.2 0.2 0.2 0.8
Facilities 1.7 23 2.6 2.8 9.4
Insurance 21 21 22 22 85
Professional Services 4.2 4.4 4.7 4.9 18.3
Shareholder Services 1.1 1.1 1.1 1.2 4.5
15.7 17.0 17.9 64.3

Total Corporate and Admin. Programs  13.7

Each of the aforementioned categories is described below.

a. Administrative and General Overhead

How are administrative and general expenses affected by this merger?

A variety of administrative expenses exist to support the day-to-day execution

of work responsibilities by employees. These miscellaneous types of expense are

generally characterized as overhead expenses and include training, postage,

stationery, employee travel, transportation, and office supply expenses, among others.

These costs are generally variable with the total number of positions and change as

the number of positions increase or decrease. As position reductions are achieved

through the merger, these miscellaneous overhead expenses also are reduced.
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How were estimated cost savings for this area quantified?

Miscellaneous overhead expenses were identified in the synergies
quantification process I described earlier, by category, by Company. The variable
administrative and general costs for the Companies are incurred primarily by, or on
behalf of, all employees. A $16,363 loader was developed for application to each of
the reduced positions to reflect these incidental support expenses that will no longer
be incurred after the merger is completed. The estimated merger savings identified
and allocated to the regulated business are $2.1 million in the first year growing to

$3.8 million in the fourth year, resulting in an average annual savings of $3.1 million.

b. Advertising

How are the advertising expenditures of the Companies affected by the merger?

Both Companies maintain separate programs for advertising at the corporate
level. After the merger is complete, the manner in which the Companies administer
these programs will change with Exelon administering this program across the family
of companies. Consolidation of each Company's agency spending and elimination of

stand-alone advertising will enable cost savings to be achieved.
How were savings with respect to advertising expenditures quantified?

The advertising and related expenditures of each Company were reviewed to
identify categories of expenditures that could be avoided. As stated above, agency
fees, campaign costs and general program consolidation will provide the opportunity
for cost savings to be realized immediately. In this case, 1t is likely that corporate

level PSEG expenditures will simply no longer be incurred, as all programs will be
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integrated at the Exelon enterprise level. The estimated cost savings for the regulated
business in the advertising category are $0.9 miliion in the each year, resulting in an

average annual savings of $0.9 million.

¢. Association Dues

How are the regulated business association dues of the Companies affected by

the merger?

Both Companies incur dues for trade groups, such as the Edison Electric
Institute (EEI) and the American Gas Association (AGA), which are calculated based
on proscribed formulas. As a combined entity, these dues will be reduced after
applying the formula to the combined two companies. The estimated cost savings for

the regulated business in this category are $0.1 million annually over the four years.

d. Benefits Administration

How can cost savings be achieved in the area of be nefits administration in this
merger?

Benefits administration savings typically arise from the consolidation of the
benefits plan administrators, trustees, and related costs. This can occur even without
the consolidation of the benefits plans themselves as these vendors are skilled at
handling multiple plans and most companies today have more than a single plan
across the business. These cost savings relate to the reduction in total administrative

fees as a result of sourcing this support from fewer vendors.

What is the level of estimated regulated business benefits administration cost

savings?
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The respective administrative fees paid by Exelon and PSEG to current
vendors were reviewed to determine the baseline expenditures and the opportunity for
plan management consolidation. The level of savings from improved sourcing of
benefits administration allocated to the regulated business is estimated at $1.4 million
in the first year growing to $1.8 million in the fourth year, resulting in an average

annual savings of $1.6 million.

e. Directors' Fees

How are savings in directors' fees derived from this specific combination?

These reductions result from the reduced number of total directors in the
combined Company compared to that of the separate Companies. The new board of
the combined Company will be smaller than the total size of the two separate boards.
The source of the savings is the reduced meeting and committee fees paid to directors
as a result of these directors leaving the board, as well as the reduction in travel

related costs from the fewer directors on the new board.
How were cost savings estimates in this category developed?

In this case, four directors will be reduced from the Companies as a result of
the merger. Based on the average fees and expenses for directors at each Company,
the total regulated business savings would amount to $0.2 million in the first through

fourth years, resulting in average annual savings of $0.2 million.

f. Facilities

How are regulated business facilities cost savings created through the merger?
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Cost savings arise from the number and geographic location of the various
corporate and headquarters locations. Cost savings are possible from the lower
square footage needed to be maintained after position reductions are worked through

the existing space configuration.
What level of facilities savings was calculated from the merger?

An average amount of square footage per employee was developed based on
the actual configurations. We also assumed that the amount of freed-up space could
be sub-let at the prevailing market rate to determine a blended sub-lease rate. Based
on this approach, regulated business facilities savings were estimated at $1.7 million
in the first year growing to $2.8 million in the fourth year resulting in average annual

savings of $2.4 million.

g. Insurance

Please describe how cost savings can be achieved from the merger in the area of

insurance.

A variety of insurance programs and coverages are established for the
property, director and officer liability and excess casualty areas, among others, by the
Companies. Each Company has independently defined its own risk philosophy,
established its coverage levels, determined related deductibles and negotiated other
terms and conditions of its insurance program. The combined Company will
undertake these same activities across a broader asset base and a different loss profile.
This view will result in lower insurance costs from a mix of program consolidation

and redesign for the combined Company.
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How were the savings in the area of insurance quantified in this merger?

Savings on insurance premiums were determined across the various insurance
program types through consultation with risk managers within each Company. The
ability to combine the insurance programs is estimated to result in approximately a
10% to 20% reduction in premium levels, by type of insurance. We have estimated
regulated business savings of $2.1 million in the first year growing to $2.2 million in

the fourth year, resulting in average annual savings of $2.1 million.

h. Professional Services

Please describe the nature of savings possible from the professional services

area.

The Companies utilize a vanety of third-party advisors for skills and expertise
beyond that available within either Company or to meet market or statutory
requirements. These professional services functions include such areas as audit, tax,
legal, and general management consulting and address similar areas within each

Company.
How were savings in the area of professional services quantified?

Savings were calculated by identifying and reviewing the expenditures for
third-party vendors at each Company. Audit savings were based on reducing the total
stand-alone costs of the Companies to a level reflecting the consolidated needs of the
business. Legal and general consulting services were reduced from current levels to
reflect the ability to combine internal and external resources more efficiently and

effectively. The total savings resulting from these reductions for the regulated
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business is $4.2 milhon in the first year growing to $4.9 million in the fourth year,

resulting in an average annual savings of $4.6 million.

i. Shareholder Services

How will the merger of the Companies impact the expenses incurred for

shareholder services?

In addition to the labor savings identified, cost savings are anticipated to result
through the combination of transfer agents, the elimination of duplicative investor
relations and a reduction in the total cost of processing transactions. Moreover,
reductions are expected in combined non-labor shareholder services costs in common
activities, such as proxy filings and registration costs, and from elimination of

duplicate costs assoctated with annual meetings and annual reports.
What is the level of savings estimated and how was it calculated?

The total estimated regulated business savings in the area of shareholder

services based on the 2004 expenditures of each of the Companies is approximately

$1.1 million in the first year growing to $1.2 million in the fourth year, resulting in an

average annual savings of $1.1 million.

3. Information Technology (IT)
Would you please describe how information technology savings are available to

the Companies?

The merger will result in a single IT organization, allowing stand-alone
operations of both Companies to be fully integrated and the related operating and

capital costs to be reduced. The opportunity to achieve these savings results from the
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rationalization and consolidation of underlying applications and standardization of
infrastructure inciuding: data centers, servers, networks, telecommunications and
workstations and elimination of duplicate projects. In essence, the merger will create
a fully aligned and integrated IT organization that operates across the enterprise using

consistent systems, networks, tools and methodologies.
How were the estimated savings in information technology developed?

A specific team was chartered with members from each Company to focus on
the IT area. This was done due to the complexity of the underlying decisions to be
made and the potential level of IT savings. This team compiled stand-alone baselines
to understand the current operating environments within each Company and the near-
and long-term plans for the respective IT organizations. This team reviewed the
stand-alone budgets of the Companies and inventoried the various applications in use.
With this information, the team developed a preliminary view of how the respective
IT organizations could be integrated in the future. Since the IT function serves the
entire enterprise, it was analyzed as a total function with potential savings either

directly assigned or allocated to the regulated business.

Are there particular information technology areas that are likely to provide

significant savings contribution?

Yes. PSEG and Exelon utilize different applications in many areas,
particularly in the backbone applications areas for the finance, human resources and
work management areas. For example, PSEG utilizes SAP for its backbone

applications while Exelon uses a PeopleSoft platform. Only one of these platforms in
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each area makes sense to carry forward as a combined Company. Consolidation into

one system will avoid significant maintenance and upgrade expenditures.

Additionally, the customer billing platforms of each Company are different,
with significant benefits available once a single system is selected for use across all of
the utility operating companies. Aligning the billing systems of the Companies will
not just benefit the IT organizations; the customer care function will also benefit as
resources can be more effectively and productively employed across the enterprise.

Beyond these two specific applications, almost all other applications will be
integrated to provide similar benefits. Similarly, almost all of the operating
architecture can be standardized and consolidated to leverage the common system
environment.

What are the components of the savings in the information technology area?

Total IT function projected capital expenditures savings associated with the
development of duplicative systems and future application development have been
estimated at an average annual amount of $18 million over the four-year period. The
avoided annual cash flows have been converted to capital carrying costs using the
fixed charge rate described earlier and assuming a five-year depreciable life, which
reflects the planned amortization period for these investments. The level of savings in
carrying costs related to IT capital expenditure avoidance for the regulated business is
estimated at $3.2 million in the first year growing to $9.3 million in the fourth year,
resulting in annual average carrying costs savings of $6.4 million. These carrying
costs savings recognize that as future IT expenditures are avoided, future rates to

customers to recover these costs would be lower.
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The operating savings relate to the elimination of software leases and
maintenance fees required to provide software support on personal computers. These
savings also include benefits from the rationalization and consolidation of the
Companies' two independent data centers and re-determination of the number of
servers that will be required. The Companies will also be able to pursue the reduction
of telecommunications expenditures for long distance, paging, cell phone and data
transmission services from rationalizing enterprise needs and moving to a common
provider. Operating cost savings over the four-year period for the regulated business
are estimated at $10.4 million in the first year growing to $14.4 million in the fourth
year, resulting in average annual savings of $13.0 million.

4. Utility Support Staffing

How are utility business operations affected by the proposed merger?

As I stated earlier, we have made it clear that field service personnel will not
be affected and there will be no adverse impact on utility reliability, customer service,
or safety. The impact of the merger on the utilities relates to the areas of business unit
management, back-office support, supply chain and bad debt expense. In these areas,
duplication and overlap will be avoided, economies of scale will be captured and

overall streamlining of the business unit will be pursued.

What is the nature of the expected impacts to these utility functions you just

described?

Exelon will be able to extend its operating model over the three utilities and

reduce management personnel performing similar functions, These functions relate to
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business unit and functional leadership that would exist in paralle]l between Exelon

and PSEG.

Similar impacts would also occur in the back-office support areas of
transmission and distribution (T&D) operations. These areas would include functions,
such as standards, engineering, and customer care activities related to customer
accounting and billing system support. The integration of a common customer billing
system will also enable the call centers to be aligned and staffing levels managed
across time zones to levelize peak load requirements, resulting in resources being
capable of handling overflow calls from any location.

The supply chain and bad debt savings areas related to utility operations are
described more fully in the next section of my testimony. The supply chain savings
deal with the opportunities that are available for improved sourcing from the
consolidation of procurement programs across the three utilities. The bad debt savings
relate to improved collecting processes and reduction of write-offs enabled by
implementing a common billing system platform across the utility operating
companies.

How were the impacts to the utility business unit determined?

A team was chartered to focus on the opportunities to the T&D business
through the merger. This group developed an initial staffing and cost baseline,
determined the operating philosophy, constructed assumptions regarding how
baseline staffing and cost baselines would be affected, and quantified the potential

impacts.
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This team addressed the technical services, safety and training, fleet, supply
chain, customer care and business unit financial management functions. The team
determined how the respective organizations could be brought together to improve
the overall effectiveness of the business unit and drive out redundancies. This
analysis occurred for both the electric and gas operating businesses.

What level of savings was quantified with respect to the utility business?

The baseline level of staffing for Exelon in the T&D business unit was 8,364,
and for PSE&G was 6,408. The identified staffing reductions in the utilities were 390
positions, which represents 3% of the overall staffing base. The reductions above
include opportunities that arise directly from the move to a common billing platform
across the business by 2008. These resource reductions will improve the productivity
of the call center resources across the three utility operating companies. The total
level of labor savings in the T&D area was quantified at $13.7 million in the first year
growing to $43.6 million in the fourth year, resulting in average annual savings of

$33.7 million.
Should any of the utility staffing be treated as capital savings?

Yes. Approximately 40% of the T&D savings, excluding those relating to the
combined billing platform, have been allocated to capital based on the estimated
capitalization rate for all labor costs. The fixed charge rate previously described was

applied to convert the capital cost reductions into capitai carrying cost savings.

5. Non-Labor

Please discuss the nature of cost savings that can be created within the supply
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Our regulated utilities incur significant investment requirements associated
with corrective and preventative system maintenance, new business connections,
capacity expansion, facility relocation, and system performance upgrades. Costs
associated with fulfilling these requirements are typically reflected in the areas of

materials and supplies and contract services expenditures.

The combination of the Companies enables a more effective and efficient
sourcing of these materials and services needs. With respect to the purchase of

materials and supplies, savings can be realized in the procurement of commodity
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items, consumable materials (e.g., conductors, wire, cable), and other equipment. In
addition, standardization of system components such as meters, transformers, and
poles can be achieved.

With respect to the procurement of services, particularly contract services
such construction assistance, expenditures can be consolidated and contracted from
fewer sources. Cost savings are created by achieving a lower per unit cost for the
service provided due to a broader contracting capability or the repackaging of work
into more attractive options to the contractor. In addition, internal and external force
utilization mix can be improved which can provide both unit cost and total cost
benefits.

Within the utility back-office support areas, the Compames will be able to
improve efficiencies in functions such as customer billing. Moving to a common
billing system platform, for example, will enable more effective management of

collections which will reduce bad debt expense.
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a. Materials and Supplies

What level of merger cost savings was determined available from supply chain

integration for materials and supplies?

Annual T&D purchases for 2004 for Exelon were approximately $329
million, while for PSEG they were approximately $129 million. These expenditure
levels capture a mix of consumables, stock items and engineered items. The
Companies will be able to improve how they source these items and the unit cost
patd. They will also be able to reduce the overali level of total expenditures based on
the standardization of specifications and the rationalization of maintenance

philosophies and programs.

Based on the review of the detailed composition of the materials and supplies
expenditures, the team estimated between 0.5% to 7.5% improvements to total
expenditure levels, by category, from improved sourcing. Total savings from pro-
curement of materials and supplies were estimated at $ 6.3 million in the first year
growing to $11.5 million in the fourth year, resulting in an average annual savings of
$8.9 million.

Should any of the materials and supplies savings be treated as capital savings?

Yes. Approximately 69% of the materials and supplies savings has been
assumed to be capital in nature based on the estimated capitalization rate for all
materials and supplies. The fixed charge rate previously described was applied to

convert the capital cost reductions into capital carrying cost savings.
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b. Contract Services

What is the nature of savings from contract services as a result of the merger

and how were they quantified?

Just as in consolidating materials and supplies volumes and rationalizing
overall expenditure levels, the Companies will be able to gain economies of scale
from the aggregation of related contract service providers such as general

constrniction contractors.

Exelon's total T&D contract services for 2004 were $ 497 million, while they
were $ 154 million for PSE&G. On a combined basis, the Companies should be able
to achieve additional economies of scale and execute a revised sourcing strategy with
contractors. Based on a detailed review of the contract services expenditures of both
companies, the team estimated a 1% to 4% improvement in unit costs, by category,
from improved sourcing.

Some of the contract services savings should be considered as capital savings.
A capitalization rate of 53%, based on the estimated blended rate for the Companies,
was used to reflect the amount of contract services expenditures that are charged to
capital. These savings amounts were then converted to capital carrying cost savings
using the fixed charge rate. The total estimated savings from contract services was
$9.9 million in the first year growing to $15.0 million in the fourth year, resulting in
an annual average savings of $12.4 million.

¢. Bad Debt Expense

What is the nature of savings in bad debt expense as a result of the merger and

what level was quantified?

32



=Y

10

11

12

13

14

15

16

17

18

19

20

21

22

As described previously, the Companies' intend to align and integrate their
stand-alone billing systems to realize efficiencies and capture economies from a
single billing platform. These efficiencies include an improvement in the Companies'
overall bad debt expense as the single platform will provide improved information on
delinquent customer accounts and automate the collection process. Total savings are
estimated at $5.2 million in year two growing to $5.5 million in year four resulting in

an annual average savings of $4.0 million over the four-year peniod.

VI. COSTS-TO-ACHIEVE

What are costs-to-achieve and why are they incurred in this merger?

Costs-to-achieve are typically incurred in all mergers and relate to completing
the transaction and combining the two entities to capture the identified cost savings.
These costs-to-achieve include all of the costs associated with planning, prosecuting,
integrating and closing a transaction and generally reflect contracted costs with third

parties, commitments to employees and other incremental expenditures for effecting

merger integration.

Costs-to-achieve reflect out-of-pocket cash payments and usually are one-time
payouts incurred as a result of the merger. These expenditures generally are front-
loaded and capture costs incurred leading up to an announcement, during the
regulatory approval process and through the integration process. In some cases, these
costs can be ongoing and relate to incremental, fixed expenditures, €.g., information
technology seat licenses or capacity upgrades.

Why is it appropriate to recognize each of these types of costs-to-achieve?
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The completion of the merger is dependent upon three primary conditions: the
ability to demonstrate to the respective Boards of Directors, shareholders and the
financial community the merits of the proposed combination; the ability to
demonstrate the benefits of the combination to all Federal and state regulatory
agencies; and the ability to successfully integrate the Companies. The costs incurred
are not avoidable, and are required to ensure that the merger receives approval by the
Board of Directors of each company and by Federal and State regulatory agencies;
employees leaving the Company are fairly treated; systems and infrastructure are
converted and integrated to support operations; internal and external stakeholders
receive adequate communications; and integration activities are thoroughly planned

and conducted.

Was the process used for estimating costs-to-achieve consistent with that

followed for cost savings?

Yes. Where relevant, each team identified those types of out-of-pocket cost
areas or levels that were anticipated to be required to integrate the respective business
units.

What necessary level of out-of-pocket expenses has been estimated to merge the
Companies?

The regulated business costs-to-achieve are estimated at $358 million over the

four-year period 2006-2009. The expenses to be incurred over the first two years -

2006 and 2007 - reflect approximately 68% of the total costs-to-achieve. The high

proportion of costs in these years reflects the incurrence of costs related to merger

approval, support for information technology readiness and the reduction in positions
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that occurs once the merger is closed and the Companies begin to operate on a

combined basis.

The primary estimated regulated business costs-to-achieve relate to: severance
(377 million), relocation ($3 million), retention ($4 million), systems integration
(8212 million), facilities integration ($4 million), customer / supplier / employee
education communication ($6 million), regulatory and compliance processes ($20
million), transition (38 million), Directors' and Officers' liability coverage (54
million), and transaction costs (321 million). The regulated business costs-to-achieve

are summarized by year on EXHIBIT WDA-3.

Would you please describe the nature of the severance and other employee

related costs?

Once the merger is approved, the organizations of the Companies will be able
to be integrated and fewer positions will be required. Although the Companies intend
to utilize attrition, controlied hiring, open positions, and other mechanisms to reduce
total positions, more formal severance programs will also need to be utilized to

achieve targeted staffing levels.

The costs-to-achieve for severance and employee related expenses actually
capture several individual components: employee and executive severance costs,
retention costs, and relocation costs. The severance costs are estimated based on the
number of severance packages that would be needed to meet the expected workforce

reductions. Additional severance related costs for payments to be made to employees
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in lieu of transfer, i.e., where employees elect to separate rather than move to a new
job location, have also been estimated.

The estimated number of employees to whom severance payments will be
made is 861 with separations occurring over the period from 2006 to 2009. This
number is less than the total number of reduced positions as normal attrition and the
open positions will be used to reduce the need for equivalent severance packages,
where possible, within the Companies. Executive severance costs are also included in
these amounts and reflect the required payments to departing officers and executives
based on existing employment contracts in PSEG and estimated severances within
Exelon. The total regulated business cost for the severance programs for employees in
both Companies is estimated at $77 million dollars and is primarily incurred in 2006
and 2007.

For those employees that elect to move to a new location, relocation cost
allowances will be extended to defray expenses associated with such moves.
Employee retention payments, i.e., "stay payments”, are also anticipated to be
required to maintain needed employees and related skills in critical functions, e.g.,
information technology and finance, through and beyond merger close. These
payments reflect the extension of final separation dates where skills for critical
activity completion is required or where the success of the merger and ability to
produce the type and level of indicated benefits to customers could be threatened. The
total retention and relocation payment amounts are estimated at $7 million for the

regulated business.

Please explain how the information technoelogy costs-to-achieve was determined.
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Any merger requires significant effort and expense to align, convert and
consolidate the underlying information systems of the entities involved. In this
merger, each Company has an extensive number of applications and a well-
established infrastructure in place to support its needs. Achieving the identified
benefits from the merger due to duplication or overlap will require an extended effort

to integrate the technology platforms of the Companies.

A team specifically focused on the assessment of information technology cost
savings and related costs-to-achieve was chartered to preliminarily determine both
opportunities and requirements. Given the differences in fundamental backbone
platforms, i.e., PSEG uses SAP while Exelon 1s supported by PeopleSoft, significant
expenditures will be incurred to bring the Companties to a single backbone system.
Additionally, the customer billing systems of the Companies are different and will
need to be integrated into a single billing system to simplify operations. Overall, the
front-end regulated business technology integration costs are estimated at $212
million and position the Companies to attain the ongoing savings levels discussed
herein.

The technology integration efforts will relate to reducing redundancy,
integrating systems, aligning vendors, rationalizing infrastructure, defining necessary
capacity, and linking databases, among other activities. Further, the
telecommunications networks will be integrated through expanded
telecommunications capabilities. The related cost estimates cover third-party planning
assistance, contract programming, hardware change-out and upgrading, seat license

conversion, increased T-1 line capacity, and a number of other types of expenditures.
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The incurrence of these costs will provide the basis for realizing much of the cost
savings potential that I have previously described. Without the integration of the
information technology platforms of the two Companies, the ability to consolidate the
Companies and operate in a seamless manner will not be achieved. The expenses
associated with systems and communications integration are principally expected to
be incurred in 2006 through 2008 but will carry through the full period to reflect

additional hardware lease costs.

Can you describe the regulatory and compliance process costs-to-achieve related

to the merger?

Certain costs for assistance from professional service firms will be incurred
for preparation and pursuit of necessary regulatory filings and related compliance
requirements, such as those related to SEC, FERC, NRC and DOJ filings, as well as
the merger approval cases filed before the state regulatory jurisdictions in New Jersey
and Pennsylvania. These costs include professional services for legal, tax, accounting
and consulting assistance associated with these filings related to market analyses,
synergies and corporate restructuring, among other areas. These costs are necessary
for the receipt of required regulatory approvals and the successful completion of the
merger. Regulatory process and compliance costs are estimated at $20 million with

respect to the regulated business.

Would you describe the estimated customer, supplier, and employee education

communication costs-to-achieve?
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Communication expenses will be incurred as the Companies provide
information about the merger to the various stakeholders that deal with the
Companies. Mailings and informational brochures will be sent to customers,
employees, retirees, suppiiers, shareholders, rating agencies, and regulatory agencies
to explain the specifics of the merger. Communications costs-to-achieve also include
costs associated with implementing the new Company name and logo, e.g., signage
across the business entities. These expenditures are estimated at $6 million for the

regulated business.
Please explain the transaction cost component.

Transaction costs are necessary to secure the required internal approvals from
the Boards of Directors and external approvals from the shareholders to pursue
proposed transactions. These costs relate to fees for transaction structuring and
valuation assistance, financial market analysis and faimess opinions. Transaction
costs are not avoidable and typically are expended prior to the announcement of a

merger. Transaction costs of $21 million are allocated to the regulated business.
Are there additional costs-to-achieve beyond those you have described?

Yes. Other costs that were attributed to the regulated business from the merger
are transition costs ($8 million); facilities integration ($4 million); and D&O tail
coverage ($4 million). Transition costs include consulting fees for assistance with the
integration of the Companies and expenses, such as travel for the transition teams.
These costs will be incurred through and beyond closing of the merger. Additional
facilities-related expenses are also necessary for addressing the space requirements of

the Companies, e.g., restacking, refurbishment and leasehold improvements, and
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lease adjustment or cancellation. D&O tail liability coverage applies to directors and

officers that will be leaving the Companies as a result of the merger.

VII. PRE-MERGER INITIATIVES

What are pre-merger initiatives and how were they determined?

Each Company is separately planning on mitigating future cost increases on a
stand-alone basis. To avoid double counting the quantified cost savings, I have
determined the level and timing of any initiatives that had been planned prior to the

announcement of the merger.

Once the baseline effect of these planned initiatives was established, what was

the next step in your analysis?

The merger savings were then specifically mapped to each of the business
units to measure the relative impact of these savings. The merger savings related to
the corporate management and shared services areas have a much greater impact on
baseline costs in those areas because of the extent of duplication that typically exists
in those areas between the two Companies. The level of combined merger savings is
only a small percentage of total O&M (approximately 6% in year four) for the
combined Company because most of the costs associated with utility operations, i.e.,
field service costs, are simply not affected. However, when the savings are mapped
to business units, the corporate management and shared services merger savings have
a higher than 6% impact on relevant baseline O&M costs, and consequently would
have the potential for greater overlap with the separately identified merger cost

savings in that area.
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How were these observed ratios then used in the analysis of pre-merger
initiatives?

The calculated ratios were then applied against the estimated decline by each
individual business umt. As an example, the calculated merger savings impact on
corporate O&M was applied to the decline estimated for corporate O&M. This
essentially suggests that any stand-alone cost reduction initiatives planned against
corporate O&M would overlap in roughly the same percentage as the merger savings
affecting the baseline level of costs. Stated another way, on a stand-alone basis, each
of the Companies would mitigate future increases in costs that will occur in areas
both affected and unaffected by the merger. Consequently, there is only a partial

overlap between the merger cost savings and the stand-alone initiatives.
What impact did this analysis have on the level of regulated business merger cost
savings?

Based on this approach, I reduced the identified regulated business cost
savings downward by $3.3 million in the first year growing to a reduction of $7.6
million in the fourth year, resulting in an annual average reduction of $5.6 million to
reflect the potential overlap between the savings realized directly from the merger and

the indicated forecast levels of O&M cost change.

VHI. ALLOCATION PROCESS

What is the purpose of this section of your testimony?

Here, I describe how the total cost savings and costs-to-achieve have been

allocated between the regulated and non-regulated businesses, respective utility
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operating companies and business segments. Since a large portion of the savings arise
from the corporate and shared services businesses and relate to both regulated and
non-regulated operations, they need to be allocated between these businesses to

define the flow of benefits.

Please describe the approach used to allocate the corporate and shared services

merger savings to the regulated and non-reguiated businesses.

The Companies used the corporate and shared services cost savings and
related cost-to-achieve categories identified in EXHIBIT WDA-4 and EXHIBIT

WDA-5 to this testimony as the basis from which to begin the allocation analysis.
Please elaborate on the allocation methodology that has been utilized.

The allocation methodology used to allocate the merger savings employed a
three-basis, four-tier all_ocation process that approximates the anticipated future cost
structure of the combined Company. The three allocation bases used to assign
savings, in order of precedence, are direct assignment, generally allocated or
historically allocated. The first basis, direct assignment, represents savings that relate
to operations that do not flow from corporate or shared service allocations; i.e., they
were either savings from costs that are directly incurred in the utility operating
companies, or savings from costs that are charged to utility operating companies on a
direct assignment basis. The assignment of savings for this category was determined
primarily through detailed analysis of the underlying costs charged for each type of
savings. For example, reductions in direct business unit expenditures or business unit

labor costs would be allocated directly to that business unit.
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The second and third bases, generally allocated or historically allocated
savings, represented all other savings. These savings resulted from costs almost
exclusively incurred at the corporate level or in the service companies that could not
be directly assigned. Generally allocated savings, utilized for tiers I and II discussed
below, were assigned to each entity based upon that entity's anticipated non-fuel
O&M costs as a percentage of the total merged Company's anticipated non-fuel O&M
costs. This approach aligns estimated cost savings with the anticipated cost pools that
are affected by the merger, thereby matching savings with costs. For example, the
savings resulting from a reduction in the costs of systems that support all elements of
the Company, e.g., financial applications were allocated to the utility operating
companies based upon their O&M weighting.

Historically allocated savings, utilized for tiers 111 and IV discussed below,
were assigned to each entity based upon that entity's historical cost experience. For
example, when looking at the composition of PECO's regulated O&M it has
historically been comprised of approximately 83% electric and 17% gas respectively.
This historical "split" was applied to the Pennsylvania Regulated savings in tier III to
disaggregate it into their electric and gas components. Likewise, PECO's electric
O&M has historically been comprised of approximately 7% transmission and 93%
distribution respectively. This historical split was utilized in tier I'V to disaggregate
PECO's electric savings into their transmission and distribution components. A

visual representation of the allocation methodology is shown below:
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Q. Were most savings directly assigned or allocated using allocation factors?

Approximately sixty percent of the savings were directly assigned to either the

"Regulated" or "Non-Regulated" categories of tier I, described below, with the

remainder of the savings utilizing the weighted O&M or historical allocations. As the

"Regulated" savings were further disaggregated through tiers II, ITI, and IV, the same

allocation approach and methodology was employed, but a greater percentage of

savings were allocated using the weighted O&M or historical allocations rather than

direct allocation.

Q. Please describe the first tier employed in the allocation of merger savings.
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The first tier separated the net cost savings into two categories. The first
category, "Non-Regulated”, represented all savings from costs incurred in the non-
regulated utility operating companies, as well as those costs incurred in the corporate
and shared services areas that were allocated to the non-regulated companies. The
second category, "Regulated", included all savings from costs incurred in the
regulated utility operating companies, as well as those costs incurred in the corporate
and shared services areas that were allocated to the regulated companies. "Non-
Regulated" and "Regulated” savings represent all savings resulting from the merger.
In summary, the purpose of this first tier allocation was to segregate the identifiable
non-regulated savings from the total savings before further disaggregating the

regulated savings by jurisdiction and line of business.
Please describe the second tier of the allocation process.

The "Regulated" savings category identified in the first tier was then further
separated into the three jurisdictions where the combined Company will operate. The
first junsdiction, "Illinois", containgd those savings related to costs directly incurred
by, or allocated to, ComEd. The second jurisdiction, "New Jersey", contained those
savings related to costs directly incurred by, or allocated to, PSE&G. The third
jurisdiction, "Pennsylvania”, contained those savings related to costs directly incurred
by, or allocated to, PECO. The sum of the three jurisdictions represents all
"Regulated" savings and aligns the cost savings with all three utilities involved in the

merger and the jurisdictional entities.

Please describe the third tier of allocation process?
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The third tier of the allocation process further disaggregated the jurisdictional
savings from the "Pennsylvania" and "New Jersey" categories from tier two into their
electric and gas line of business components using the previously discussed O&M
weighting allocation. As the "Illinois" category is electric only, it was not further
disaggregated at tier three. The sum of the Pennsylvania and New Jersey gas and
Illinois, Pennsylvania and New Jersey electric components reflects all regulated

savings.
Please describe the fourth tier of the allocation process?

The fourth tier of the aliocation focused on disaggregating the electric
components identified in tier three, along with the "Illinois” component from tier two,
into their transmission and distribution components using the same O&M weighting
basis for development. The fourth tier represented the final level of savings

disaggregation.

Were all types of savings treated similarly in the allocation process you have

described?

Yes. Each type of savings was analyzed to determine the appropriate
allocation factor to use through an analysis of the underlying costs and the
Companies’ anticipated post-merger cost structure. This approach was used
consistently across all four tiers of the analysis. For the elements in the savings
analysis making up the difference between gross savings and net savings, namely the
costs-to-achieve, the allocations were calculated to have the cos-ts follow the savings
wherever possible. In other words, costs-to-achieve that could not be directly

assigned were allocated on an O&M weighting or historical basis so that they
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followed allocated gross savings. For example, if 10% of the gross savings were
allocated to the "Regulated-Illinois" category, then approximately 10% of the costs-
to-achieve those savings were also allocated to the "Regulated-Illinois" category. This

ensured that the savings and the costs necessary to create the savings were aligned.

Based on the allocation process you have described, what was the resulting

breakdown of gross regulated business savings into the identified categories?

The results of the allocation process, by tier, are shown on the following table

for the four-year total gross regulated business savings.
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SUMMARY OF ALLOCATIONS

FOUR-YEAR TOTAL GROSS REGULATED SAVINGS

($ millions)

Tier | Percentage of Tota| Total Four-Year Total Four-Year | Total Four-Year
Non-Fuel O&M Allocable Savings | Direct Savings | Savings
Total Regulated 100% $299 $236 $535
Tier !
lHinois 31% $110 $74 $184
New Jersey 39% $116 $97 $213
Pennsylvania 24% $73 $65 $138
Total 100% $299 $236 $535
Tier Il
lllinois Electric 37% $110 $74 $184
New Jersey Gas 15% $44 $30 $74
New Jersey Electric 24% $72 $67 $139
Pennsylvania Gas 1% $12 $10 $22
Pennsylvania Electric 20% $61 $55 $116
Total 100% $299 $236 $535
Tier IV
Ninois Transmission 1% $10 $10 $20
Hlinois Distribution 34% $100 364 $164
New Jersey Gas 15% $44 $30 $74
New Jersey Transmission | 3% $9 $13 $22
New Jersey Distribution 21% $63 $54 $117
Pennsylvania Gas 4% $12 $10 $22
Pennsylvania Transmission| 2% $4 $5 %9
Pennsylvania Distribution | 18% $57 $50 $107
Total 100% $299 $236 $535
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Have you also calculated these regulated business savings on any additional

bases?

Yes. The following table starts with gross regulated business savings. It then
shows these savings on a net regulated business basis, i.e., after cost-to-achieve and

pre-merger initiatives, for both the total four-year period and as an average annual

amount over the four-year period.
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SUMMARY OF ALLOCATIONS

FOUR-YEAR NET AND AVERAGE REGULATED SAVINGS

(3 millions)

Tier |

Total Four-Year

Total Costs-to-

Total Net Four-YeaJ Average Net Four-

Savings Achieve/Pre-Merger| Savings Year Savings
Total Reguiated $535 $380 $155 $39
Tier I
inois $184 $141 $43 $11
New Jersey $213 $147 $66 $16
Pennsylvania $138 $92 $46 $12
Total $535 $380 $155 $319
Tier Nl
Ilinois $184 $14 $43 N
New Jersey Gas $14 $55 $19 $4
New Jersey Electric $139 $92 $47 $12
Pennsyivania Gas $22 $16 $7 $2
Pennsylvania Electric | $116 $76 $39 $10
Total $535 $380 $155 $39
Tier IV
llinois Transmission | $20 $13 $7 $2
llinois Distribution $164 $128 $36 $9
New Jersey Gas $14 $55 $19 $4
New Jerse| $22 $12 $10 $3
Transmission
New Jersey Distributiony $117 $80 $37 $9
Pennsylvania Gas $22 $16 $7 $2
Pennsylvania $9 $5 $4 $1
Transmission
Pennsylvania $107 N $35 $9
Distribution
Total $535 $380 $155 $39
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Q.

A,

IX. CONCLUSION
Does this conclude your testimony?

Yes, it does.
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EXHIBIT WDA-1
William D. Arndt, Senior Vice President, Financial Operations, Exelon Corporation

Exelon Corporation 4/01-Present
Senior Vice President, Financial Operations, Exelon Corporation, 6/04-Present, Chicago, Illinois — Responsible
for leading the Business Unit financial organizations for Exelon Generation, Exelon Energy Delivery, Exelon
Enterprises, and Exelon Business Services. Responsibilities include strategic long-range planning, profit and loss
forecasting and reporting, budgeting, financial variance analysis, cost management, business performance reporting
and decision support, and leveraging economic synergies across these business units.

Senior Vice President, Business Operations, Exelon Corporation, 2/03-5/04, Chicago, Illinois — Led The Exelon
Way, a restructuring of the corporation and transformation of how Exelon conducts business. Program’s goal is to
achieve sustainable business improvement while increasing cash flow from O&M and capital expense reduction by
$300M in 2004.

Senior Vice President, Business Operations, Exelon Generation, Enterprises & Services, 5/02-3/03, Chicago,
Illinopis — Selected by President to provide oversight for business management processes and strategic planning
across Exelon’s three unregulated Business Units, with focus on strengthening the depth and quality of financial
talent and accomplishing organizational realignment to leverage economic synergies.

Vice President, Business Operations, Exelon Nuclear, 4/01-5/02, Warrenville, Illinois —~ Recruited to lead
finance, business planning and performance monitoring / reporting organizations for largest nuclear operating
company in the U.S, and AmerGen, an Exelon Nuclear joint venture with British Energy. Budget performance
accountability for $2 billion in operating costs and $1 billion in capital expenditures, including fuel, across 17
operating plants and two corporate headquarters locations. Nuclear Supply Chain and Information Technology
organizations added to scope 11/01.

Global Nuclear Fuel, LLC (Joint Venture of GE, Hitachi & Toshiba) / GE Power Systems 4/98-4/01

Manager, Product Management, Wilmington, North Carolina — Leader of 3300M global nuclear fuel
manufacturing and engineering business responsible for all commercial activities and overall customer relations for
Asia, Europe and the Americas. Accountable for orders, sales, project and contract management, marketing, pricing,
the engineering and administration functional cost budget and strategic planning for the business. Sales and
Marketing integration leader for the formation of Global Nuclear Fuel (GNF) on 1/1/00, a $500M+ annual sales joint
venture of GE, Hitachi and Toshiba. Chairman and President of GENUSA from 2/99 through 4/01, a GE joint
venture with ENUSA (Spain) for nuclear fuel marketing and manufacturing operations in Europe.

General Electric Company. GE Power Systems 2/82-4/98
Manager, Reactor Modifications, 1/96-4/98, San Jose, Californiz - Promoted to GE executive with profit and loss
responsibility as leader of a global services business segment focused on developing and delivering major plant repair
and replacement services for customers in Japan, Taiwan, Europe and the U.S.

Account Manager, 1/90-12/95, Chaiftanooga, Tennessee; Baton Rouge, Louisiana; Gak Brook, Illinois — Held
account leadership roles of progressively increasing scope and size with responsibility for all commercial activities
and overal! customer relations between the business and assigned customers.

Program Manager, Services Marketing, 2/89-2/90, San Jose, California — Provided marketing support to analyze
and segment the $300M Plant Services business and develop a fix / sell / close strategy for its product lines.
Performed market studies to evaluate key competitors and assess the viability of proposed development programs,
commercial alliances and joint ventures.

Commercial Programs, 1/87-2/90, Oak Brook, Illinois — Developed account sales / marketing plans and prepared
engineering / service proposals for Central Region’s Account Managers.

Project Manager & Field Service Engineer, 2/82-1/87, Darien, Illinois — Project Manager and Lead Engineer with
budget, schedule and quality accountability in support of maintenance outages, plant modifications and construction
activities at U.S. power plants.

Lvkes Brothers Steamship Company / Keystone Tankships 7/80-1/82
Third Assistant Engineer, Marine Engineers Beneficial Association, District I — Licensed operations and
maintenance engineer aboard U.S. merchant vessels.

Professional Education - General Electric: Six Sigma Certified Green Belt; Global Business Manager’s Course

Education - United States Merchant Marine Academy, Kings Point, New York, 1980, BS in Marine Engineering
Military - Lieutenant, U.S. Naval Reserve (Retired)



Four Year Net Regulated Savings EXHIBIT WDA -2
($ in 000s)
2006 2007 2008 2009 Total
Aliocated Corporate and Shared Service Savings
Corporate and Shared Services Staffing $28.526 $37.2604 $43,561 $47 467 $156,848
Corporate & Administrative Programs:
Administrative & General Overhead $2,107 $2,973 $3,540 $3.799 $12,419
Advertising 868 888 908 928 3,591
Association Dues 129 132 135 138 535
Benefits Administration 1,387 1,507 1,636 1,777 6,307
Directors' Fees 183 187 192 196 758
Facilities 1,682 2318 2,639 2,798 9,430
Insurance ' 2,057 2,103 2,150 2,189 8,509
Professional Services 4,228 4,445 4674 4,914 18,260
Shareholder Services 1,086 1,110 1,135 1,161 4,493
Total Corporate and Administrative Programs $13,728 $15,656 $17.,009 $17,909 §64,302
Information Technology
Information Technology (Capital Carrying Cost) $3,173 $5,956 $7.310 $9,295 $25,735
Information Technology {O&M) 10,385 11,363 15677 14,449 51,874
Total Information Technology $13,550 $17.319 $22.987 $23,744 377,609
Total Allocated Corporata and $hared Services Savings $55,812 $70.269 $83,557 $89,121 $208,759
Utility
Support Staffing $13.721 $37,122 $40,301 $43,644 $134,789
Non-Labor
Materials and Supplies $6,306 $8,003 $9,739 $11,613 $35,561
Contract Services 9,902 11,505 13,191 14,963 49,561
Bad debt expense 0 5,227 5,344 5465 16,036
Total Non-Labor $16,208 $24,735 $28,274 $31,541 $101,158
Total Utllity Savings $29,929 §$61.857 $68,575 $75,585 235,947
Total Gross Regulated Savings §85,741 §132.127 $152,132 $164,706 $534,706
Regulated Costs-to-Achieve $152,115 $91,366 $65,061 $49,207 $357,748
Regulated Pre-Merger Initiatives $3.278 $5.459 $6.010 $7.603 $22,349

Net Regulated Savings {$69,651) $35,302 $61,062 $107,897 $154,600




Four Year Regulated Costs-to-Achieve EXHIBIT WDA - 3
($ in 000s)

2006 2007 2008 2009 Total
Allocated Costs-to-Achieve
Severance and Employee Related

Severance $56,268 $17,574 $2,247 $837 $76,926
Relocation 1,802 1,020 0 G 2,822
Retention 3,855 0 0 0 3,855
Subtotal Severance and Employee Related $61,925 $18,595 $2,247 $837 $83,603
Iinformation Technology $29,828 $70,714 $62,814 $48,369  $211,726
Facilities 52,012 $2,057 $0 $0 $4,068
) Customer / Supplier / Employee Education Communication $5,624 $0 $0 $0 $5,624
Regulatory and Compliance $19,532 $0 $0 $0 $19,532
Transition $8,203 $0 $0 $0 $8,203
D&O Tail Coverage $3,822 $0 $0 $0 $3,822
Transaction $21,170 $0 $0 $0 $21,170

Total Regulated Costs-to-Achieve $152,115 $91,366 $65,061 $49,207  $357,748




Four Year Corporate and Shared Services Savings EXHIBIT WDA - 4
Before and After Allocation
($ in 000s)
2008 2007 2008 2008 Totat
Total Corporate and Shared Services Savings Before Allocation
Corporate and Shared Services Staffing $70,803 £02.697 $108,273 $117.882 $389,855
Corporate & Adminisirative Programs:
Adminisirative & General Overhead $5,237 $7,390 $8,7%8 $9,442 330,867
Advertising 2,158 2,206 2,256 2307 8,927
Agsocialion Dugs 174 178 182 186 722
Benefits Administration 3,448 3,745 4,067 4417 15,878
Directors' Feas 456 466 478 4ar 1,884
Faclities 4,180 5,743 6,560 8,955 23,439
Insurance 6,135 8,273 6,413 6,657 25378
Profassional Services 10,509 11,048 11,618 12,213 45,387
Shareholder Services 2,699 2.760 2,822 2,885 11,168
Total Corporate and Administrative Programs $34,996 $39,810 $43,194 545,450 $183 448
Informatlon Technolegy
Information Technotogy (Capital Carrying Cosl) $7.688 $14,803 $18,170 $23,104 $53,985
Information Technology (O8M) 25,813 28,243 38,967 35,914 128,937
Total Information Technology $33,701 $43,047 $57.136 $56,018 $192,902
Total Corporate and Shared Services Savings Before Allocation $139,589 $175,554 $208,601 $222,451 $748,205

Ailocated Corporate and Shared Services Savings
Corporate and Shared Services Staffing $28,526 $37,204 $43,561 $47.467 $156,848

Corporate & Administrative Programs:

Administrative & General Overhead $2,107 $2,973 $3,540 $3,799 $12.419
Advertising 888 888 a0 828 3,581
Association Dues 129 132 135 138 535
Benefits Administration 1,387 1,507 1,636 1,777 8,307
Credit Facilities o o 0 [ o]
Directors’ Fees 183 187 192 186 758
Facilities 1682 2311 2,639 2,798 9,430
Insurance 2,057 2,103 2,150 2,198 8509
Professional Services 4,228 4,445 4674 4,914 18,260
Shareholder Services 1,086 1,110 1,135 1,161 4,483

Tota) Corporate and Administrative Programs $13.728 $15,656 $17.009 $17.809 $64,302

Information Technology

Information Technology (Capital Camying Cost) $3,173 $5,956 $£7.310 $9,295 $25,735
Information Technology (O&M) 10,385 11,363 15,677 14,449 51,874
Total Information Technology $13,550 $17.319 522,887 $23,744 $77,609

Total Allocated Corporate and Shared Services Savings $55,812 $70,268 $83,557 $88.121 $298,759




Four Year Costs-to-Achieve EXHIBIT WDA -5
Before and After Allocation
($ in 000s)
Costs-to-Achieve Before Allocatlon 2008 2007 2008 2008 Total
Severance and Employee Related
Severance $110,874 $27,933 $6,709 $2,500 $148,016
Relocation 3,900 2,208 ¢] 0 6,108
Retentign 9.582 0 0 0 9.582
Subtotal Severance and Employee Related $124,356 $30,141 36,709 $2,500  $163.706
Information Technology $43.874 3104012 $92,392 571,145  $311,423
Facilities $5,000 $5,112 $0 %0 $10,112
- Customer / Supplier / Employee Education Communication $13.978 50 $0 $0 $13.978
Regulatory and Compliance $24,778 $0 30 30 $24,.778
Transition $20,000 30 30 $0 $20,000
. D&Q Tail Coverage $9.500 30 $0 $0 §9.500
Transaction $52,620 $0 50 30 $52.620
Total Costs-to-Achieve Before Allocation $294,105  $139,266 $99,1C0 $73,645  $606,116
Mlocated Costs-to-Achieve 20086 2007 2008 2009 Total
Severance and Employee Related
Severance $56,268 $17.574 32247 $837 $76.926
Relocation 1,802 1,020 0 0 2,822
Retentign 3,855 0 0 0 3,855
Subtotal Severance and Employee Related $61,925 $18.585 $2.247 $837 $83.603
Information Technology $29.928 $70,714 $62.814 $48,369  $211.726
Facilities $2,012 $2,057 $0 $0 $4,068
Customer / Supplier / Employee Education Communication $5.624 30 $0 30 §5,624
Regutatory and Compliance $19.532 $0 $0 30 $19,532
Transilion $8,203 $0 $0 $0 $8,203
D&O Tail Coverage $3,822 $0 $0 30 $3.822
Transaction $21,170 $0 50 $0 $21.170

Total Allecated Costs-to-Achleve $152,115 $91,366 $65,061 $49,207  $357,748




Four Year Savings Allocation Detail

WDA Exhibit 6
{$ in millions)
Regqulated
Gross $ 5347
Net $ 1548
Avg. Net § 387
] ]
PECO ComEd PSE&G
Gross $ 1375 Gross $ 1844 Gross $ 2128
Net $ 455 Nat $ 434 Net § 657
Avg. Net § 114 [Avg Net § 108 Avg. Net § 164
] |
[ | I ]
Electric Gas Electric Gas
Gross $ 1152 Gross § 223 Gross $ 1387 Gross $ 744
Net $ 388 Net § 8.7 Nat $ 470 Net $ 186
Avg.Nel § 8.7 Avg. Net  § 1.7 Avg.Net § 118 Avg.Net § 4.7
| 1
| | [ ]
Transmission Digtribution Trangmission Distribution
Gross H 9.4 Gross $ 1057 Gross $ 221 Gross § 1185
Nat - 4.1 Net $ 347 Net £ 104 Net $ 387
Avg Net  § 10 Avg. Net $ 8.7 Avg. Net & 26 Avg. Nel § 9.2
[ ]
Transmission Distribution
Gross § 1048 Gross § 16846
Net $ Net $ 363
Avg. Net  $ 1.8 Avg.Net § 0.1







