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IN THE MATTER OF THE JOINT PETITION OF : DOCKET NQO.:
PUBLIC SERVICE ELECTRIC AND GAS

COMPANY AND EXELON CORPORATION :

FOR APPROVAL OF A CHANGE IN CONTROL : VERIFIED JOINT

OF PUBLIC SERVICE ELECTRIC AND : PETITION
GAS COMPANY, AND RELATED :
AUTHORIZATIONS :

X

RECEIVED
TO THE HONORABLE COMMISSIONERS OF THE
NEW JERSEY BOARD OF PUBLIC UTILITIES: APR 2 8 2005

PA PUBLIC UTILITY COMMISSION
INTRODUCTION BEoRETARY'S BUREAY

Petitioner Public Service Electric and Gas Company (“Public Service” or
“PSE&(G”) and Petitioner Exelon Corporation (“Exelon™), on behalf of its wholly-owned
subsidiary Exelon Energy Delivery Company, LLC (together, the “Joint Petitionérs™) by
way of this Joint Petition filed pursuant to N.J.S.A. 48:2-51.1 and N.J.S.A. 48:3-10,
respectfully request that the New Jersey Board of Public Utilities (“Board”) approve the

change in control of PSE&G and provide the related authorizations described herein.

DOCUMENT
THE PARTIES FOL D E R

1. PSE&G is a corporation organized and existing under the laws of the

State of New Jersey and is engaged principally in the transmission and distribution of
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electric energy and gas service in New Jersey. PSE&G is a wholly-owned subsidiary of
Public Service Enterprise Group Incorporated (“PSEG”). PSE&G has turned over the
operational control of its electric transmission system to the PJM Interconnection, LLC
(“PIM™), which is the Regional Transmission Organization (“RTO”) approved by the
Federal Energy Regulatory Commission (“FERC”) for a centrally dispatched control area
comprising all or parts of several states and the District of Columbia. PSE&G is an
“glectric public utility” and a “gas public utility” as those terms are defined in N.J.S.A.
48:2-13 and N.J.S.A. 48:3-51, and, therefore, is subject to regulation by the Board.
PSE&G’s electric and gas service area is a corridor of approximately 2,600 square miles
running diagonally across New Jersey from Bergen County in the northeast to an area
below the city of Camden in the southwest. The greater portion of this area is served
with both electricity and gas, but some parts are served with electricity only and other
parts with gas only.

2. PSEG, the parent company of PSE&G, is a corporation organized
and existing under the laws of the State of New Jersey and is an exempt public utility
holding company under the Public Utility Holding Company Act of 1935 (“PUHCA”™).
The common stock of PSEG is publicly traded and is listed on the New York Stock
Exchange. PSEG has four principal direct wholly-owned subsidiaries: PSE&G,
described above; PSEG Power LLC (“PSEG Power™), a multi-regional, wholesale energy

supply company that includes generating asset operations as well as wholesale energy,
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fuel supply, energy trading and marketing and risk management functions; PSEG Energy
Holdings LLC (“PSEG Energy Holdings™), which has pursued investment opportunities
in the global energy markets; and PSEG Services Corporation (“PSEG Services”), which
provides a broad array of corporate support, managerial and administrative services to
PSEG and its subsidiaries.'

3. Exelon is a corporation organized and existing under the laws of the
Commonwealth of Pennsylvania and is a registered holding company under PUHCA.
The common stock of Exelon is publicly traded and is listed on the New York Stock
Exchange. Currently, Exelon, through its subsidiaries, operates in three business
segments, which have been denominated Energy Delivery, Generation and Enterprises,
and, through a subsidiary service company, provides business services to the consolidated
group, as explained below.”

4. Exelon’s energy delivery business is conducted through its second-
tier subsidiaries PECO Energy Company (“PECO”) and Commonwealth Edison
Company (“ComEd”).> PECO is engaged in the business of supplying, transmitting and
distributing electricity and natural gas and furnishes retail electric and natural gas service
in several counties in Pennsylvania. ComEd is engaged in the business of supplying,

transmitting and distributing electricity in Northern Illinois and, through a wholly owned

A diagram depicting PSEG’s existing corporate structure is attached hereto as Exhibit JP-1A.,

A diagram depicting Exelon’s existing corporate structure is attached hereto as Exhibit JP-1B.

Currently, PECO and ComEd are second-tier subsidiaries of Exelon through their immediate parent, Exelon
Energy Delivery Company, LLC (“Exelon Energy Delivery™).
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subsidiary, provides electric transmission service in portions of Indiana. Both PECO and
ComkEd, like PSE&G, have turned over operational control of their electric transmission
systems to PJM.

5. Exelon’s generation business consists of (1) electric generating
facilities that Exelon Generation Company LLC (“Exelon Generation”) owns or has
under contract; (2) the wholesale energy marketing operations of Exelon Generation; and
(3) the competitive retail sales business of Exelon Energy Company.

6. In addition to Exelon’s three business segments, Exelon Business
Services Company (“Exelon BSC”), a first-tier subsidiary of Exelon, provides Exelon
and its subsidiaries with advisory, professional, technical and other services as described
in greater detail in the supporting testimony of Pamela B. Strobel, submitted as Exhibit

JP-7.

OVERVIEW OF THE PROPOSED TRANSACTION

7. Pursuant to the terms of the Agreement and Plan of Merger (the
"Merger Agreement”) attached as Exhibit JP-1C, PSEG will merge into Exelon (the
“Merger”), thereby ending the separate corporate existence of PSEG. Each PSEG
shareholder will be entitled to receive 1.225 shares of Exelon common stock for each
PSEG share held and will be paid cash in lieu of any fractional share of Exelon stock the

PSEG shareholder would otherwise be entitled to receive. Exelon, which will be
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renamed Exelon Electric & Gas Corporation (“EEG”), will be the surviving company,
remain the ultimate corporate parent of PECO and ComEd and the other Exelon
subsidiaries and become the ultimate corporate parent of PSE&G and the other surviving
PSEG subsidiaries.

8. Diagrams depicting Exelon’s post-Merger corporate structure are
attached hereto as Exhibit JP-1D. Exelon will continue to be a registered public utility
holding company under PUHCA, and ComEd, PECO and PSE&G will continue to be
operating franchised public utility companies. Exelon will remain headquartered in
Chicago but will also have electric generation headquarters in Newark, New Jersey, and
energy trading and nuclear divisions headquartered in southeastern Pennsylvania.
PSE&G will remain headquartered in Newark. PECO will remain headquartered in
Philadelphia, and ComEd will remain headquartered in Chicago.

9. In addition, Exelon, as the surviving company in the Merger, will
assume all of PSEG’s outstanding indebtedness. The indebtedness of PSE&G will not be
assumed or guaranteed by Exelon and will remain the obligation of PSE&G and any of
the guarantors of such indebtedness.

10.  The proposed Merger will not change the terms or character of
PSE&G’s, PECQO’s or any other Exelon subsidiary’s outstanding preferred stock or other

indebtedness, which will continue to be outstanding. The common stock of Exelon will
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be unaffected by the proposed Merger, with each issued and outstanding share remaining
outstanding following the Merger as a share in the surviving company.

11.  After the proposed Merger, Exelon will increase the number of
Directors on its Board of Directors to eighteen and appoint six former PSEG Directors
designated by the former PSEG Chief Executive Officer to fill six Directors’ seats. With
respect to the first two elections of Directors during the three-year transition period
following completion of the Merger, the Exelon Board of Directors is required to (1)
nominate for election the legacy PSEG Directors (or their successors) and the legacy
Exelon Directors (or their successors), and (2) take any action necessary to ensure that
any Board of Directors vacancy previously held by a legacy PSEG Director will be filled
by a person nominated by the Exelon Board of Directors and approved by a majority of
the legacy PSEG Directors remaining on the Exelon Board of Directors, and that any
Director vacancy left by a legacy Exelon Director will be filled by a person nominated by
the Exelon Board of Directors and approved by a majority of the legacy Exelon Directors
remaining on the Exelon Board of Directors.

12.  Mr. John W. Rowe, the current Chairman, Chief Executive Officer
and President of Exelon, will serve as Chief Executive Officer and President of Exelon
following the Merger. Mr. E. James Ferland, the current Chairman, Chief Executive
Officer and President of PSEG, will become the non-executive Chairman of the Exelon

Board of Directors after the Merger. Upon Mr. Ferland’s departure from the Board of
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Directors, Mr. Rowe will assume the Chairmanship of the Company. Mr. Ralph [zzo, the
current President and Chief Operating Officer of PSE&G, will remain in that position and
will continue to be responsible for PSE&G’s day-to-day operations.
13.  In addition to the changes resulting from the Merger Agreement, the
Joint Petitioners will revise their corporate structure. The Joint Petitioners propose to
implement the following changes which will impact PSE&G:
1. PSE&G will become a direct subsidiary of Exelon Energy Delivery, which in

turn is a direct subsidiary of Exelon and the parent of ComEd and PECO. The
current subsidiaries of PSE&G will remain intact.

2. PSEG Services will sell all of its assets to Exelon BSC, and remain as a non-
energy entity. Post-Merger, Exelon BSC will be the sole “service company” of
EEG.

BENEFITS OF THE MERGER

14, By combining three outstanding utilities in a single holding company
structure, the proposed Merger will create a company with substantial resources and
capabilities that will serve over seven million retail electric customers and two million
retail gas customers in three states. By sharing resources and best practices, the proposed
Merger is expected to enhance operations and strengthen the combined ability of
Exelon’s utility subsidiaries to provide cost-effective, safe and reliable service and will
affirmatively promote the public interest in a number of substantial ways.

(a) Increased Scale and Scope. The combined company will

have increased scale and scope in energy delivery, which will result in improved service
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and reliability. The combined company will have three urban-based utility franchises
with service areas encompassing more than 18 million people. PSE&G, PECO and
ComEd are all within PJM’s control area and have turned over operational control of
their respective transmission systems to PJM as the FERC-approved RTO. The
combined company will also have a large gas distribution portfolio to complement its
electric distribution business. PSE&G provides natural gas distribution service to
approximately 1,600,000 customers in the State of New Jersey. PECO provides natural
gas distribution service to approximately 460,000 customers located in southeastern
Pennsylvania outside of the City of Philadelphia. The affiliation of PECO and PSE&G -
will create opportunities to increase efficiencies, improve service and capture economies
of scale and scope in natural gas operations.

(b) Anticipated Financial Strength and Flexibility. The
combined holding company will be financially strong. The diversification of the energy
delivery and generation portfolios of the combined holding company should result in a
more stable cash flow, with approximately half of the combined holding company’s
earnings and cash flow coming from the three regulated utilities and approximately half
coming from the unregulated generation business. The combined entity’s financial
strength and flexibility will help ensure that PSE&G has continued access to capital at

favorable rates.



-9.

(¢) Sharing of Best Practices. The Merger will combine
companies with complementary areas of expertise. Improved customer service and
service reliability are expected from both this sharing of best practices and from
coordination among operating utilities.

(d) Synergies. The Merger will create the opportunity to achieve
meaningful cost savings not only through the sharing of best practices, but also through
the elimination of duplicative functions, improved operating efficiencies and supply
chain benefits from improved sourcing. Going forward, and after costs-to-achieve are
incurred, the Merger will generate economies, some of which will accrue to the New
Jersey jurisdictional regulated businesses of PSE&G. Those economies will help offset
the rise in the cost of providing reliable regulated electric and gas distribution service and
thus will give rise, over time, to lower rates than would otherwise be the case.

() Commitment to Competition. The Joint Petitioners have
been advocates for competitive retail and wholesale markets for both electricity and
natural gas. This shared vision will allow the new company te be even more active in
promoting competitive retail and wholesale markets within New Jersey and throughout
PJM. In addition, New Jersey, Pennsylvania and Illinois have all passed legislation
bringing retail competition to the electric industry, and are in varying phases of the
transition to full competition. The regulatory knowledge and experience of each company

will enhance the merged company's ability to operate in competitive retail and wholesale
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markets which in turn will continue to provide benefits for both customers and
shareholders.

() Impact of the Merger on Customers, Employees,
Suppliers. The Merger is expected to benefit customers by reducing costs and
maintaining or enhancing operations and reliability, provide more opportunities for
employees in a larger, more competitive company, and streamline and increase the
efficiency of the procurement process.

(g) Impact of the Merger on Communities Served. The
Merger is expected to benefit the communities served by the combined company by
creating a strong combined company with operating headquarters and a substantial
corporate presence in Newark, New Jersey, Chicago, [llinois, and Philadelphia,
Pennsylvania. The companies expect to maintain their substantial presence in the cities
and communities they serve, including continuing their significant charitable
contributions. After the Merger, PSE&G will also continue its support of economic

development in New Jersey.

JURISDICTION AND REGULATORY APPROVALS

15.  The proposed Merger and related restructuring transaction would
result in the indirect acquisition of control by Exelon, and the direct acquisition of control

by Exelon’s subsidiary Exelon Energy Delivery, of PSEG’s wholly-owned subsidiary,
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PSE&G. Accordingly, consummation of the proposed transaction requires that Exelon
obtain the Board’s written approval pursuant to N.J.S.A. 48:2-51.1.

16.  Consummation of the proposed Merger will, by operation of law,
result in the transfer upon the books of PSE&G of the ownership of 100% of the
outstanding shares of the PSE&G common capital stock from PSEG to Exelon, and the
related restructuring transaction will result in the transfer of 100% of the outstanding
shares of PSE&G common capital stock from Exelon to Exelon Energy Delivery. Such
transfer of ownership will vest 100% of the voting control of PSE&G in Exelon through
Exelon Energy Delivery. PSE&G may not make or permit such a stock transfer unless
authorized to do so by the Board pursuant to N.J.S.A. 48:3-10 and N.J.A.C. 14:1-5.10.
As part of this Joint Petition, PSE&G hereby requests such Board authorization.

17.  The Merger will be accounted for using the purchase method of
accounting, which means that the assets and liabilities of PSEG will be adjusted at the
Merger date to reflect their fair value as of that date. This will result in an increase iﬁ the
balance sheet liabilities for PSE&G’s pension plans and other post retirement benefits
(“OPEB”) plans, as well as certain other items. Because these adjustments do not affect
the cash flow obligation of PSE&G, they should not impact the rate recovery mechanisms
currently in place that have historically been utilized to recover pension and post-
retirement obligations. To preserve the current, and appropriate, rate treatment, the Joint

Petitioners are hereby requesting that a regulatory asset be recorded to offset the purchase
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accounting adjustments associated with its pension and OPEB plans. This issue is
addressed in the testimony of J. Barry Mitchell, Senior Vice President, Treasurer and
Business Unit Chief Financial Officer of Exelon, submitted as Exhibit JP-4.

18.  As noted above, in connection with the Merger transaction, PSEG
Services will sell its assets and rights to Exelon’s first-tier subsidiary Exelon BSC, a
company organized for the purpose of providing advisory, professional, technical and
other services to the Exelon system companies. The organization, conduct of business
and method of cost allocation at Exelon BSC are designed to meet the requirements of
Section 13 of PUHCA and the rules and regulations promulgated thereunder. The
activities of PSEG Services and Exelon BSC will be combined in Exelon BSC, which
will continue to provide the types of services that it currently offers, and will render those
services to the expanded Exelon system of companies, including PSE&G, pursuant to a
General Services Agreement (“GSA”) (Exhibit PJ-1E). Costs of the services provided by
the combined service company will be fairly allocated to all Exelon subsidiaries,
including PSE&G. In addition, like its post-Merger affiliates PECO and ComEd,
PSE&QG, in order to maximize efficiencies, plans to enter into a second service agreement
(the “Mutual Services Agreerﬁent” or “MSA”) (Exhibit JP-1F) to govern affiliated
interest transactions between PSE&G and the affiliated operating companies within the
Exelon system of companies other than Exelon BSC. Board approval of the GSA and the

MSA are hereby being sought in accordance with N.I.S.A. 48:3-7.1. The testimony of
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Pamela B. Strobel, Executive Vice President and Chief Administrative Officer of Exelon
and President of Exelon BSC, in support of this request is being provided as Exhibit JP-7.
In addition, the relevant agreements are being provided as Exhibits JP-1E and JP-1F.

19.  The Joint Petitioners are also hereby requesting Board approval of
PSE&G’s execution of and action in accordance with the Exelon Utility Money Pool
Agreement (“Money Pool Agreement”), attached hereto as Exhibit JP-1G, pursuant to
N.J.S.A. 48:3-7.2. The purpose of the Money Pool Agreement is to provide an additional
borrowing option to the transmission and distribution utility subsidiaries of Exelon,
including PSE&G, that will generally be more favorable to the borrowing participants
than the cost of external borrowing. The terms of that Agreement are discussed in the

testimony of Mr. Mitchell (Exhibit JP-4).

SUPPORTING TESTIMONY

20.  Attached hereto as Exhibits JP-2 through JP-7 are testimonies of the
following witnesses on behalf of the Joint Petitioners in support of this request for
approval which, subject to possible supplementation in response to positions, inquiries
and issues set forth in the filings by other parties or in interim orders of the Board, will
comprise the Joint Petitioners’ case-in-chief:

(a)  Exhibit JP-2: John W. Rowe, Chairman, President and Chief

Executive Officer of Exelon, who has been designated as President and Chief Executive
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Officer responsible for all operations of the combined company, has prepared testimony
being submitted herewith. Mr. Rowe’s testimony (l) provides an overview of the
proposed Merger, (2) describes the benefits the Merger is expected to create for
customers, employees and shareholders, (3) describes the effects the Merger will have
both on PSE&G and on the State of New Jersey, and (4) describes the policies that the
corporation formed by the Merger, Exelon Electric & Gas Corporation, will employ to
assure that PSE&G continues to provide safe, adequate and proper service at reasonable
rates in New Jersey.

(b)  Exhibit JP-3: Ralph Izzo, President and Chief Operating
Officer of PSE&G, has also provided testimony on the proposed Merger. Mr. Izzo’s
testimony explains that following consummation of the proposed Merger, PSE&G will
continue to provide safe, adequate and reliable electric and gas service at reasonable
rates, and will continue to support the State’s objectives in the areas of energy efficiency,
Smart Growth, low-income customer assistance and community involvement.

(¢)  Exhibit JP-4: J. Barry Mitchell, Senior Vice President,
Treasurer and Business Unit Chief Financial Officer of Exelon, has provided testimony
on certain financial aspects of the Merger. Mr. Mitchell’s testimony provides
information regarding: (1) the financial impact of the Merger on PSE&G and Exelon’s
policies with regard to the credit of its regulated subsidiaries; (2) the purchase accounting

required as a result of the Merger and the need to create a regulatory asset for PSE&G’s
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pension/OPEB obligations; (3) the pro forma financial documents attached to the Joint
Petition; and (4) the request for approval to add PSE&G as a party to the Money Pool
Agreement. Mr. Mitchell also discusses the impact of the purchase accounting noted
above on PSE&G’s third-party debt and Basic Generation Service and Basic Gas Supply
Service contracts.

(d)  Exhibit JP-5: William Amdt, Exelon’s Senior Vice President,
Business Operations, has prepared testimony discussing the results of a study that was
conducted to assist Exelon and PSEG in identifying and quantifying potential cost
savings in regulated operations that will likely arise from the Merger.

(e)  Exhibit JP-6: TO BE REPLACED
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® Exhibit JP-7: Pamela B. Strobel, Executive Vice President
and Chief Administrative Officer of Exelon and President of Exelon BSC, has prepared
testimony to support the Board’s approval of the GSA and MSA that will facilitate the

sharing of certain functions, systems and services among the merged companies.

REGULATORY STANDARDS FOR APPROVAL
21.  The Board has long established that the governing standard under
N.J.S.A. 48:2-51.1 and N.J.S.A. 48:3-10 for its approval of the acquisition of control of a

(2

New Jersey public utility is that the proposed transaction “will not adversely impact

upon” the financial integrity of the New Jersey utility (In re Tele-communications, Inc.,

Dkt. No. CM90121496 (February 7, 1991)), and will result in “no harm” or “no adverse
impact” on the four areas specified in N.J.S.A. 48:2-51.1. Specifically, the Board
considers whether the proposed transaction will adversely impact competition, the rates
of customers affected by the acquisition of control, the employees of the affected public
utility, and the provision of safe and adequate utility service at just and reasonable rates.

See, e.g.. I/'M/O Petition of Atlantic City Electric and Conectiv. Inc. for Approval of a

Change in Ownership and Control, Docket No. EM97020103 (N.J. B.P.U. January 7,

1998). This “no harm” standard has been repeatedly applied by the Board in recent

proceedings in which the Board has reviewed the proposed acquisition of control of New



-17 -

Jersey public utilities.! PSE&G’s rates, rules and regulations, and the terms and
conditions of service in effect prior to the Merger will not change as a result of the
Merger. In addition, the proposed change in control satisfies the “no harm” standard for

the reasons set forth in paragraphs 22 through 37 below.

Impact on Competition

22. The proposed transaction involving a change in ownership and
control of PSE&G will have no adverse impact on competition in the retail supply or
distribution of electric energy and natural gas in New Jersey. Following the transaction,
PSE&G will continue to operate and provide safe and adequate electric and gas utility
service in its New lJersey service territories subject to the same ongoing regulatory
jurisdiction of the Board that it operates under today.

23.  Exelon and PSE&G have supported — and in fact, have been
advocates for — the development of competitive wholesale and retail electricity and

natural gas markets, consistent with the initiatives of this Board, of the FERC, and of

* See, e.z., /'M/O Joint Petition of New Jersey-American Water Co., Inc. and Thames Water Aqua Holdings GmbH
for Approval of a Change in Control of New Jersey-American Water Co., Inc., BPU Docket No. WMO01 120833
(N.J. B.P.U. Nov. 26, 2002); I/M/O Petition of Atlantic City Electric Co., Conectiv Communications. Inc. and
New RC. Inc. for Approval Under N.J.S.A. 48:2-51.1 and N.J.S.A. 48:3-10 of a Change in Ownership and
Control, BPU Docket No. EM01050308 (N.J. B.P.U. July 3, 2002); /'M/O Joint Petition of FirstEnergy Corp. and
Jersey Central Power & Light Co., For Approval of a Change in Ownership and Acquisition of Control of a New
Jersey Public Utility and Other Relief, BPU Docket No. EM00110870, (N.J. B.P.U. Oct. 9, 2001); /M/Q Joint
Petition of E’Town Corp. and Certain Subsidiaries of E’Town and Thames Water Holdings Inc. for Approval of a
Change in Contro! of New Jersey Public Utilities Controlled and Owned by E’Town Corp., BPU Docket No.
WM99120923 (N.J. B.P.U. Oct. 10, 2000); I/'M/O Consideration of the Joint Petition of Orange and Rockland
Utilities Inc. for Approval of the Apreement and Plan_of Merger and Transfer of Control, BPU Docket No.
EM98070433 (N.J. B.P.U. April 1, 1999).




- 18 -

other relevant regulatory bodies. Both companies will continue to adhere to ail
applicable federal and state standards governing affiliate relations and codes of conduct.

24.  The bulk of Exelon’s and PSEG’s generation assets are strategically
located within PJM, the nation’s largest and best-functioning regional transmission
organization and wholesale power market. Both entities are and will continue to be
active participants in PJM markets. The entity formed by the combination of Exelon’s
and PSEG’s generation subsidiaries will be headquartered in Newark, New Jersey. The
combination of these competitive electric generation subsidiaries will create a well-
balanced, flexible and diverse generation portfolio (in terms of geography, fuel mix,
dispatch, and load-serving capability) that will enhance reliability and provide an
excellent platform from which to serve and further the development of competitive
energy markets.

25.  The proposed transaction will increase the capacity of generation
resources affiliated with each of the combined entity’s operating electric utilities,
including PSE&G. The Joint Petitioners will ensure that this combination will have no
adverse impact on the provision of BGS, or Basic Gas Supply Service (“BGSS”), to
PSE&G’s customers. As noted above, at or around the time of this filing, Exelon and
PSEG will submit a formal proposal to the FERC to mitigate any horizontal market
power concerns that might arise through the divestiture of certain of the combined

company’s owned peaking and mid-market electric capacity, and the auctioning off of
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some of its nuclear baseload power.

Impact on Rates

26.  The transaction will have no adverse impact on existing PSE&G
rates. PSE&G will continue to operate under its existing tariffs and rate structures (until
such time as such tariffs and rate structures are revised in accordance with New Jersey
law), and PSE&G’s rates will remain subject to the jurisdiction of the Board. The
transaction will cause no deterioration in the balance sheet or financial position of
PSE&G. The transaction will not impair PSE&G’s ability to raise necessary capital on
reasonable terms or to maintain a reasonable capital structure. All of the outstanding
debts of PSE&G will continue to be liabilities and obligations of PSE&G.

27.  As described in the testimony of Mr. Arndt (Exhibit JP-5), submitted
herewith, the Joint Petitioners have identified several categories of savings to be achieved
due to the common ownership of Exelon’s regulated transmission and distribution
utilities, including PSE&G. Going forward, and after costs-to-achieve are incurred, the
Merger will generate economies, some of which will accrue to PSE&G’s New Jersey-

regulated electric and gas distribution services. Those economies will help offset the rise
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in the cost of providing reliable regulated electric and gas distribution service and, thus,
will give rise, over time, to lower rates than would otherwise be the case. PSE&G will
hold its public utility customers harmless from any Merger-related costs to the extent that
those costs are not offset by Merger-related savings.

28.  The increased scale and scope of the combined company will
strengthen the financial profile of PSE&G and its affiliates, improving financial
flexibility and better positioning the combined entities’ abilities to meet the changing
landscape of the energy industry. Exelon and PSE&G will have solid investment grade
ratings following the closing. PSE&G will continue to maintain a sound capital structure
and will target financial ratios consistent with investment grade ratings.

29.  As discussed in detail in the testimony of J. Barry Mitchell,
submitted herewith as Exhibit JP-4, the Joint Petitioners are requesting the authority to
record a regulatory asset associated with pension and OPEB accounting requirements as
of the date of closing. The recognition of this regulatory asset will maintain PSE&G’s
current rate treatment of pension and OPEB costs. PSE&G will continue to book the

amount of pension and OPEB expense currently authorized in its Board-established rates.

Impact on Emplovees

30. There will be no change in any existing collective bargaining

agreement as a result of this transaction. PSE&G will honor all pre-merger commitments
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to current or former employees, and all accrued pension and retirement obligations will
be honored as well.

31.  Exelon is committed to ensuring safe and reliable service through its
transmission and distribution utility subsidiaries, including PSE&G, and will maintain
sufficient operating line personnel and managers to ensure the continued provision of
safe, adequate and proper utility service. There are no plans to reduce field forces in
either PSE&G’s electric or natural gas delivery functions.

32.  Over time, it is anticipated that the merged company will become
more efficient and reduce duplicative activities. It is anticipated that these efficiencies
will primarily take place in corporate and administrative positions, and that to the extent
practical, reductions are to be offset through retirements and normal attrition. Severance
programs may also be utilized.

33. The transaction will benefit PSE&G’s employees by providing
increased opportunities for training and career development. Like PSEG, Exelon firmly
believes in equipping its employees with the skills and tools needed to perform at the
highest possible level. Exelon has a superior safety record, and the new company will
apply the same safety standards to PSE&G employees as currently applied to all Exelon

employees. In addition, Exelon is committed to the pursuit of diversity in its workforce.
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Impact on the Provision of Safe, Adequate and Proper Service

34, PSE&G will continue to provide safe, adequate and reliable, high-
quality service consistent with its corporate history, in fulfillment of its obligations under
New Jersey law, and subject to the continued jurisdiction of the Board. Also, by virtue of
the greater capital resources of its controlling entities, PSE&G will be better positioned to
meet future demands and to ensure that high quality service is maintained.

35. PSE&G will receive funding priorities that are consistent with its
needs and that are at a level that is consistent with the safe and adequate operation of its
electric and gas systems, including necessary upgrades, capital projects, staffing and
maintenance programs.

36. PSE&G will continue to maintain its corporate headquarters and
presence in Newark, New Jersey and local control over operations will be maint'ained.
The President and Chief Operating Officer of PSE&G and his gas and electric operations
staff will continue to be located in Newark, and will have the authority and the obligation
to oversee electric and gas distribution and el.ectric transmission operations, and to ensure
the well-being of employees and the communities served.

37. The transaction will promote the public interest in the service
territories of all the operating utilities affected, including in New Jersey, through the
sharing of resources and expertise that will create opportunities for sharing best operating

practices as they are identified by the gas and electric industries.
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ADDITIONAL INFORMATION RELEVANT TO APPROVAL PURSUANT TO
N.J.S.A. 48:3-10, N.J.A.C. 14:1-5.10. AND N.J.A.C. 14:1-5.14

38. The information required by N.J.A.C. 14:1-5.10(a)(1) to (4) 15 set
forth above and in the Exhibits to this Petition. With respect to N.J.A.C. 14:1-5.10(a)(5),
the reason for the proposed stock transfer is also discussed elsewhere; in addition, the
reason for the stock transfer is to consummate the transaction contemplated by the
Merger Agreement. With respect to NJ.A.C. 14:1-5.10(a)}(6)(i), (6)(i1), and (7), the
impact of the Merger on the Board of Directors of Exelon, the surviving corporation, is
described above; all other officers of the surviving corporation will be designated by the
Board of Directors thereof. To the extent that any future changes in the directors,
officers, or other principal management and operating personnel of PSE&G may occur in
the ordinary course of business following the Merger, the Joint Petitioners are confident
that the persons elected or appointed to such positions will possess appropriate
qualifications, including business or technical experience, to ensure their ability to carry
out PSE&G’s obligation to render safe, adequate and proper service.

39.  With respect to N.J.A.C. 14:1-5.10(a)}(6)(ii1), the transaction
contemplated by the Merger Agreement will not result in any adverse changes in PSE&G
policies with respect to operations, financing, accounting, capitalization, rates,
depreciation, maintenance, services or other matters affecting the public interest or utility

operations.
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40. The transaction will not result in the subsidization of non-utility
activities by PSE&G or its customers. To the extent that any affiliates of PSE&G may
engage in unregulated activities in the future, PSE&G will continue to maintain its books
to identify those costs and facilities that are properly included for ratemaking purposes.

41. Exelon will continue a level of community and charitable
involvement in New Jersey after the Merger at least as substantial as that of PSEG
currently. Like PSEG, Exelon is committed to actively supporting community and
charitable endeavors. The Merger Agreement provides that charitable commitments will
continue at the current level for at least four years. It is fully expected that charitable
contributions at the same or higher levels will be an integral part of Exelon’s New Jersey
operations in the years ahead.

42. PSE&G will remain subject to all applicable laws, regulations, rules,
decisions and policies governing the regulation of New Jersey public utilities.

43.  N.JLA.C. 14:1-5.14(a) applies to petitions for approval of a merger or
acquisition of a New Jersey public utility with or by another public utility. As such, it
arguably may not be applicable by its terms to this particular transaction. However,
much of the information required by that provision may be considered relevant to the
Board’s review, and in order to assist the Board, the Joint Petitioners have provided that
information. A copy of the Merger Agreement (NJ.A.C. 4:1-5.14(a)(1)) is provided in

Exhibit JP-1C. The information sought by NJ.A.C. 14:1-5.14(a) (3) and (4) (recent
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balance sheets and income statements of the Joint Petitioners and a pro forma balance
sheet and income statement of the continuing company) is provided in Exhibit JP-11. The
stockholder resolutions (N.J.A.C. 14:1-5.14(a)(2)) will be provided when they are
available. The information sought by N.J.A.C. 14:1-5.14(a)(6) and (7) (regarding the
shares of new capital stock to be issued by the surviving corporation and the exchange of
shares) is provided in the Form S-4 to be subsequently provided and the Merger
Agreement attached as Exhibit JP-1C. No franchise cost of PSE&G is proposed to be
capitalized on Exelon’s books (N.J.A.C. 14:1-5.14(a)(8)) and no changes in PSE&G’s
policies with respect to finances, operations, accounting, rates, depreciation, operating
schedules, maintenance and management that would be detrimental to the public interest
(NJ.A.C. 14:1-5.14(a)(11)) are proposed. Information regarding the new officers and
directors and number of shares they will hold in Exelon, to the extent this information is
known, is provided in the Form S-4, which also provides a projection of the fees and
expenses associated with the proposed Merger and the accounting associated therewith.
N.J.A.C. 14:1-5.14(a)(9) and (14). The benefits of the proposed Merger to the public and
the surviving corporation (N.J.A.C. 14:1-5.14(a)(10)) are described in paragraphs 22
through 37 above. Proof of compliance with N.J.A.C. 14:1-5.14(a)(12) will be
submitted. The various approvals of other state and federal agencies, pursuant to

N.J.A.C. 14:1-5.14(a)(13), are described below.
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OTHER APPROVALS

44,  The Merger is subject to review and/or approval by various Federal
and State regulatory agencies. The principal regulatory approvals that must be obtained
are: (a) the approval of the SEC under PUHCA,; (b) the approval of the FERC under the
Federal Power Act; (c) the approval of the Nuclear Regulatory Commission under
Section 184 of the Atomic Energy Act of 1954; (d) the expiration or termination of the
waiting period under the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as
amended; (¢) the approval of the Pennsylvania Public Utility Commission under
applicable sections of the Pennsylvania Public Utility Code; (f) the written consent of the
New York Public Service Commission under Section 70 of the New York Public Service
law in connection with the “indirect transfer” of certain generation assets of PSEG Power
located in New York; and (g) approval by the Federal Communications Commission of
the transfer of control by PSEG of certain telecommunications permits or licenses. Under
[llinois law, ComEd is not required to obtain the approval of the Merger by the Illinois
Commerce Commission but, instead, under Section 16-111(g) of the Illinois Public
Utilities Act, is filing a notice of the Merger accompanied by certain information about
the Merger. Copies of these filings will be subsequently provided to the Board.

45. The Merger is subject to approval by the shareholders of PSEG.
Approval by the shareholders of Exelon is required for Exelon to issue additional shares

of common stock, as needed to the consummate the Merger. PSEG and Exelon intend to



227 -

seck the approval of their shareholders at meetings expected to be scheduled for mid-
2005, and plan to complete the Merger as soon as possible after all regulatory and
shareholder approvais have been obtained and the other conditions precedent to closing

have been satisfied or waived.

DETERMINATIONS REQUESTED PURSUANT TO PUHCA

46. The Joint Petitioners respectfully request the necessary
determinations pursuant to Section 32(k) of PUHCA to ensure continued authority for
PSEG Power subsidiary PSEG Energy Resources & Trade LLC (“PSEG ER&T™), its
successors and assigns, and other eligible Exelon companies to remain eligible to
participate in the Basic Generation Service (“BGS”) auction and, where successful, to
enter into contracts to sell power pursuant to the BGS auction.

47. The Joint Petitioners are seeking these determinations specifically
under PUHCA Section 32(k)(2)(b)(ii). This section effectively allows a state
jurisdictional affiliate of an electric utility company, as defined by PUHCA, to purchase
electricity sold by an Exempt Wholesale Generator (“EWG™) to the electric utility
company if every affected state commission makes the determinations set forth in
PUHCA Section 32(k)(2)(a). The Joint Petitioners seek these determinations to ensure
that PSEG ER&T and other eligible Exelon companies, post-Merger, can participate in

the BGS Auction and where successful, can enter into contracts pursuant to such auction.
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48.  The Joint Petitioners therefore respectfully request a determination
by the Board that the Board has sufficient regulatory authority, resources and access to
the books and records of PSE&G and any relevant post-Merger associate, affiliate or
subsidiary company to exercise its duties; and second, that post-Merger participation by
any eligible Exelon company in the BGS auction and subsequent BGS contract will
benefit consumers, does not violate any state law (including, where applicable, least cost
planning), would not provide such entity any unfair competitive advantage by virtue of its
affiliation or association with PSE&G, and is in the public interest.

49.  Furthermore, Rule 53 of the regulations of the United States
Securities and Exchange Commission (“SEC”) pursuant to PUHCA in effect restricts
registered holding company investments in EWGs and foreign utility companies
(“FUCOs™) to 50 percent of consolidated retained earnings, in the absence of specific
SEC authorization to exceed that level. While the Joint Petitioners currently do not
expect any significant additional investments in EWGs or FUCOs in the near future, as a
result of the Merger, Exelon will acquire the existing investment of the PSEG
subsidiaries in EWGs and FUCOs. Rule 53 requires input from affected state
commissions in considering requests for such increased authorization.

50.  For these reasons, the Joint Petitioners are attaching a form of a
letter (Exhibit JP-1H) by which the Board may notify the SEC that authorization is

appropriate. The Joint Petitioners respectfully request that the Board support their
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application to permit investments in EWGs and FUCOs by sending a letter in the form

attached to the SEC within ten déys after the approval of the Merger.

PROPOSED SCHEDULE

51.  The parties to the Merger desire to close the proposed Merger as
expeditiously as possible consistent with the legitimate review rights of interested parties.
With that in mind, the Joint Petitioners request that the Board appoint a Board
Commissioner to preside over the disposition of the case, rather than referring the Merger
to the Office of Administrative Law. Retention of the matter for direct case management
and hearing by a Board Commissioner, it is respectfully submitted, will help streamline
the review process, broaden and deepen the Board’s understanding of the issues, and
allow the Board to retain a greater degree of control over the substantive and procedural
issues that may arise. It is further requested that the presiding Board Commissioner hold
an initial Prehearing Conference early in the process to assist the parties in identifying
and resolving issues. A detailed litigation schedule can be developed after the active
parties have been identified, with the assistance and input of the presiding Board
Commissioner. The Joint Petitioners request that a final decision be rendered by the

Board by December 2005.
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Director, Division of the Ratepayer Advocate, and a notice of this filing will be published
in newspapers circulated within PSE&G’s gas and electric service territories, and will be

served upon the Clerks of the Municipalities and on County Executives and County
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NOTICE AND COMMUNICATIONS

A copy of this Joint Petition has been served upon Seema Singh,

Administrators of Counties served by PSE&G.

53.

All correspondence and communications in connection with this

proceeding are to be addressed to the following:

On behalf of PSE&G:

and

John A. Hoffman, Esq.

Matthew M. Weissman, Esq.
Wilentz, Goldman & Spitzer, P.A.
90 Woodbridge Center Drive

P.0. Box 10

Woodbridge, New Jersey 07095
(732) 855-6077
jhoffman@wilentz.com

mweissman(@wilentz.com

Francis E. Delany, Jr., Esq.

Vice President and Corporate Rate Counsel
Public Service Electric and Gas Co.

80 Park Plaza, 8C

PO Box 570

Newark, New Jersey 07101

(973) 430-6155

francis.delan seg.com

On behalf of Exelon:
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Mark L. Mucci, Esq.

Stephen B. Genzer, Esq.

LeBoeuf, Lamb, Greene & MacRae
One Riverfront Plaza

Newark, New Jersey 07102

(973) 643-8000
mark.mucci@llgm.com

Sgenzer@llgm.com

and

Paul R. Bonney, Esq.

Deputy General Counsel
Exelon Corporation

2301 Market Street
Philadelphia, PA 19103

(215) 841-4252
paul.bonney@exeloncorp.com

WHEREFORE, the Joint Petitioners respectfully request:

A. That the Board issue an Order (i) approving the acquisition of
control of PSE&G described herein as contemplated by the Merger Agreement; (ii)
authorizing Exelon’s subsidiary Exelon Energy Delivery to acquire control of PSE&G,
pursuant to N.J.S.A. 48:2-51.1 and N.J.S.A. 48:3-10; (iii) authorizing the recording of a
regulatory asset to offset the purchase accounting adjustments resulting in an increase in
the balance sheet liabilities for PSE&G’s pension and OPEB plans; (iv) approving the
GSA and MSA, pursuant to N.J.S.A. 48:3-7.1; and (v) approving the Money Pool

Agreement, pursuant to N.J.S.A. 48:3-7.2; and
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B. That the Order described in paragraph A above include a
determination that the Board has sufficient regulatory authority, resources and access to
the books and records of PSE&G and any relevant associate, affiliate or subsidiary
company to exercise its duties, and that, post-Merger, participation by any affiliate or
associate company of PSE&G that is an EWG in the BGS process will benefit
consumers, does not violate any state law (including, where applicable, least cost
planning), would not provide the EWG any unfair competitive advantage by virtue of its
affiliation or association with PSE&G, and is in the public interest; and

C. That within ten days after the approval of the Merger, the Board
execute and forward to the SEC a letter in the form attached hereto as Exhibit JP-1H,
notifying the SEC that its authorization of Exelon’s total investment in EWGs and
FUCOs following consummation of this Merger is appropriate; and

D. That the Board handle this matter on an expeditious basis, retain the
matter to itself and, if hearings are to be scheduled, it is respectfully requested that a
member of the Board sit for the purposes of taking testimony in the proceeding as
authorized by N.J.S.A. 48:2-32; and

E. That the Board issue a prehearing order establishing the dates for-
propounding and responding to discovery, dates for public hearing and, if deemed
appropriate, the date for evidentiary hearing, as well as dates for filing of Comments or

Briefs relating to this matter; and
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F. Such other and further relief as the Board may deem appropriate or

necessary.

Dated: February 4, 2005

F

Dated: February 4, 2005

Respectfully submitted,

WILENTZ, GOLDMAN & SPITZER
A Professional Corporation

90 Woodbridge Center Drive
P.0.Box 10

Woodbridge, New Jersey 07095
(732) 636-8000

Attorneys for Public Service

Electric and Gas Company

By:

JGHN A. HOFFMAN, ESQ.

LeBOEUF, LAMB, GREENE & MACRAE
One Riverfront Plaza

Newark, New Jersey 07102

( 973) 643-8000

Attorneys for Exelon Corporation

W AL

MARK L. MUCCI, Esq.




VERIFICATION

Elizabfath A. Moler, being duly sworn according to law, upon her oath,
deposes and.say;:

1. I am the Executive Vice President of Exelon Corporation and am
authorized to make this Verification on behalf of that company.

2. 1 have read the contents of the foregoing Petition and hereby verify
that the statements therein contained are true and accurate to the best of my knowledgel

and belief.

Sworn to and subscribed
before me this f’(’(‘ day

of Febrvary 2005.

Notary Public

CONSTANCE E. LEMBO
Notary Public of New Jarsey
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.\\\."-.w‘u;“Ii‘“”fr‘u
ey ( :‘Jl-lltt.. ¢ [
IR R
i 4 K ’r‘ o
£ L
k 4 Lon 5’
[;‘ [ "1'| . f
* 1% ‘ L i vy
] v A YR ;}
\ f
[




VERIFICATION

R. Edwin Selover, being duly sworn accdrding 10 iaw, upon his oath,
deposes and says: | |

1. 1 am the Senior Vice Président and General Counsel of f’ublic
Service Electric and Gas Company and am authorized to make this Verification on behalf
of that company.

2, I have read the contents of the foregoing Petition and hereby verify
that the statements therein contained are true and accurate to. the best of my knowledge

(. L,

and belief.

Sworn to and subscribed
before me this ﬁ‘”—-day

of February 2005.

Notary Pub

CONSTANCE €, LEMBD
Hotary Public of New Jarsey
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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 and 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.

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 1
INTERPRETATION; DEFINITIONS

Section 1.1 [nterpretation; 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 I.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.

“Acquisition 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 to 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

CHI 30991558



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 lability 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.

“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 Eguivalents” 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.

“Company 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).

“Company Equity Units” means the Company’s 9,200,000 outstanding Participating
Units 1ssued and outstanding as of the date hereof.

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

“Company 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 liabiiity 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 (1i) the Company or a Subsidiary of the Company is a
general partner.

“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).

“Company Non-US Compensation and Benefit Plans” shall have the meaning set forth
in Section 4.12(h).

“Company 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 Coordinatoers” shall have the meaning set forth in
Section 7.10(d)i).

“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 Documents” 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 Equivalents” shall have the meaning set forth in Section 4.3(a).
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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
settied 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” shall 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&0O 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 Hoidings, 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 (iil) 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(¢).

“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

“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 Global L.L.C., a New Jersey limited liability company.
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“Governmental Entity” means any federal, state, local 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, (ii) any petroleum product or by-product, asbestos-
containing materal, 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.

“ICC” means the llinois 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.
“J.P. 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 ltem |.1{a) of the Parent Letter, in the case of Parent.

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

“Leveraged Lease” 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 contemplated 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-i/lease-out™ or “LILO”) or (iii) 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) 1s, 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 contemplated
hereby by the End Date or (c) 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, (iii) the announcement of the execution of this Agreement, (iv) 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 to meet revenue or eamings 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, a 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.

“Multiemployer 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.
“Qrder” shall have the meaning set forth in Section &.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
Agreement.

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

“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” mecans 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-Empioyee 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, Anaiysis 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 linmtations 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
Subsidiaries 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, (c) 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(g).

“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.

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

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

“Regulatory 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 “subsidiary” 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: (i) any federal, state, local or foreign net income, gross
income, gross receipts, windfall profit, severance, property, production, sales, use, license,
excise, franchise, employment, payroll, 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 result 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 attached 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 V1II (the “Closing Date”), at
the offices of Sidley Austin Brown & Wood LLP, Chicago, lllinois 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
(i1) such later time as Parent and the Company shall agree and as shall 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 etfects set forth in this
Agreement and in the NJBCA and the PBCL.

Section 2.5 Articles of Incorporation and By-laws; Officers 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 I 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 consuitation 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 111
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 Article 11l 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(c),
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. (a) Promptly after 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 11, 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™), (i) 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
cancellation 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 in 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 IlI, after giving effect to any
required withholding Tax. No interest will be paid or accrued on the cash payabie 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 shail 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 2 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 (ii) 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 shall 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 I1I (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 III.

(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 1l 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 split, stock dividend, recapitalization, subdivision,
reclassification, combination or similar transaction.

Section 3.6 Lost Certificates. [fany 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 1n 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, (1) 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 [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 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 IV 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 has
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, fully 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
Outside 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™), (xiit) 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 securities, 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
Agreement, 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 (i) may be limited by
bankruptcy, insolvency, moratorium or other similar laws 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) resuit in a
viglation 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 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, (iii) 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) (solety 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, (i1) 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 (collectively, 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 all
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 ail 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 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 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 ail 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, (v} any change in accounting methods,
principles or practices by the Company or any of its Subsidiaries, (v) any Tax Retumn relating to
Company Material Taxes prepared or filed materially inconsistent with past practice, or with
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respect to any such Tax Return 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 Returns, (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 supplements 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 1s 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 Subsidianes is in compliance in all material
respects with (i) the applicable provisions of the Sarbanes-Oxley Act of 2002 and the related
rules and regulations promulgated thereunder or under the Exchange Act (the “Sarbanes-Oxley
Act”) and (i1) 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.

(c) 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 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 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 to Parent a summary of any disclosure made by management
to the Company’s auditors and audit committee since January 1, 2002 referred to in such
certifications.

(d) The Company and each 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
(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, 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 to
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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 Matenal 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 resuit 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 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 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
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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 to) 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 tn the Company Tax Certificate,
if made on the date hereof (assurmning 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) ltem 4.12(a) of the Company Letter sets forth a true and
complete list of each Benefit Plan (including each ERISA Benefit Plan) maintained by the
Company and its Subsidiaries. Except as required by law, neither the Company nor any of its
Subsidiaries has 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 Item 4.12(a) of the Company
Letter, correct and complete copies, where applicable, of the following documents have been
made available to 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 dunng the last two plan 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 each 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 1s
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
circumstance 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 [tem 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 [tem 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

229-

CHI 30959155v8



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 [ of ERISA or Section 4980B of the Code, (ii)
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 [V 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 contempiated 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 i1s no
proceeding, action, complaint, investigation or claim in respect of any Company 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 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. None of the
Company Non-US Compensation and Benefit Plans (other than pension plans) provide benefits
to 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.

(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 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 1s 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, individuaily or in the aggregate, reasonably be expected to have
a Material Adverse Effect on the Company. Neither the Company nor any of its Substidiaries 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 received 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, slowdown 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 Material 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 Qperations of Nuclear Power Plants. (a) 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,
(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) The Company has funded to the extent required consistent with NRC
regulations the decommissioning costs of each Company Nuclear Facility.

(c) 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 (c) 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 (¢) 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 nisk
parameters that are set forth in the Company Trading Guidelines and (ii) the exposure of the
Company and its Subsidijaries 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 in 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 a 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 tnapplicable to Parent, the Merger and this Agreement the provisions of
Section 14A:10-A4 and Section 14A:10-AS5 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 statute 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.

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 Qpinion 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 (c) 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 (¢) 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 Items 4.25(c) and (e} 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), (ii) 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 (1i1) 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 (if) 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 called for by such representation or warranty readily apparent), as follows:

Section 5.1 Qrganization. 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 0 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 (iii) 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 limitation any
Contract relating to any transaction or relationship between or among Parent 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 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™).

38-

CHI 3099155v8



(b) As of the date of this Agreement, there are no securities, options, warrants,
calls, nghts, 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 Issuance, 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 enforceabie 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 generally 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, (i1i) as may be required by state takeover laws and foreign or supranational laws
relating to antitrust and competition clearances disclosed on Item 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 generaily accepted accounting principies (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)
regular 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 licu 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 materially 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
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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 to 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 (1) 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, is 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, summarize 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 its 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 date.

(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 (1) “reportable condition” or
(11) “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, validly issued, fully paid and non-assessable 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, (ii) 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, (ii1)
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.

{(¢) 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 (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 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 Matenal Adverse Effect on Parent.

Section 5.13 Parent Benefit Plans. (a) ltem 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 {0) 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 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
available to the Company: (i) all Benefit Plan documents and amendments, trust agreements and
insurance and annuity contracts and policies, (i1) 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. ltem 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 [tem 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 circumstance that
would not, individually or in the aggregate, reasonably be expected to have a Matenal 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 [2-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 | of ERISA or applicable state law. No plan or arrangement disclosed on [tem
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, (ii) 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 (regardless 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 [2-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 pian 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 termination 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 payabie or trigger any other
material obligation pursuant to, any of the Benefit Plans or Parent Compensation Commitments,
(iii) result in any breach or violation of, or a default under, any of the Benefit Plans 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 Parent 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) result 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 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 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 pian 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. 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 a direct 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 1s 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 Subsidiaries 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
woulid not, individually or in the aggregate, reasonably be expected to have a Material Adverse
Effect on Parent and (ii) 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: (1) 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, (i11) 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 resoiving 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 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 pursuant 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 (i1) 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 (c) 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 ail 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 (c) 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
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“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 resulting 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
resuiting 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 related operations that would be material to Parent
and its Subsidiaries taken as a whole.

Section 5.20 [ntellectual 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, individuaily 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 Opinions 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 Eftect 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 all 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 default
under) any Parent 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 Parent.

(b) None of ENEH or any of its Subsidiaries is a party to any Contract
whercunder 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 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 1s 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 (i) 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 1s 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
gach case, other than Parent Indebtedness under which ENEH or any of its Subsidiaries 1s 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):

(i) (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 Itern 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;

(ii) 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 6.1(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 settlement 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)(i1)(5) of the Company Letter,
(6) the issuance of Shares pursuant to the Company ESPP, the Company DRIP,
the Company Thrift Plan and the Company Employee Savings Plan and (7) the
issuanice 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;

(111) 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 or
collective bargaining agreement in effect as of the date of this Agreement, (A)
grant to any current or former employee, officer or director of the Company or
any 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 bargaining agreement or Benefit
Plan, except, (1) with respect to any Benefit Plan maintained by the Company that
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 Item 6.1(a)(viii}(B) of the Company Letter and sales of
assets by Power or any Subsidiary of Power described on ltem 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 Item 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 compliance 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;

(x1) 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,;

(xii) other than participation in the New Jersey Basic Generation Service
auction in 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 applicabie confidentiality or similar third

party agreement,

(xii1) 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 material rights or claims;

(xiv) enter into, or, other than in the ordinary course of business
consistent with past practice, 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 a move in market
prices then action wiil 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 liguidation 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:

CHI 3099155v8

(i) (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{b}¥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;

(11) 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)(ii)(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
permitted 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)(ii}(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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(ii1) 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 appiicable 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 ltem 6. 1(b)(vi}{(D}(2) of the Parent
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 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 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;

(vii) 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 Item 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;

{(x1) engage in any activities which would cause a change in Parent’s
status under PUHCA;

(xil) 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;

(x111) 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

61-



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, ntor 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 Shareholders 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 ail
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,

(c) 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 respectto 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, to 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 occurs, 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 thercof so that Parent or the Company, as the case may be,
may comment thereon. Except as set forth on [tem 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 jutisdiction 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 [tem 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 applicable 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 Item 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
Employees™), 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 shail 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 Emplioyee to the extent not applicable to the participant in any other such Benefit
Plan listed on Item 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 Item 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 individuali, 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 (ii) 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.

(h) 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 upon 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 (i1) 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 shail 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
cach 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 to 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 (i) “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 Pertod
(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 Shareholder 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 Sharcholders 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 sharehoiders 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 Shareholders 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 its respective shareholders.

(c¢) 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 include 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, to 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 (11) 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 results 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 to 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.

ki

Section 7.6 Public Announcements: Employee 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 to 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. If any “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 shall 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
indemnified 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&O 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 Suiviving 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
consurmnmate 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 holtd
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) (1) 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 Regulatory 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 3099155v8

(ii) The Regulatory Approval Team shall have an Illinois committee, a
Pennsylvania committee 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 Illinois 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 (ii) consisting of at least a majority of members who ar¢ 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 Illinois Governmental Entities. The Pennsylvania 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
consummating the Merger and the other transactions 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 ts 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 Statement 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, cach 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.

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 gquarterly
dividend per Parent Share paid by the Surviving Corporation after the Effective Time. If such
amount per Parent Share is less than the Dividend Threshold (the amount of such shortage is
referred to as the “Dividend Shortfall”), then the Company shail 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 (it) 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 I1I 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-taws 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 VII1
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) Shareholder 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
Orxder.

(¢) 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.

(iii) 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 to 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 Article 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 5.3 (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 (c) (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 Obligations. 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 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.

(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

—m
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those matters that are qualified by Material Adverse Effect or matenality 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, after 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, after 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 [tem 8.3(c) of the Company Letter shall not in and of itself 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.
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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 shall 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, (i1) 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
{11), (iv) 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 to 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 after 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 immediately 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 notfification;

(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 commiittee 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 Meeting
(including any adjournment or postponement thereof), the Company Shareholder Approval shall
not have been obtained, or (it) at the Parent Shareholders Meeting (including any adjournment or
postponement thereof), the Parent Shareholder Approval shall not have been obtained;

(1) 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 [tem 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. [{i) shall not be available to any party whose
faiture 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 to 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
1.5, 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 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.

(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(i), 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 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
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
mitlion.

(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 (¢), as the case may be, and, in order to
obtain such payment, Parent or the Company, as applicable, commences a suit which resulis in a
judgment against the Company or Parent, as applicable, for any of the amounts set forth in
Section 9.2(b), (¢), (d) or (e), 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 to be made.

Section 9.3 Amendment. This Agreement may be amended by the parties hereto at any
titne 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, thereafter 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 (i11) 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

constitute 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 shalt 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. Dearborn St.
Chicago, Illinois 60603
Attn: General Counsel
Fax No.: (312) 394-2900

with a copy to:

Sidiey 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 Governing 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 jurisdiction
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
ATTORNLEY 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, (iii)
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 incapabie 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 intent of the parties as closely as
possible in a 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
expenses.

Section 10.9 Obligations of Subsidianies. 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.
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IN WITNESS WHEREOF, 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.

EXELON CORPORATION
By:

Name:

Title:

PUBLIC SERVICE ENTERPRISE GROUP
INCORPORATED

By:

Name:
Title:
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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, Phijadelphia,
Pennsylvania 19103.

Section 1.02 Corparate Dffices. 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, Wlincis, 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 direciors
may from time fo time appoint or as may be necessary, advisable or appropriate for the
business of the corpoeration.

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

ARTICLE 1l
Notice - Waivers - Meetings Generally

Section 2.01 Manner of Giving Notice.

(a) General Rule. Whenever writien 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 messénger 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 iaw, 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 entitled thereto when deposited in the United States mail or with a
telegraph office or courier service for defivery to that person or, in the case of facsimile
transmission, when received. Notwithstanding the foregoing, written notice of any
meeting of shareholders ray be sent by any class of mail, postage prepaid, so long 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



reguired by any other provision of the Business Corporation Law, the arlicles or these
bylaws.

(b)  Adjourned Shareholder Meetings. When a meeting of shareholders is
adjoumned, it shall not be necessary to give any notice of the adjourned meeting or of
the business to be transacted 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 nofice of the’
business to be transacted and such nofice 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 directars 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 af, not 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 80
calendar days prior to the date of the meeting. If ihe secretary neglects or refuses fo
give nofice 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 {ransacted. .

(b)  Notice of Action by Sharehotders 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 shareholder 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 propased
amendment or a summary of the changes to be effected thereby.

Section 2.04 Waiver of Notice.

(@)  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 fo the nofice, whether before
or after the time stated therein, shall be deemed equivaient 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 Attendance. Attendance of a person at any meeting shall
constitute a waiver of notica 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 nofice of a meeting required
to be given under the provisions of the Business Corporation Law ot the articles or
these bylaws, the meeting considering the resolution may without further notice adopt it
with such ¢larifying or other amendments as do not enlarge its original purpose.

Section 2.06 Exception fo 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 instrumentoras a
condition precedent to taking any corporate action and communication with that person
is then unlawfut, the giving of the natice or communication to that person shall not be
required.

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

been unable to communicate for mare than 24 consecutive months because
communications to the shareholder are returned unclaimed or the shareholder 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 Conferance 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 resclution 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 2 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 Sectlon shall constltute presence in person at
the meeting.

ARTICLE ill
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 Pennsylvania 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
Pennsyivania 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 meeting shall not have been
called and held within six months after the designated time, any shareholder may call
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 diractors, 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 s0. 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 Querum and Adjournment.

(a) Generat 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 fo cast at least a majority of the votes that ali shareholders are
entitled to cast 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 shail not be counted in determining the
total number of outstanding shares for quorum purposes at any glven time.

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

(c) 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 entified 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 fo vote
who aftend 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 nofice of the meeting if the nofice states that those sharehoiders who attend the
adjournad meeting shall nevertheless constitute a quorum for the purpose of acting
upon the matter.

Section 3.05 Action by Sharehoiders.

(a) 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 entitled to vote
thereon and, if any shareholders are entitled 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 sharehoidars. 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 to 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 sharehoider's intention fo 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 iess 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 anhual 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 areowned 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 proposai 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 speacial meeting of shareholders, 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 a 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 annual or special meeting of the shareholders is properiy



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.

(@)  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 {o order
or, in the case of vacancy in office and absence of action of the Whole 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. Unless 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 ofher 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 aliotted to
guestions 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 shargholders need not be conducted in accordance with rules of
parfiamentary procedure.

Section 3.07 Voting Rights of Sharehoiders. Unless'otherwise' provided in the
articles, every shareholder of the corporation shall be entitied 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 fo vote at a meeting of shareholders
may authorize another person to act for the shareholder by proxy.




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

(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 alf 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, uniess coupled with an interest, shali be revocabie 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 untit 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 unless 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 sharehoiders by or on behaif 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 Pledgses. 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 fransferred into the name of the pledgee, or a nominee of the
pledgee, but nothing in this Section shall affect the validity of a proxy givento a pledgee
or nominee.

Section 3.10 Voting by Joint Holders of Shares.

(@)  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 persan 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 beneficiai owners thereof among themseives.

(v)  Exception. If there has been filed with the secretary of the corporation a
copy, certified by an attormey-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 entitled 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 specnai 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 controiled, 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 Sharehoiders 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 thé adjourned
meeting.




(b)  Determination When Record Date Is Not Fixed. if a record date is not
fixed:

(1) The record date for determining shareholders 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.

(2j " 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.

{¢) 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 piace of the sharehoider 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 entitied to
examine the list or share register or transfer book or to vote at any mesting of
shareholders.

Section 3.14 Judges of Eiection.

(a)  Appointment. In advance of any meeting of shareholders of the
corporation, the board of directors may appoint judges of eiection, 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 mesting by the presiding
officer thereof.

{c)  Duties. The judges of eiection 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 praxies, receive votés
or ballots, hear and determine ali 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 acts as may be proper to conduct the election or vote. The judges of election
shall perform their duties impartialty, 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 guestion or
matter determined by them, and execute a certificate of any fact found by them. Any
repart 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 to
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 paymentis 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

Saction 4.01 Powers.

(@)  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 settlement,
penalty, punitive damages or expenses of any nature, including, without
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limitation, aftorneys' fees and disbursements) for any action taken, or any failure
to take any action before, on or after the date of these bylaws, uniess:

(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
Corporatton Law; and

(u) the breach or failure to perfon-n constltutes self-dealing,
willful misconduct or recklessness.

(2) The provisions of paragraph (1) shali 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 local, 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 persen of ordinary prudence would
use under similar circurnstances. In performing his duties, a director shall be entitled to
rely in good faith on information, opinions, reports or statements, including financia)
statements and other financial data, in each case prepared or presented by any of the
following: .

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

(2) Counse!, public accountants or other persons as {o 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 [aw, as to matters within its designated authority,
which commiittee the director reasonably believes to merit confidence.

Section 4.02 Qualifications and Selection of Directors.

(a) Qualifications. 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 election of
directors may be made by any shareholder entitled to vote for the election of directors if
timely written nofice in proper form (the "Notice") of the shareholder's intent fo 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 caiendar 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 appiy to a
nomination for directors made to the shareholders by the board of directors or a
committee thereof,

. (¢} Confents of Notice. To be in proper written form, the Notice shall be in
writing and shall 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 entitied to vote at such annual
meeting and intends to appear in person or by proxy at the meefing 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 ruies and regulations 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 amangements or understandings between or
among any of (A) the shareholder giving the Notice, (B) the beneficial owner on
whose behalf 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;

() a description of alf 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 fo the meefing 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 shareholder 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 a separate election.

Section 4.03 Number and Term of Office.

() Number, The board of directors shali 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 Public 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 directors in the
case of approval of any individual and the rules of the New Yark Stock Exchange, the

- Exchange Act and the rules and regulations thereunder and any other applicable laws
(the “Initial PSEG Directors”). 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 naminate for election (subject to the fiduciary duties of the directors in the case of
approval of any individual and the ruies 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 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 person nominated by the
beoard 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.

(¢)  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 tefms 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 fill 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 shail 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 all 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.

{a) General Rule. Except as otherwise provided in the terms of the Preferred
Stock or in these bylaws, vacancies in the board of directors, inciuding 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 seiected shall be a director to serve for the balance 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 ail 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 6f directors or
the applicable commitiee 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
fili 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
shareholders 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 elecied 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 impriscnment 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 secrefaries,
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 Reqular 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 shall
be held whenever called by the chief executive officer, if there be one, of by two or more
of the directors.

Section 4.11 Quorum of and Action by Directors.

(@) 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.

(<) 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 o 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 of inaccuracy. .

Section 4.12 Cammittees 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, shail have and may exercise all of
the powers and authority of the board of directors except that a committee shall not
have any power or authorify as to the foliowing:

(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 boérd of directors.
(3) The adopfion, 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 resolutron of the board of
directors to another committee of the board.

(b)  Alternate Committee Members. The board may designate one or more
directors as alternate 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 commitiee. 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 direcfors 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. ' ‘

() Committee Procedures. The term "board of directors" or "hoard," 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 shall 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 Generaliy.

(a)  Number Qualifications and Designation. The officers of the corporation
shall be a president, one or more vice presidents (which termn 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 sharehoiders of the

19



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, Committees 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 peried, 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 ¢f 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 filled 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 to resclutions or orders of the
board of directors or, in the absence of conirolling provisions in the resolutions or orders
of the board of directors, as may be determined by or pursuant o these bylaws.
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(p)  Chief Executive Officer . The board of directors may designate from time
to time by resolution a chief executive officer. Such chief execufive officer may be, but
need not be, the president or chairman of the board. For at [east the pendency of the
Transition Period, Mr. John Rowe shall be the President and Chief Executlve 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,
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 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 controi 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 sighing 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 al! duties incident to the office of president and such other duties
as from time to time may be assigned by the board of dnrectors and the chief executive
officer, as applicable.

Section 5.09 The Vice Presidents. The vice presidents (which term shall include
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 attend
all meetings of the shareholders and of the board of directors and shail record all the
votes of the shareholders and of the directors and the minuies 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 orin any
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manner due to or received by the corporation; shall deposit all funds in his, or its
custody as treasurer in such banks or other places of deposit as the board of directors
may from time fo time designate; shall, whenever so required by the board of directors,
render an account showing alf 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.

Sectron 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 68.01 Share Certificates.

(8) Form 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 thé 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 cerlificate (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, voiing rights,
preferences, limitations and speciai 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.

(by  Share Register. The share register or transfer books and biank share
certificates shall be kept by the treasurer or by any transfer ageat or regrstrar
designated by the board of directors for that purpose.

Section 6.02 Issuance. The share certificates of the corporation shall 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 Trangfer, Transfers of shares shail 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 cerificate or by an attorney lawfully constltuted 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 freasurer
ar 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 Hoider 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
loss 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 Vi ‘
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, empioyee 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 permifs the corporation
to provide broader indemnification rights than such law permitted the corporation to
provide prior to such amendment), against all expense, liability and loss (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 VII 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 to an employee
benefit plan) shall be made only upon delivery to the corparation of an undertaking
(hereinafter an "underiaking"}, by or on behalf of such indemnitee, to repay all amounts
so advanced if it shall ultimately be determined by final judicial decision from which
there is no further right to appeal (hereinafter a "finai adjudication”} that such indemnitee
is not entitled 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 Article VI! shall be contract rights and such rights shali 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 modification 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 ciaim has been received hy 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 counse! 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 lega! 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, In 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 fo be indemnified,
or to such advancement of expenses, under this Article VIi or otherwise shall be on the
corporation.

Section 7,04 Non-Exclysivity of Rights. The rights to indemnification and to the
advancement of expenses conferred in this Article Vil shail 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 |nsurange. 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 VII 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 Atticle. 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 hot 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 Committee of the Board.

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

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

President.

25



The individual who, immediately prior o 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 shall be determined by length of time in rank. Each member of the
emergency committee thus constituted shall continue to 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 shail have and may exercise all of the powers and
authority of the board of directars, including the power to fiil a vacancy in any office of
the corporation or to designate a temporary replacement for any officer of the
corporation who is unavaiiable, 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 commitiee 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 corporatton during an
emergency. :

ARTICLE 1X
Miscellanecus

Section 9.01 Comorate 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 exchande 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 info any contract or to
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execute or deliver any insfrument 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 othér
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 voidable 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:

) the material facts as to the relationship or interest and as to the
contract 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 sharehoiders; or

(3) the confract 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 onfy upon checks signed by such one or more officers or employees
as the board of directors shall from time to time determine.

Section 9.06 Corporate Records.

(a) Reguired 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 written 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 purpaose 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 shali 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
Commonwealith of Pennsylvania or at its principal place of business wherever situated.

Section 8.07 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.

(¢} 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 8. Dearborn St.
Chicago, Illinois 60603

Ladies and Gentlemen:

I have been advised that, as of the date hereof, I may be deemed to be an “affiliate” of
Public Service Enterprise Group Incorporated, a 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
“Commission”) 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 1 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. [
understand that such exemptions are limited and [ 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) promulgated under the Securities Act.

I hereby represent and warrant to and covenant with Parent that [ 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 [ 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,
[ 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.

[ 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 thereunder or (ii) 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 [ may have to object to any claim that [ 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:
2-

CHI 3099155v8



Exelon Electric & Gas — Post Merger*
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EXHIBIT JP-1E

GENERAL SERVICES AGREEMENT

BETWEEN

EXELON BUSINESS SERVICES COMPANY
AND

EXELON ELECTRIC & GAS CORPORATION, FORMERLY, EXELON CORPORATION
(“EXELON CORPORATION"); EXELON ENERGY DELIVERY COMPANY, LLC;
COMMONWEALTH EDISON COMPANY; PECO ENERGY COMPANY; PUBLIC

SERVICE ELECTRIC AND GAS COMPANY; EXELON VENTURES COMPANY, LI.C;
EXELON GENERATION COMPANY, LLC; EXELON ENTERPRISES COMPANY, LLC;
PSEG ENERGY HOLDINGS LLC; UIl, LLC, FORMERLY UNICOM INVESTMENT INC;

AND THE SUBSIDIARIES, AFFILIATES AND ASSOCIATES OF EACH LISTED ENTITY.

THIS AGREEMENT, made and entered into this 1st day of January, 2001, by
and between the following Parties: EXELON BUSINESS SERVICES COMPANY (“Services
Company”), EXELON CORPORATION; EXELON ENERGY DELIVERY COMPANY, LLC;
COMMONWEALTH EDISON COMPANY; PECO ENERGY COMPANY; PUBLIC
SERVICE ELECTRIC AND GAS COMPANY; EXELON VENTURES COMPANY, LLC;
EXELON GENERATION COMPANY, LLC; EXELON ENTERPRISES COMPANY, LLC;
PSEG ENERGY HOLDINGS LLC; UlI, LLC, FORMERLY UNICOM INVESTMENT INC;
AND THE SUBSIDIARIES, AFFILIATES AND ASSOCIATES OF EACH LISTED ENTITY

(collectively, the “Client Companies™);

WITNESSETH:
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WHEREAS, Client Companies, including EXELON CORPORATION, which is
registered under the terms of the Public Utility Holding Company Act of 1935 (the “Act”) and its
other subsidiaries, affiliates and associates desire to enter into this agreement providing for the
performance by Services Company for the Client Companies of certain services as more
particularly set forth herein;

WHEREAS, Services Company is organized, staffed and equipped and has filed with the
Securities and Exchange Commission (“the SEC”) to be a subsidiary service company under
Section 13 of the Act to render to EXELON CORPORATION, and other subsidianes, affiliates
and associates of EXELON CORPORATION, certain services as herein provided; and

WHEREAS, to maximize efficiency, and to achieve merger related savings, the Client
Companies desire to avail themselves of the advisory, professional, technical and other services
of persons employed or to be retained by Services Company, and to compensate Services
Company appropriately for such services;

NOW, THEREFORE, in consideration of these premises and of the mutual agreements

set forth herein, the Parties agree as follows:

Section |, Agreement to Provide Services

Services Company agrees to provide to Client Companies, upon the terms and conditions
set forth herein, the services hereinafter referred to and described in Section 2, at such times, for
such period and in such manner as Client Companies may from time to time request. Except
with respect to “Corporate Governance Services” as defined in Section 7 hereof, the Services
Company shall perform only those services as are requested by the Client Companies. Services

Company will keep itself and its personnel available and competent to provide to Client
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Companies such services so long as it is authorized to do so by the appropriate federal and state
regulatory agencies. In providing such services, Services Company may arrange, where it deems
appropriate, for the services of such experts, consultants, advisers and other persons with

necessary qualifications as are required for or pertinent to the provision of such services.

Section 2. Services to be Provided

The services expected to be provided by Services Company hereunder may, upon request
by a Client Company, include the services as set out in Schedule 2, attached hereto and made a
part hereof. In addition to those identified in Schédule 2, Services Company shall provide such
additional general or special services, whether or not now contemplated, as Client Companies
may request from time to time and Services Company determines it is able to provide.

Notwithstanding the foregoing paragraph, no change in the organization of the Services
Company, the type and character of the companies to be serviced, the factors for allocating costs
to associate companies, or in the broad general categories of services to be rendered subject to
Section 13 of the Act, or any rule, regulation or order thereunder, shall be made unless and until
the Services Company shall first have given the SEC written notice of the proposed change not
less than 60 days prior to the proposed effectiveness of any such change. If, upon the receipt of
any such notice, the SEC shall notify the Services Company within the 60-day period that a
question exists as to whether the proposed change is consistent with the provisions bf Section 13
of the Act, or of any rule, regulation or order thereunder, then the proposed change shall not
become effective unless and until the Services Company shall have filed with the SEC an
appropriate declaration regarding such proposed change and the SEC shall have permitted such

declaration to become effective.
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Section 3. Changes in Parties

New direct or indirect subsidiaries, affiliates and associates of EXELON
CORPORATION, which may come into existence after the effective date of this Services
Agreement, may become additional Client Companies of Services Company and subject to this
General Services Agreement. In addition, entities which are, as of the effective date of this
General Services Agreement, direct or indirect subsidiaries, affiliates and associates of EXELON
CORPORATION, may thereafter leave the holding company system, in which case they will no
longer be subject to this General Services Agreement. The parties hereto shall make such
changes in the scope and character of the services to be provided and the method of assigning,
distributing or allocating costs of such services as may become necessary to achieve a fair and
equitable assignment, distribution, or allocation of Services Company costs among associate
companies taking into account both the new subsidiaries and the subsidiaries which have left the
holding company system, subject to the provisions of Section 2 above,

?

Section 4. Compensation of Services Company

As compensation for the services to be rendered hereunder, Client Companies listed in
Attachment A hereto, as revised from time to time, shall pay to Services Company all costs
which reasonably can be identified and related to particular services provided by Services
Company for or on Client Company’s behalf (except as may otherwise be permitted by the SEC).
All other Client Companies and their affiliates and associates (see Attachment B) shall pay to

Services Company charges for services that are to be no less than cost (except as may otherwise
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be permitted by the SEC), insofar as costs can reasonably be identified and related by Services
Company to its performance of particular services for or on behalf of Client Company.

The services described herein or contemplated to be provided hereunder shall be directly
assigned, distributed or allocated by activity, project, program, work order or other appropriate
basis. The factors for assigning or allocating Services Company costs to Client Company, as
well as to other associate companies, are set forth in Schedules | and 2 attached hereto.
Attachments A and B and Schedules | and 2 are each expressly incorporated herein and made a
part hereof.

Any charges to the Client Companies on account of use of capital shall reflect a

reasonable and efficient capital structure.

Section 5. Securities and Exchange Commission Rules

It is the intent of the Parties that the determination of the costs as used in this Agreement
shall be consistent with, and in compliance with, the rules and regulations of the SEC, as they

now exist or hereafter may be modified by the Commission.

Section 6. Service Review

The parties shall review each service covered by this Agreement on an as needed basis, to
assess the quality of the service and to determine the continued need therefor, and shall, subject
to the provisions of Section 2 above, amend the scope of services, delete services entirely from
this Agreement, and/or decline services which are not “Corporate Governance Services,” as

defined in Section 7 hereof, as they determine to be necessary or desirable.
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Section 7. Corporate Governance Services.

Whether or not requested by the Client Companies, the Services Company may provide to all
Client Companies, and Client Companies shall pay Services Company for, “Corporate
Governance Services.” Corporate governance consists of those activities and services reasonably
determined to be necessary for the‘lawful and effective management of Exelon System
businesses. Corporate Governance Services may be supplied from functions such as accounting,
finance, executive, strategic planning, legal, human resources/benefits, audit, corporate
communications and public affairs, environmental, health and safety, government affairs and
policy, and investor relations. Corporate Governance Services may include, but are not limited
to, the following: planning and project evaluation; finance and treasury; accounting and
analysis; risk management; tax; shareholder and investor relations; merger and acquisition
services; strategic planning; diversity; employee and labor relations; HR planning and
development; compensation and benefits; legal services in the areas of securities, PUHCA,
employmeqt, regulatory, contract, litigation and intellectual property laws; legal and
administrative support to the Board of Directors; environmental compliance activities; ethics and
compliance programs; management services for compliance with Federal laws, regulations and
other policy requirements, including relationship management with the U.S. Congress and
Federal agencies; corporate communications; branding; corporate events; charitable support;
community relations and communications to local organizations; and communications to

employees.

Section 8. Payment

Payment shall be by making remittance of the amount billed or by making
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appropriate accounting entries on the books of the companies involved. Invoices shall be

prepared on a monthly basis for services provided hereunder.

Section 9. EXELON CORPORATION

Except as authorized by rule, regulation, or order of the SEC, nothing in this Agreement
shall be read to permit EXELLON CORPORATION, or any person employed by or acting for
EXELON CORPORATION, to provide services for other Parties, or any companies associated

with said Parties.

Section 10. Client Companies

Except as limited by law or order of the SEC, Client Companies, their subsidiaries,
affiliates and associates may provide services described herein to other Client Companies, their
subsidiaries, affiliates and associates on the same terms and conditions as set out for the Services

Company.

Section | |. Effective Date and Termination

This Agreement is executed subject to the consent and approval of all applicable
regulatory agencies, and if so approved in its entirety, shail be deemed effective from the date
that the merger between PECO ENERGY COMPANY and UNICOM CORPORATION was
consummated, and with respect to Public Service Electric and Gas Company and PSEG Energy
Holdings LLC and their subsidiaries, from the effective date of the merger between Public
Service Enterprise Group Incorporated and Exelon Corporation, and shall remain in effect from

said date unless terminated by mutual agreement or by any Party giving at least 90 days’ written
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notice to the other Parties prior to the beginning of any calendar year, each Party fully reserving
the right to so terminate this Agreement.

This Agreement may also be terminated or modified to the extent that performance may
conflict with any rule, regulation or order of the SEC adopted before or after the making of this
Agreement. This Agreement shall be terminated with respect to any Client Company
immediately upon such Client Company ceasing to be a member of the Exelon holding company
system.

The Parties’ obligations under this Agreement which by their nature are intended to
continue beyond the termination or expiration of this Agreement shall survive such termination

or expiration,

Section 12. Access to Records

Records will be maintained in accordance with 17 C.F.R. §257 and in any event no less
than seven years following a transaction under this Agreement. The Client Company may request
access to and inspect the accounts and records of the Services Company, provided that the scope

of access and inspection is limited to accounts and records that are related to such transaction.

Section 13. Assignment

This Agreement and the rights hereunder may not be assigned without the

mutual written consent of all Parties hereto.

IN WITNESS WHEREQF, the Parties hereto have caused this Agreement to be executed and

attested by their authorized officers as of the day and year first above written.
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EXELON BUSINESS SERVICES COMPANY

By /s/ Ruth Ann M. Gillis
Ruth Ann M. Gillis
Title: President

EXELON ELECTRIC & GAS CORPORATION, formerly
EXELON CORPORATION,
ON BEHALF OF ITSELF AND ITS SUBSIDIARIES, AFFILIATES
AND ASSOCIATES

By /s/ 1. Barry Mitchell
J. Barry Mitchell
Title: Senior Vice President and Treasurer

EXELON ENERGY DELIVERY COMPANY, LLC,
ON BEHALF OF ITSELF AND ITS SUBSIDIARIES

By /s/ ]. Barry Mitchell
J. Barry Mitchelil
Title: Vice President and Treasurer

COMMONWEALTH EDISON COMPANY,
ON BEHALF OF ITSELF AND ITS SUBSIDIARIES

By /s/ J. Barry Mitchell
J. Barry Mitchell
Title: Senior Vice President, Treasurer, and Chief Financial Officer

PECO ENERGY COMPANY,
ON BEHALF OF ITSELF AND ITS SUBSIDIARIES

By /s/ J. Barry Mitchell
1. Barry Mitchell
Title: Vice President, Treasurer, and Chief Financial Officer




EXELON VENTURES COMPANY LLC,
ON BEHALF OF ITSELF AND ITS SUBSIDIARIES

By /s/ J. Barry Mitchell
J. Barry Mitchell
Title: Vice President, Treasurer, and Chief Financial Officer

EXELON GENERATION COMPANY, LLC,
ON BEHALF OF ITSELF AND ITS SUBSIDIARIES

By  /s/J). Barry Mitchell
J. Barry Mitchell
Title: Vice President, Treasurer, and Chief Financial Officer

EXELON ENTERPRISES COMPANY, LLC,
ON BEHALF OF ITSELF AND ITS SUBSIDIARIES

By /s/ J, Barry Mitchell
J. Barry Mitchell
Title: Vice President and Treasurer

UII LLC, formerly
UNICOM INVESTMENT INC.,
ON BEHALF OF ITSELF AND ITS SUBSIDIARIES

By /s/ J. Barry Mitchell
J. Barry Mitchell
Title: Chairman, President and Chief Executive Officer,
Director, Vice President and Treasurer
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PUBLIC SERVICE ELECTRIC AND
GAS COMPANY
ON BEHALF OF ITSELF AND ITS SUBSIDIARIES

By /s/_(Name)

(Name)
Title:

PSEG ENERGY HOLDINGS, LL.C
ON BEHALF OF ITSELF AND ITS SUBSIDIARIES

By /s/ (Name)

(Name)
Title:

1
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Attachment A

Commonwealth Edison Company
Commonwealth Edison Of Indiana, Inc.
PECO Energy Company

Public Service Electric and Gas Company
Exelon Generation Company, LLC

Any subsidiary involved in directly providing goods,
construction or services to the foregoing companies



EXHIBIT JP-1E

Attachment B

All other Client Companies and their affiliates and associates not referred to in Attachment A,

CBi7i9



Service Agreement Schedule 1

Allocation Ratios:

General:

Direct charges shall be made so far as costs can be identified and related to the particular
transactions involved without excessive effort or expense. Other elements of cost,
including taxes, interest, other overhead, and compensation for the use of capital
procured by the issuance of capital stock, shall be fairly and equitably allocated using the
ratios set forth below.

Revenue Related Ratios:

Revenues
Sales - Units sold and/or transported
Number of Customers

Expenditure Related Ratios:

Total Expenditures

Operations and Maintenance Expenditures

Capital Expenditures

Service Company Billings

Service Company SLA Billings (Non-governance)

Labor/Payroll Related Ratios:

Labor / Payroll
Number of Employees

Units Related Ratios:

Usage (for example: CPU's, square feet , number of vendor invoice payments)
Consumption (for example: tons of coal, gallons of oil, MMBTU's)
Capacity (for example: nameplate generating capacity, peak load, gas throughput)

Other units related

Assets Related Ratios:
Total Assets
Current Assets
Gross Plant

Composite Ratios:

Total Average Assets and 12 months ended Gross Payroll

Modified Massachusetts Formula
Other composite ratios
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Service Agreement Schedule 2

Services Including But Not Limited To:

General:

Direct charges shall be made so far as costs can be identified and related to the particular
transactions involved without excessive effort or expense. Other elements of cost,
including taxes, interest, other overhead, and compensation for the use of capital
procured by the issuance of capital stock, shall be fairly and equitably allocated using the
ratios set forth in Schedule 1.

Administrative & management services including but not limited to:

accounting
bookkeeping
billing
accounts receivable
accounts payable
financial reporting
audit
claims
communications
customer operations
customer services
executive
finance
insurance
information systems services
investment advisory services
legal
library
record keeping
secretarial & other general office support
real estate management
security holder services
tax
treasury
other administration & management services

Expected allocation ratios: Revenue Related, Expenditure Related, Labor/Payroll Related,
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Personnel services including but not limited to:

recruiting

training & evaluation services

payroll processing

employee benefits administration & processing
labor negotiations & management

other personnel services

Expected allocation ratios: Labor/Payroll Related, Units Related, Composite
Purchasing services including but not limited to:

preparation & analysis of product specifications

requests for proposals & similar solicitations

vendor & vendor-product evaluations

purchase order processing

receipt, handling, warehousing and disbursement of purchased items contract negotiation
& administration

inventory management & disbursement

other purchasing services

Expected allocation ratios: Expenditure Related, Labor/Payroll Related, Units Related,
. Assets Related, Composite

Facilities management services including but not limited to:

office space

warehouse & storage space

transportation facilities (including dock & port, rail sidings and truck facilities)
repair facilities

manufacturing & production facilities

fixtures, office furniture & equipment

Expected allocation ratios: Expenditure Related, Labor/Payroll Related, Units Related,
Composite

Computer services including but not limited to:
computer equipment & networks
peripheral devices
storage media

software

Expected allocation ratios: Expenditure Related, Labor/Payroll Related, Units Related, Assets
Related, Composite
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Communications services including but not limited to:

communications eguipment

audio & video equipment

radio equipment

telecommunications equipment & networks
transmission & switching capability

Expected allocation ratios: Expenditure Related, Labor/Payroll Related, Units Related,
Assets Related, Composite

Machinery management services including but not limited to:

equipment
tools
parts & supplies

Expected allocation ratios: Expenditure Related, Labor/Payroll Related, Units Related,
Composite

Vehicle management services including but not limited to:

automobiles

trucks

vans

trailers

railcars

marine vessels

aircraft

transport equipment
material handling equipment
construction equipment

Expected allocation ratios: Expenditure Related, [.abor/Payroll Related, Units Related,
Composite

Operational services including but not limited to:

drafting & technical specification, development & evaluation
consulting

engineering

environmental

safety

nuclear

construction
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design

resource planning

economic & strategic analysis

research

testing

training

customer solicitation

support & other marketing related services
public & governmental relations

other operational services

Expected allocation ratios: Revenue Related, Expenditure Related, Labor/Payroll Related,
Units Related, Assets Related, Composite
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Service Level Arrangement

Arrangement between

Company]

Exhibit B

Services Department and [Client

Purpose

Governing Agreement

Term of Service

Scope of Services

Scope of Services

Service Responsibility Matrix

Services, Tasks

Service Costing Schedule

Monthly Billing Table:

Service/Transaction

Estimated Monthly Billing

Performance Metrics & Performance Reporting
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Signatures

Manager Service Company

Signature

Name (Client)
Title

Date

Signature

Date
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Project Charter
Mission:
Objective

Business Need / Expected Benefits
L]

Project Approach
[ ]

Measures of Success / Effectiveness
[ ]

Project Team
e Sponsor -

+ Responsible Director —
e Project Manager —
e Project Team —

High Level Schedule

Exhibit C

Major Risks and Issues
[ ]

Assumptions and Constraints
[ ]

C81719 C-1

Activity or Deliverable Start Date End Date
High Level Cost Estimate
Item Cost




Project Charter Authorizing Signatures

Name / Title

Signature

Date
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EXHIBIT JP-1F

MUTUAL SERVICES AGREEMENT
BETWEEN
PUBLIC SERVICE ELECTRIC AND GAS COMPANY
AND

[INSERT NAMES OF AFFILIATES HERE]

THIS AGREEMENT, made and entered into this ____ day of , 2005, by
and between the following: Public Service Electric and Gas Company (“PSE&G™), a
New Jersey Corporation; and [INSERT NAMES OF AFFILIATES HERE], hereinafter

"Affiliates." (PSE&G and its Affiliates are collectively referred to as "Parties.")

WITNESSETH:

WHEREAS, the Parties desire to enter into this Agreement providing for the
performance of certain services as more particularly set forth herein;-and

WHEREAS, to maximize efficiency, and to achieve cost savings, the Parties
desire to avail themselves of the benefits of having services provided by the least cost
provider thereof whenever possible, and to compensate such provider appropriately for
such services;

WHEREAS, PSE&G and its Affiliates intenc_l to engage in such transactions only
as permitted by New Jersey law and the rules of the New Jersey Board of Public Utilities;

NOW, THEREFORE, in consideration of these premises and of the mutual

agreements set forth herein, the Parties agree as follows:
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Section 1. Definitions

Board - New Jersey Board of Public Utilities.

Providing Company - one or more Parties to this Agreement that have agreed to provide
requested services to another Party in accordance with the terms of this Agreement.
Requesting Company - one or more Parties to this Agreement that are requesting
services to be provided by another Party in accordance with the terms of this Agreement.

Section 2. Agreement to Provide Services

PSE&G and Affiliates agree to provide, upon the terms and conditions set forth
herein, services including but not limited to those services hereinafter referred to and
described in Section 4, at such times, for such period and in such manner as Requesting
Company may from time to time request and Providing Company concludes it is able and
willing to provide. Providing Company will keep itself and its personnel available and
competent to render to Requesting Company such services so long as it is authorized so
to do by the appropriate federal and state regulatory agencies. In providing such services,
Providing Company may arrange, as it deems appropriate, for the services of such
experts, consultants, advisers, and other persons with necessary qualifications as are
required for or pertinent to the provision of the requested services.

Section 3. Compliance with Law

PSE&G shall take no action pursuant to this Agreement that is inconsistent with
the law of the state of New Jersey. Nothing herein shall have the effect of exempting

PSE&G from the provisions of NJSA § 48:3-7, as applicable, or its successor provision.
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Section 4. Services to be Provided

The services expected to be provided by Providing Company hereunder may
include, but are not limited to, the services set out in Schedule 2, attached hereto and
made a part hereof. In addition to those identified in Schedule 2, a Providing Company
shall render such additional general or special services, whether or not now contemplated,
as Requesting Company may request from time to time and Providing Company
determines it is able and willing to perform.

Section 5. New Affiliates

New direct or indirect affiliates of PSE&G, which may come into existence after
the effective date of this Mutual Service Agreement, may become parties to this
Agreement. The Parties hereto shall make such changes in the scope and character of the
services to be provided and the method of assigning, distributing or allocating costs of
such services as may become necessary to achieve a fair and equitable assignment,
distribution, or allocation of costs among all Requesting Companies, including the new
affiliates.

Section 6. Compensation of Providing Company

As compensation for the services to be provided hereunder, a Requesting
Company shall generally pay to Providing Company charges for services that are no
more than the cost thereof (except as otherwise directed or permitted by an appropriate
regulatory authority), insofar as costs can reasonably be identified and related to the
particular.services in question or otherwise fairly and equitably allocated to such services.
To the extent that PSE&G or any related competitive business segment, as defined in

NJAC § 14:4-5.2, are participants in a particular transaction, the Requesting Company
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shall pay to Providing Company charges for services that comply with the Board’s
decisions, rules and regulations.

Section 7. Service Requests

The services described herein or contemplated to be provided hereunder shall be
directly assigned, distributed or allocated by activity, project, program, work order or
other appropriate basis.

Section 8. Payment

Payment shall be by making remittance of the amount billed or by making
appropriate accounting entries on the books of the companies involved. Invoices shall be
prepared on a monthly basis for services provided hereunder.

Section 9, Effective Date and Termination

This Agreement is executed subject to the Commission's consent and approval,
and if so approved in its entirety, shall become effective as of the date of approval and
shall remain in effect from said date unless terminated by the Commission or by mutual
agreement. Any Party may withdraw from this Agreement by giving at least sixty days
written notice to the other Parties prior to withdrawal.

Section 10. Access to Records

For the seven years following a transaction under this Agreement, the Requesting
Company may request access to and inspect the accounts and records of the Providing
Company, provided that the scope of access and inspection is limited to accounts and
records that are related to such transaction.

Section 11. Assisnment

This Agreement and the rights hereunder may not be assigned without the
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mutual written consent of all Parties hereto.

IN WITNESS WHEREOF, the Parties hereto have caused this Agreement to be executed
and attested by their authorized officers as of the day and year first above written.

PUBLIC SERVICE ELECTRIC AND GAS COMPANY
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By

Title

ATTEST:

By

Title

[INSERT NAME OF AFFILIATE HERE]

By

Title

ATTEST:

By

Title

[INSERT NAMES OF AND SIGNATURE BLOCKS FOR ADDITIONAL
PARTIES AS NEEDED]
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Service Agreement Schedule 1

Allocation Ratios:

General:

1dentifiable costs for all of the services listed in Schedule 1 will be directly
charged to Client Companies, whenever possible. For costs that cannot be directly
assigned or distributed, the expected allocation ratios are shown below.,

Revenue Related Ratios:
Revenues

Sales - Units sold and/or transported
Number of Customers

Expenditure Related Ratios:
Total Expenditures
Operations and Maintenance Expenditures
Construction Expenditures

Labor/Payroll Related Ratios:
Labor / Payroll
Number of Employees

Units Related Ratios:
Usage (for example: CPU's, square feet, number of vendor invoice payments)
Consumption (for example: tons of coal, gallons of oil, MMBTU's)
Capacity (for example: nameplate generating capacity, peak load, gas throughput)
Other units related

Assets Related Ratios:
Total Assets
Current Assets
Gross Plant

Composite Ratios:
Total Average Assets and 12 months ended Gross Payroll
Modified Massachusetts Formula
Other composite ratios
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Service Agreement Schedule 2

Services including but not limited to:

General:

Identifiable costs for all of the services listed below will be directly charged to
Client Companies, whenever possible. For costs that cannot be directly assigned or
distributed, the expected allocation ratios are reflected below and discussed in more
detail in Schedule 2.

Administrative & management services including but not limited to:
accounting,
bookkeeping
billing
accounts receivable
accounts payable
financial reporting
audit
executive
finance
insurance
information systems services
investment advisory services
legal
library
record keeping
secretarial & other general office support
real estate management
security holder services
tax
treasury
other administration& management services

Expected allocation ratios:  Revenue Related, Expenditure Related, Labor/Payroll
Related, Units Related, Assets Related, Composite

Personnel services including but not limited to:
recruiting
training & evaluation services
payroll processing
employee benefits administration& processing
labor negotiations & management
other personnel services

Expected allocation ratios: Labor/Payroll Related, Units Related, Composite
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Purchasing services including but not limited to:
preparation & analysis of product specifications
requests for proposals & similar solicitations
vendor & vendor-product evaluations
purchase order processing
receipt, handling, warehousing and disbursement of purchased items
contract negotiation & administration
inventory management & disbursement
other purchasing services

Expected allocation ratios:  Expenditure Related, Labor/Payroll Related, Units Related,
Assets Related, Composite

Facilities management services including but not limited to:
office space
warchouse & storage space
transportation facilities (including dock & port, rail sidings and truck facilities)
repair facilities
manufacturing& production facilities
fixtures, office furniture & equipment

Expected allocation ratios:  Expenditure Related, Labor/Payroll Related, Units Related,
Composite

Computer services including but not limited to:
computer equipment & networks
peripheral devices
storage media
software

Expected allocation ratios:  Expenditure Related, Labor/Payroll Related, Units Related,
Assets Related, Composite

Communications services including but not limited to:
communications equipment
audio & video equipment
radio equipment
telecommunications equipment& networks
transmission & switching capability

Expected allocation ratios:  Expenditure Related, Labor/Payroll Related, Units Related,
Assets Related, Composite
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Machinery management services including but not limited to:
equipment
tools
parts & supplies

Expected allocation ratios:  Expenditure Related, Labor/Payroll Related, Units Related,
Composite

Vehicle management services including but not limited to:
automobiles
trucks
vans
trailers
railcars
marine vessels
aircraft
transport equipment
material handling equipment
construction equipment

Expected allocation ratios:  Expenditure Related, Labor/Payroll Related, Units Related,
Composite

Operational services including but not limited to:
drafting & technical specification development & evaluation
consulting
engineering
environmental
nuclear
construction
design
resource planning
economic& strategic analysis
research
testing
training
customer solicitation
support & other marketing related services
public& governmental relations
other operational services

Expected allocation ratios:  Revenue Related, Expenditure Related, Labor Payroll
Related, Units Related, Assets Related, Composite
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UTILITY MONEY POOL AGREEMENT

This Utility Money Pool Agreement (the "Agreement"), dated as of
, 200_, 15 made and entered into by and among Exelon Electric & Gas
Corporation ("Exelon"), a Pennsylvania corporation and a registered holding company
under the Public Utility Holding Company Act of 1935, as amended (the "Act"), Exelon
Business Services Company ("Exelon Service"), a Pennsylvania corporation and a non-
utility subsidiary of Exelon (in its role as administrator of the money pool and as a
participant in the money pool), and PECO Energy Company, Commonwealth Edison
Company, Commonwealth Edison Company of Indiana, Inc., Public Service Electric and
Gas Company and Exelon Generation Company, LLC (each a "Party” and collectively,
the "Parties").

WITNESSETH:

WHEREAS, the Parties desire to establish a Money Pool (the "Utility
Money Pool") to coordinate and provide for certain of their short-term cash and working
capital requirements; and

WHEREAS, the utility subsidiaries that will participate in the Utility
Money Pool and Exelon Service (each a "Subsidiary" and collectively, the
"Subsidiaries™) will from time to time have need to borrow funds on a short-term basis,
and certain of the Parties will from time to time have funds available to loan on a short-
term basis;

NOW, THEREFORE, in consideration of the premises and the mutual
agreements, covenants and provisions contained herein, and intending to be legally bound
hereby, the Parties hereto agree as follows:

ARTICLE 1
CONTRIBUTIONS AND BORROWINGS

Section 1.0I  Contributions to Utility Money Pool.

Each Party will determine each day, on the basis of cash flow projections
and other relevant factors, in such Party's sole discretion, the amount of funds it has
available for contribution to the Utility Money Pool, and will contribute such funds to the
Utility Money Pool. The determination of whether a Party at any time has surplus funds
to lend to the Utility Money Pool or shall lend funds to the Utility Money Pool will be
made by such Party's chief financial officer or treasurer, or by a designee thereof, on the
basis of cash flow projections and other relevant factors, in such Party's sole discretion.
Each Party may withdraw any of its funds at any time upon notice to Exelon Service as
administrative agent of the Utility Money Pool.

Section 1.02 Rights to Borrow.
Subject to the provisions of Section 1.04(c) of this Agreement, short-term

borrowing needs of the Parties, with the exception of Exelon, will be met by funds in the
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Utility Money Pool to the extent such funds are available. Each Party (other than Exelon)
shall have the right to make short-term borrowings from the Utility Money Pool from
time to time, subject to the availability of funds and the limitations and conditions set
forth herein and in the applicable orders of the Securities and Exchange Commission
("SEC"). Each Party (other than Exelon) may request loans from the Utility Money Pool
from time to time during the period from the date hereof until this Agreement is
terminated by written agreement of the Parties; provided, however, that the aggregate
amount of all loans requested by any Party hereunder shall not exceed the applicable
borrowing limits set forth in applicable orders of the SEC and other regulatory
authorities, resolutions of such Party's Board of Directors, such Party's governing
corporate documents, and agreements binding upon such Party. No loans through the
Utility Money Pool will be made to, and no borrowings through the Utility Money Pool
will be made by, Exelon.

Section 1.03 Source of Funds.

a) Funds will be available through the Utility Money Pool from the following
sources for use by the Subsidiaries from time to time: (1) surplus funds in the treasuries
of Parties other than Exelon, (2) surplus funds in the treasury of Exelon, and (3) proceeds
from bank borrowings by Parties and the sale of commercial paper by Exelon and each
other Party ("External Funds"), in each case to the extent permitted by applicable laws
and regulatory orders. Funds will be made available from such sources in such other
order as Exelon Service, as administrator of the Utility Money Pool, may determine will
result in a lower cost of borrowing to companies borrowing from the Utility Money Pool,
consistent with the individual borrowing needs and financial standing of the Parties
providing funds to the Utility Money Pool.

b) Borrowing Parties will borrow pro rata from each lending Party in the proportion
that the total amount loaned by such lending Party bears to the total amount then loaned
through the Utility Money Pool. On any day when more than one fund source (e.g.,
surplus treasury funds of Exelon and other Utility Money Pool participants ("Internal
Funds") and External Funds), with different rates of interest, is used to fund loans
through the Utility Money Pool, each borrowing Party will borrow pro rata from each
fund source in the same proportion that the amount of funds provided by that fund source
bears to the total amount of short-term funds available to the Utility Money Pool.

Section 1.04 Authorization.

a) Each loan shall be authorized by the lending Party's chief financial officer or
treasurer, or by a designee thereof.

b) Exelon Service, as administrator of the Utility Money Pool, will provide each
Party with periodic activity and cash accounting reports that include, among other things,
reports of cash activity, the daily balance of loans outstanding and the calculation of
interest charged.



¢) All borrowings from the Utility Money Pool shall be authorized by the borrowing
Party's chief financial officer or treasurer, or by a designee thercof. No Party shall be
required to effect a borrowing through the Utility Money Pool if such Party determines
that it can (and is authorized to) effect such borrowing at lower cost directly from banks
or through the sale of its own commercial paper.

Section 1.05 Interest.

The daily outstanding balance of all loans to any Subsidiary shall accrue
interest as follows:

a) If only Internal Funds comprise the daily outstanding balance of all loans
outstanding during a calendar month, the interest rate applicable to such daily balances
shall be the greater of (i) rates for high-grade unsecured 30-day commercial paper of
major corporations sold through dealers as quoted in The Wall Street Journal (the
"Average Composite”) or (ii) the rate then available to the lender from an eligible
investment in readily marketable money market funds or the existing short term
investment accounts maintained by the lender during the period in question,

b) If only External Funds comprise the daily outstanding balance of ail loans
outstanding during a calendar month, the interest rate applicable to such daily outstanding
balance shall be the lender's cost for such External Funds or, if more than one Party had
made available External Funds at any time during the month, the applicable interest rate
shall be a composite rate, equal to the weighted average of the costs incurred by the
respective Parties for such External Funds.

c) In cases where the daily outstanding balances of all loans outstanding at any time
during the month include both Internal Funds and External Funds, the interest rate
applicable to the daily outstanding balances for the month shall be equal to the weighted
average of the (i) cost of all Internal Funds contributed by Parties, as determined pursuant
to Section 1.05(a) of this Agreement, and (ii) the cost of all such External Funds, as
determined pursuant to Section 1.05(b) of this Agreement.

d) The interest rate applicable to Loans made by a Party to the Utility Money Pool
under Section 1.01 of this Agreement shall be the higher of the rate specified in Section
1.05 (a)(i) or Section 1.05 (a)(ii).

Section 1.06 Certain Costs.

The cost of compensating balances and fees paid to banks to maintain
credit lines by Parties lending External Funds to the Utility Money Pool shall initially be
paid by the Party maintaining such line. A portion of such costs shall be retroactively
allocated every month to the Subsidiaries borrowing such External Funds through the
Utility Money Pool in proportion to their respective daily outstanding borrowings of such
External Funds.

~

Section 1.07 Repayment.



Each Subsidiary receiving a loan from the Utility Money Pool hereunder
shall repay the principal amount of such loan, together with all interest accrued thereon,
on demand and in any event within 365 days of the date on which such loan was made.
All loans made through the Utility Money Pool may be prepaid by the borrower without
premium or penalty.

Section 1.08 Form of Loans to Subsidianes.

Loans to the Subsidiaries from the Utility Money Pool shall be made as
open-account advances, pursuant to the terms of this Agreement. A separate promissory
note will not be required for each individual transaction.

ARTICLE 1I
OPERATION OF UTILITY MONEY POOL

Section 2.01  Operation.

Operation of the Utility Money Pool, including record keeping and
coordination of loans, will be handled by Exelon Service under the authority of the
appropriate officers of the Parties. Exelon Service shall be responsible for the
determination of all applicable interest rates and charges to be applied to advances
outstanding at any time hereunder, shall maintain records of all advances, interest charges
and accruals and interest and principal payments for purposes hereof, and shall prepare
periodic reports thereof for the Parties. Exelon Service will administer the Utility Money
Pool on an "at cost" basis. Separate records shall be kept by Exelon Service for the
Utility Money Pool established by this Agreement and any other money pool
administered by Exelon Service.

Section 2.02  Investment of Surplus Funds in the Utility Money Pool.

Funds not required for the Utility Money Pool loans (with the exception of
funds required to satisfy the Utility Money Pool's liquidity requirements) will ordinarily
be invested in one or more short-term investments, including (i) interest-bearing accounts
with banks; (ii) obligations issued or guaranteed by the U.S. government and/or its
agencies and instrumentalities, including obligations under repurchase agreements; (iii)
obligations issued or guaranteed by any state or political subdivision thereof, provided
that such obligations are rated not less than A by a nationally recognized rating agency;
(iv) commercial paper rated not less than A-1 by S&P or P-1 by Moody's, or their
equivalent by a nationally recognized rating agency; (v) money market funds; (vi) bank
certificates of deposit; (vii) Eurodollar funds; and (viii)} such other investments as are
permitted by Section 9(c) of the Act and Rule 40 thereunder, but only if also permitted by
either applicable rule or order by each state commission having jurisdiction over such
investments or by applicable statutes of each such state.

Section 2.03  Allocation of Interest Income and Investment Earnings.

The interest income and other investment income earned by the Utility
Money Pool on loans and investment of surplus funds will be allocated among the Parties



in accordance with the proportion each Party's contribution of funds in the Utility Money
Pool bears to the total amount of funds in the Utility Money Pool and the cost of any
External Funds provided to the Utility Money Pool by such Party. Interest and other
investment earnings will be computed on a daily basis and settled once per month,

Section 2.04 Event of Default,

If any Subsidiary shall generally not pay its debts as such debts become
due, or shall admit in writing its inability to pay its debts generally, or shall make a
general assignment for the benefit of creditors, or any proceeding shall be instituted by or
against any Party seeking to adjudicate it bankrupt or insolvent, then Exelon Service, on
behalf of the Utility Money Pool, may, by notice to the Subsidiary, terminate the Utility
Money Pool's commitment to the Subsidiary and/or declare the principal amount then
outstanding of, and the accrued interest on, the loans and all other amounts payable to the
Utility Money Pool by the Subsidiary hereunder to be forthwith due and payable,
whereupon such amounts shall be immediately due and payable without presentment,
demand, protest or other formalities of any kind, all of which are hereby expressly
waived by each Subsidiary.

ARTICLE 1II
MISCELLANEOUS

Section 3.01 Amendments.

Any such amendment to this Agreement shall be adopted in a writing
executed by Parties and subject to all applicable approvals by the SEC and the applicable
state utility regulatory commission.

Section 3.02 Legal Responsibility.

Nothing herein contained shall render any Party liable for the obligations
of any other Party hereunder and the rights, obligations and liabilities of the Parties are
several in accordance with their respective obligations, and not joint.

Section 3.03  Rules for Implementation.

The Parties may develop a set of guidelines for implementing the
provisions of this Agreement, provided that the guidelines are consistent with all of the
provisions of this Agreement.

Section 3.04 Governing Law.

This Agreement shall be governed by and construed in accordance with,
the laws of the Commonwealth of Pennsylvania.



Section 3.05 Counterparts.

This Agreement may be executed by the Parties hereto individually or in
any combination, in one or more counterparts, each of which shall be deemed an original
and all of which shall together constitute one and the same instrument.

IN WITNESS WHEREOQF, this Agreement has been duly executed and
delivered by the duly authorized officer of each Party hereto as of the date first above
written.

Exelon Electric & Gas Corporation
By:

Name:
Title:

Exelon Business Services Company

By:

Name:
Title:

PECO Energy Company

By:

Name:
Title:

Commonwealth Edison Company

By:

Name:
Title:

Exelon Generation Company, LLC

By:

Name:
Title:

Commonwealth Edison Company of
Indiana, Inc.

By:

Name:



Title:

Public Service Electric and Gas Company

By:

Name:
Title;
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LETTERHEAD OF NEW JERSEY BOARD OF PUBLIC UTILITIES

Catherine A. Fisher

Assistant Director

Office of Public Utility Regulation
Securities and Exchange Commission
450 Fifth Street, N.W.

Washington, D.C. 20549

Re:  Form U-1 Application Exelon Corporation
SEC File No. 70-

Dear Ms. Fisher:

We are writing in connection with the merger (the “Merger”) of Exelon Corporation
(“Exelon™), a registered holding company under the Public Utility Holding Company Act of
1935 (the “1935 Act”), and Public Service Enterprise Group (“PSEG”). The Board of Public
Utilities has jurisdiction over Public Service Electric and Gas Company (“PSE&G™), a
subsidiary of PSEG that will become a wholly-owned indirect subsidiary of Exelon as a result of
the proposed Merger.

We have been advised that, as a registered holding company, Exelon is subject to certain
restrictions under the 1935 Act and the rules thereunder concerning investments in exempt
wholesale generators (“EWGs”) and foreign utility companies (“FUCOs”). Under its current
authorization, Exelon’s “aggregate investment” in EWGs and FUCOs, as defined in Rule 53
under the 1935 Act, is limited to $4 billion. In order to accommodate: (i) the existing Exelon
investments in EWGs and the existing PSEG investments in EWGs and FUCQOs, (ii) the effects
of accounting for the Merger, and (iii} certain proposed additional investments in EWGs and
FUCOs, Exelon has informed the BPU that it is seeking an increase in its SEC authorization to
$7 billion to ensure that the merged entity will not be in violation of SEC rules upon Merger
closing, and will have some flexibility going forward.

We understand that the SEC requires input from affected state commissions in
considering requests for such increased authorization. Specifically, Exelon has asked that this
Commission express its views regarding a possible $7 billion post-Merger aggregate investment
by Exelon in EWGs and FUCOs. Exelon has informed the BPU that such $7 billion is an
aggregate limit, not an incremental approval over the existing investments.

In response to such request, the BPU informs the SEC that, in respect of the proposed §7
billion aggregate investment by Exelon in EWGs and FUCOs, the BPU has the authority and
resources to protect the ratepayers of PSE&G subject to its jurisdiction and that it intends to
gxercise its authority to protect PSE&G and the ratepayers of PSE&G.

Please contact the undersigned if you have any questions concerning the foregoing.

Very truly yours,

DCO01:408330.1
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PRO FORMA FINANCIAL INFORMATION

T - ~ = PUBLIC SERVICE ELECTRIC AND GAS COMPANY T T
UNAUDITED PRO FORMA CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS

The following Unaudited Pro Forma Condensed Consolidated Financial Statements are based on the historical consolidated
financial statements of Public Service Electric and Gas Company (PSE&G) after giving effect to the merger using the purchase
method of accounting with Exelon treated as the acquirer.

As described in the accompanying notes, Exelon’s cost to acquire PSE&G will be allocated to .the net tangible and
identifiable intangible assets acquired and liabilities assumed based upon their estimated fair values as of the compietion of the
merger, which is currently expected to occur in the first half of 2006. The excess of purchase price over the preliminary estimated
fair values of the net asseis acquired and liabilities assumed is classified as goodwill in the accompanying Unaudited Pro Forma
Condensed Consolidated Balance Sheet. PSE&G may record some level of additional amortizable intangible assets not yet
identified or recorded in these pro forma financial statements. The purchase method of accounting applied to the merger is based on
current accounting literature, which may be amended prior to the completion of the merger and could materially impact the
allocation of purchase price.

The Unaudited Pro Forma Condensed Consolidated Balance Sheet includes estimates of potential adjustments for events

that are:
. directly attributable to the merger;
. Tactually supportable; and
. with respect to the statements of operations, expected to have a continuing impact on the combined company’s

results.

No Unaudited Pro Forma Condensed Consolidated Statement of Operations is required as there are no entries required to
affect the merger that have any impact on the statement of operations.

These preliminary adjustments are based on Exelon’s and PSE&G’s managements’ current estimates and are subject to
change pending additional information that may come to their knowledge and as decisions are made with respect to the corporate
restructuring. The actual adjusiments recorded in purchase accounting will be based on final valuations as determined by
management and independent third parties and may differ materially from the preliminary amounts recorded in the Unaudited Pro
Forma Condensed Consolidated Balance Sheet.

The historical financial information of PSE&G as of September 30, 2004 is unaudited.
You should read the Unaudited Pro Forma Condensed Consolidated Balance Sheet in conjunction with the:
. accompanying Notes to Unaudited Pro Forma Condensed Consolidated Financial Statements; and

. separate unaudited historical financial statements of PSE&G as of September 30, 2004, included in PSE&G’s
respective Quarterly Reports on Form 10-Q for the nine-month period ended September 30, 2004.

These Unaudited Pro Forma Condensed Consolidated Balance Sheet is presented for illustrative purposes only and
is not necessarily indicative of what the combined company’s financial position actnally would have been had the merger
been completed on the date indicated. In addition, the Unaudited Pro Forma Condensed Consolidated Balance Sheet does
not purport toe project the futore financial position of the combined company.
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PUBLIC SERVICE ELECTRIC AND GAS COMPANY
UNAUDITED PRO FORMA CONDENSED CONSOLIDATED
- i o e s —BATANCE-SHEET - T T T T e e e
As of September 30, 2004
(in millions)
(2)
PEE&G Pro
Historicat Forma PSE&G
L _ o .. .. (unaudited) . Adjustment .. . Pro Forma .

ASSETS
Cash and cash equivalents L s - 3 65
Restricted cash and investments 103 - 103
Accounts receivable, net 710 - o
Unbilled revenues 144 - 144
Materials and supplies 50 - 50
Prepayments 147 - 147
Other 15 - 15

TOTAL CURRENT ASSETS 1,234 - 1,234
Property, plant and equipment, net 6,614 - 6,614
Regulatory assets 4,726 47 (d) 5,073
Goodwill - 4036 (b) 4,036
Other special funds 251 291
Invesiments 137 - 137
Other 133 7 (o) 870

TOTAL ASSETS $13,135 85,120 § 18255

LIARILITIES AND SHAREHQOLDERS' EQUITY
Commercial paper and loans $ 285 s - $ 285
Long-term debt due within one year 362 35 (@ 417
Accounts payable 252 - 252
Accounts payable affiliated companies, net 207 - 207
Accrued interest 88 - 88
Clean Energy Program 14 - 14 .
Other 202 - 202

TOTAL CURRENT LIABILITIES 1,410 55 1,465
Noncurrent ligbilities: .
Deferred income taxes and investment tax credits 2,655 (446) (D 2209
Pension and postretirement benefit obligations 527 L1199 {e) 1,646
Regulatory liabilities 516 737 {(e) 1,253
Other 394 - 394

TOTAL NONCURRENT LIABILITIES 4,092 1,410 5,502
Commitments and contingencies
Capitalization:
Long-term debl 2,936 117 (d) 3,053
Securitization debt 1,980 175 (d) 2,155

TOTAL LONG-TERM DEBT 4,916 262 5,208
Minority interest of consolidated subsidiaries - - -
Preferred securities of subsidiaries 80 - 80
SHAREHOLDERS’ EQUITY
Common stock 892 6,000 (b) 6,000

(892} (g

Contributed Capital 170 1m0 @ -
Basis Adjustment 986 (986 (g) -
Retained eamings 592 (592) (g} -
Accumuiated other comprehensive loss (3) 3 @ -

TOTAL SHAREHOLDERS® EQUITY 2,637 3363 6,000

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $13,135 $5,120 $ 18255

See accompanying Notes to Unaudited Pro Forma Condensed Consolidated Balance Sheet,

which are an integral part of these statements.
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PUBLIC SERVICE ELECTRIC AND GAS COMPANY
NOTES TO UNAUDITED PRO FORMA CONDENSED

A m e s imen b et ol o e s n e e e -NFCONSOL”DATED”‘BKL_A-.NCE_SHEET it de s e memmmmen mpe e Crmenmmn e mreaema s e eam o ream + aia e s e e

PSE&G Historical Presentation — Certain reclassifications have been made to PSE&G's historical presentation in order to
conform to Exelon’s historical presentation.

Goodwill — The total estimated purchase price of the merger, based on the average per share price of Exelon common stock
during the two trading days before and the two trading days after December 20, 2004, the date the merger was announced,
was first calculated at the Exelon parent company level. Because separate independent third-party valuations of the
individual business units comprising PSEG were not obtained, in order to reflect the impact of the merger at the PSE&G
level, Exelon and PSEG management allocated the total purchase price of PSEG equally to PSE&G and to PSEG's
unregulated generation business. Accordingly, $6,000 million of the total purchase price was allocated to PSE&G. This
allocation of purchase price could change, potentially materially, when separate independent third-party valuations of the
individual business units are obtained and could materially impact the amount of goodwill recorded at PSE&G. The excess of
estimated purchase price over the book values of the assets acquired and liabilities assumed is as follows (§ in millions):

Total estimated purchase price allocated to PSE&G $ 6,000
Less: Book value of PSE&QG assets acquired and liabilities assumed {2,631
Excess of estimated purchese price over net book value of assets acquired b 3,363

Under the purchase method of accounting, the total estimated purchase price, as shown in the table above, is allocated to
PSE&G’s net tangible and identifiable intangible assets acquired and liabilities assumed based on their estimated fair values
as of September 30, 2004. The fair value of these assets and Habilities and the allocation of purchase price are preliminary
and are subject to change pending additional information that may come to our knowledge and restructuring decisions made
upon completion of the merger. The purchase method of accounting applied to the merger is based on current accounting
literature, which may be amended prior to the completion of the merger and could materially impact the allocation of
purchase price. Additionally, the amount of total purchase price allocated to PSE&G may change, potentially matenally The
preliminary adjustments to the assets acquired and lizbilities assumed are as follows (§ in millions):

Excess of purchase price over net book value of assets acquired b 3,363
Adjustments to goodwill related io;

Pension and post-retirement benefit obligations 1,119
Deferred tax liabilities (446)
Total adjustments 673
Total adjustment to goodwill $ 4,036

Pursuant to Statement of Financial Accounting Standards (SFAS) No, 142, “Goodwill and Other Intangible Assets,” goodwill
is not amortized; rather, impairment tests are performed at least annually, or more frequently if circumstances indicate an
impairment may have occurred. If an impairment exists, the goodwill is immediately written down to its fair value through a
current charge to earnings. Accordingly, the goodwill arising from the merger will be subject to an 1mpa:rment test at least
annually.

Power Purchase Contracts — Represents the pro forma adjustment of $737 millien required to record PSE&G’s power
purchase contracts at estimated fair market value, which are accounted for as “normal purchase, normal sale” transactions
under SFAS No. 133, “Accounting for Derivative Instruments and Hedging Activities.” This adjustment was recorded to
both other long-term assets and regulatory liabilities,

This adjustment was determined based on market information, if available, as well as Exelon’s and PSE&G's managements’
view of the forward market curves for energy prices. This adjustment could be materially affected by changes in market
prices of power, the forward price curves for the underlying commodities and changes in contract terms,
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(d)  Debt - Represents the pro forma adjustment of $347 million required to record PSE&G’s third-party debt at estimated fair

- -~ - - —market value.-Based on'the nature-of the underlying-debt instruments this-adjustment was offset by asanincreasgto—— -~ "~ "
regulatory assets. The final fair value determination will be based on prevailing market interest rates at the completion of the

merger. Additionally, this adjustment could be materially affected by the rate structure of PSE&G upon completion of the

merger.

(¢)  Pension and Postretirement Benefjt Obligations — Represents the pro forma adjustments of $634 million and $485 million
required to record PSE&G’s allocated portion of the pension and postretirement benefit obligations, respectively, to reflect
the elimination of intangible assets, previously deferred gains and losses, prior service cost and transition obligations; the fair
value of the projected benefit obligation discounted at market rates in effect at September 30, 2004 (6%); and the market
value of plan assets at September 30, 2004 for the funded plans.

The final fair value determination and allocation of the pension and postretirement benefit obligations may differ materially,
largely due to potential changes in discount rates, return on plan assets up to the date of completion of the merger and the
conforming of certain Exelon and PSE&G assumptions surrounding the determination of these obligations. Additionally, this
adjustment could be materially affected by the rate structure of PSE&G upon completion of the merger.

()  Deferred Income Taxes — The non-current deferred tax asset represents the estimated impact on the allocation of purchase
price to non-current liabilities. This estimate is based on the estimated prospective statutory tax rate of 40% for the combined
company and could change based on changes in the applicable tax rates and finalization of the combined company’s tax
position,

(g)  Shareholders’ Equity / Accumulated Other Comprehensive Loss — Represents pro forma adjustments to eliminate the

‘historical sharehalders’ equity of PSE&G and the allocation of purchase price in connection with the merger.
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" CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

OPERATING REVENUES ...............04,
OPERATING EXPENSES
Energy Costs ..., cciiiianiiiiiiiiiniirnnns
Operation and Maintenance ...............
Depreciation and Amortization............
Taxes Other Than Income Taxes..........

Total Operating Bxpenses.............

OPERATING INCOME .........ovceienennnn.
Other Income ............ v aearesariranas
Other Deductions ........oovvviiovuaonn...
Interest EXPENSE . ..vveieiirnnrienneeeenns

INCOME BEFORE INCOME TAXES AND

EXTRAORDINARY ITEM.................
Income Tax Expense ................... ...
INCOME BEFORE EXTRAORDINARY
i I
Extraordinaty Item, net of tax benefit of
$12 for 2003 ... ori e

NET INCOME ... ..o iinininnenns

Preferred Stock Dividends .....................

BARNINGS AVAILABLE TO PUBLIC

SERVICE ENTERPRISE GROUP
INCORPORATED .......ovvivniiiiinieannns

For the Quarters Ended

For the Nine Months Ended

September 30, September 30,
2004 2003 2004 2003
(Millions)
(Unaopdited)

$1,636 $1,530 $5,236 $5,020
960 915 3,203 3,341
261 263 797 773
140 121 393 250
30 29 103 101
1,391 1,328 4,456 4,465
245 202 740 555
4 1 10 14
— — (1} ¢))
(86) (96) (273) (290)
163 107 476 278
{ 70) !38) 195 ( 86)

_ 93 €9 281 192
_ = —— i (18
93 69 281 174
o __O _® 3
3 92 § 68 3 278 $ 171

See disclosures regarding Public Service Electric and Gas Company included
in the Notes to Condensed Consolidated Financial Statements.
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PRO FORMA FINANCIAL INFORMATION
EXELON
UNAUDITED PRO FORMA CONDENSED COMBINED
CONSOLIDATED FINANCIAL STATEMENTS

The following Unaudited Pro Forma Condensed Combined Consolidated Financial Statements are based on
the historical consolidated financial statements of Exelon and PSEG after giving effect to:

° the merger using the purchase method of accounting with Exelon treated as the acquirer; and
o Exelon’s 2004 disposition of Boston Generating, LLC, a previously indirect wholly-owned
subsidiary.

As described in the accompanying notes, Exelon’s cost to acquire PSEG will be allocated to the net
tangible and identifiable intangible assets acquired and liabilities assumed based upon their estimated fair values as
of the completion of the merger, which is currently expected to occur in the first half of 2006. The excess of
purchase price, including estimated fees and expenses related to the merger incurred by Exelon, over the preliminary
estimated fair values of the net assets acquired and liabilities assumed is classified as goodwill in the accompanying
Unaudited Pro Forma Condensed Combined Consolidated Balance Sheet. - Exelon may record some additional level
of amortizable intangible assets not yet identified or recorded in these pro forma financial statements. The purchase
method of accounting applied to the merger is based on current accounting literature, which may be amended prior
to the completion of the merger and could materially impact the allocation of purchase price.

The Unaudited Pro Forma Condensed Combined Consolidated Statements of Operations give effect to the
merger as though it oceurred on January 1, 2003, The Unaudited Pro Forma Condensed Combined Consolidated
Balance Sheet gives effect to the merger as though it occurred on September 30, 2004,

The Unaudited Pro Forma Condensed Combined Consolidated Financial Statements include estimates of
potential adjustments for events that are:

° directly attributable to the merger;
. factially supportable; and
. with respect to the statements of operations, expected to have a continuing impact on the

combined company’s results.

These preliminary adjustments are based on Exelon’s and PSEG’s managements’ current estimates and are
subject to change pending additional information that may come to their knowledge and as decisions are made with
respect to the corporate restructuring described under “The Merger — Corporate Restructuring.” The actual
adjustments recorded in purchase accounting will be based on final valuations as determined by management and
independent third parties and may differ materially from the preliminary amounts recorded in the Unaudited Pro
Forma Condensed Combined Consolidated Financial Statements.

The bistorical financial information of Exelon and PSEG as of and for the nine months ended September
30, 2004 is unaudited. The historical financial information of Exelon and PSEG for the year ended December 31,
2003 is derived from the audited financial statements of Exelon and PSEG, respectively, but does not include all
disclosures required by accounting principles generally accepted in the United States (GAAP).

You should read these Unaudited Pro Forma Condensed Combined Consolidated Financial Statements in
conjunction with the:

. accompanying Notes to Unaudited Pro Forma Condensed Combined Consolidated Financial
Statements;
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. separate unaudited historical financial statements of Exelon and PSEG as of and for the nine

=~ months-ended September-30; 2004; included-in Exelon’s and PSEG s respective Quarterly Reports~—- -~

on Form 10-Q for the nine-month period ended September 30, 2004, which are incorporated by
reference into this joint proxy statement/prospectus; and

. separate historical financial statements of Exelon and PSEG as of and for the year ended
December 31, 2003, included in Exelon's and PSEG’s respective Annual Repotts on Form 10-K
for the year ended December 31, 2003, which are incorporated by reference into this joint proxy
statement/prospectus.

These Unaudited Pro Forma Condensed Combined Consolidated Financial Statements are presented
for illustrative purposes only and are not necessarily indicative of what the combined company’s firancial
position or operating results actually would have been had the merger been-completed on the dates indicated.
In addition, the Unaudited Pro Forma Condensed Combined Consolidated Financial Statements do not
purport to project the future financial position or operating results of the combined company.
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EXELON
UNAUDITED PRO FORMA-CONDENSED COMBINED CONSOLIDATED - -~ -
STATEMENT OF OPERATIONS
For the Nine Months Ended September 30, 2004
(in millions, except per share data)
)
Pro Forma (a)
Exelon Adjustment PSEG
Historical for Boston  Exelonas  Historical Pro Forma Exelon
(unaudited)  Generation  Adjusted  (unaudited). Adjustments Pro Forma
OPERATING REVENUES $ 11,137 S (248) $10,889 $ 8258 0§ 156 (o) $ 19,397
: an ©
127 ()
(22) @
OPERATING EXPENSES
Purchased povrer and fuel 3,888 222) 3,666 4,495 (44) (c) 8,115
@ M
Operating and maintenance 2,921 57 2,864 1,614 17 @ 4,495
Depreciation and amortization 980 4 976 534 69 (e} 1,579
Taxes other than income taxes 556 (%) 547 103 - 650
TOTAL OPERATING EXPENSES 2,345 299) 8,053 6,746 40 14,839
OPERATING INCOME 2,792 44 2,836 1,512 210 4.558
Other income and deductions
Interest expense (689) 5 (684) (650) 84 D (1,250)
Distributions on preferred securities of subsidiaries %)) - (&)} 3) - {6)
Equity in eamings of unconsolidated affiliates ] - an 92 $) @ (19)
Other, net 121 (50) 31 90 - 121
TOTAL QTHER INCOME AND DEDUCTIONS {668) (85) (753) {471) 79 {1,145)
INCOME (LOSS) BEFORE INCOME TAXES AND .
MINQRITY INTEREST 2,124 (41) 2,083 1,041 289 31413
Income iax provision {(benefit) 656 [§k))] 639 404 158 (h) 1,266
65 (0
Minority interest income {expense), net of tax . 10 - 10 3 - 7
INCOME (LOSS) FROM CONTINUING OPERATIONS § 1478 § (24) % 1454 $ 634 § 66 3 2,154
Basic 660 237 950 (k)
Diluted 668 238 962 (k)
Inc a inuing operations:
Basic $2.24 52.68 $2.27
Diluted 2.1 $2.67 32.24

See accompanying Notes to Unaudited Pro Forma Condensed Combined Consolidated Statement of Operations,

which are an integral part of these statements.
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- o mh e virm v ——— v e e s = EXELON FETI— - e r e ow e T
UNAUDITED PRO FORMA CONDENSED COMBINED CONSOLIDATED
STATEMENT OF OPERATIONS
For the Year Ended December 31, 2003
(in millions, except per share data)
()
Pro Forma
Adjustment (a) Exelon
Extion for Boston Exelon as PSEG - Pro Forma Pro
Historical Generation Adjusted Historical Adjustments Forme
OPERATING REVENULS £ 15812 § (61B)  $15,194 $11L,118 $ 388 (o) 326,847
(14} (e
139 (h)
26} (i)
OPERATING EXPENSES
Purchased power and fucl 6,375 (533) 5,842 6,368 (140) (c) 12,030
(#0) @
Asset impairment 945 (945) - - - -
Operating and maintenance 4,508 (87} 4,421 2,120 22 (d} 6,363
Depreciation and amortization 1,126 (16) 1,110 527 93 (e) 1,730
Taxes other than income taxes 581 - 581 136 - . 717
TOTAL OPERATING EXPENSES 13,535 (1,581) 11,954 9,151 (65) 21,040
OPERATING INCOME - 2277 963 3240 1965 602 5,807
Other income and deductions
Interest expense . (881) 17 (864) (836) 193 () (1,507)
Distributions on preferred securities of subsidiaries (9 - (39) 4) - (43)
Equity in earnings of unconsolidated affiliates 33 - 13 114 N @ 140
Cther, net (261) - (261) 20 - {171y
TOTAL OTHER INCOME AND DEDUCTIONS {1,148) 17 (L,131) (636} 186 (1,581)
INCOME BEFORE INCOME TAXES AND MINORITY
INTEREST 1,129 980 2,109 1,329 788 4,226
Income tax provision 331 127 458 464 235 (M) 1,396
2312 ()

Minority interest Income (expense), net of tax (5) - 5) 13 - (18)
INCOME FROM CONTINUING OPERATIONS $ 793 £ 853 § 1646 § 852 $ 314 § 2812
Weighted ;ﬂ:rage shares of common stock cufstanding; .

Basic 651 228 931 (k)
Diluted 657 229 940 (k)
Income per nting iong: : :

Basic $1.22 3173 $3.02
Diluted $111 2 32.99

See accompanying Notes to Unaudited Pro Forma Condensed Combined Consolidated Statement of Operations,
which are an integral part of these statements.



(a)

(®

(©

@

(e)

®

(&

()

EXHIBIT JP-11
Page 10 of 17

EXELON

e e - NOTES TO-UNAUDITED PRO FORMA-CONDENSED -~~~ - = === = — e o s i

COMBINED CONSOLIDATED STATEMENT OF OPERATIONS

PSEG Historical Presentation — Certain reclassifications have been made to PSEG’s historical presentation in

order to conform to Exelon’s historical presentation. These adjustments had no impact on the historical net
income reported by PSEG.

Boston Generating, LLC — Amounts represent the pro forma adjustments required to eliminate the historical
results of operations of Boston Generating, LLC, a previously indirect wholly-owned subsidiary, from
Exelon’s historical results of operations. The disposition of this business met the significance test under SEC
Regulation S-X, Article 3, Rule 3-03; accordingly, the pro forma financial information previously filed on
Form 8-K on June 9, 2004 is included as an adjustment to these unaudited pro forma condensed combined
consolidated financial statements.

Operating Revenues and Purchased Power and Fuel — Represents the pro forma adjustments required to
reflect the net incremental operating revenue and net reduction in fuel expense resulting from the
amortization of the fair valuation adjustment related to PSEG’s power supply and fuel contracts (see balance
sheet note (j)), as well as the reduction in operating revenue related to increased amortization of fuel supply
contracts associated with PSEG’s Global business.

Operating and Maintenance Expense — Represents the pro forma adjustment required to reflect additional
accretion expense arising from the fair valuation of PSEG’s asset retirement obligations related to its nuclear
generating facilities (see balance sheet note (h)).

Depreciation and Amortization Expense - Represents the pro forma adjustment required to reflect the net
incremental depreciation and amortization expense resulting from the fair valuation of power generating
assets, nuclear fuel and consolidated global generating assets, detailed as follows {$ in millions):

Adjustment for the Adjustment for the
nine-months ended year ended
Description September 30, December 31,
2004 2003
Power generating assets (see bafance sheet note (€)}.....vocoerverenneenn. $75 599
Nuclear fue] and related intangible (see balance sheet note (d))....... 9 13
Consolidated globa! generating assets (see balance sheet note (g))... (15) (19N
Taotal $69 $93

Juterest Expense — Represents the pro forma adjustment to interest expense resulting from the fair valuation
of PSEG’s third-party debt (see balance sheet note (g)). The final fair value determination of the debt will be
based on prevailing market interest rates at the completion of the merger and the necessary adjustment will be
amortized as a reduction (in the case of a premium to book value) or an increase (in the case of a discount to
book value) to interest expense over the remaining life of the individual debt issves.

Equity in Earnings of Unconsolidated Affiliates — Represents the pro forma adjustment required to reflect a
net decrease in equity in earnings of unconsolidated investments resulting from the fair value adjustment of

the basis of PSEG’s equity investments in domestic and foreign entities, joint ventures and partnerships (see
balance sheet note (e)) and the related decrease in equity earnings that would have been recorded by PSEG
had the basis difference in the investment been amortized.

Operating Revenues and Income Tax Provision — Represents the pro forma adjustment of $127 million for the
nine months ended September 30, 2004 and $189 million for the year ended December 31, 2003 required to
increase operating revenues resulting from the fair valuation of PSEG’s investments in leveraged leases (see
balance sheet note (f)). Adjustment also reflects a related increase in the provision for income taxes of $158
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million for the nine months ended September 30, 2004 and $235 million for the year ended December 31,

«- =+ -+ -2003:~The-amountsdetérmined-in this adjustment were based on the provisions of FASB-Financial- - -~~~ -+ =~ = = oo

Interpretation No, 21, “Accounting for Leases in a Business Combination.”

(i)  Intercompany Transactions — Represents the pro forma adjustments required to eliminate transactions
between Exelon and PSEG included in each company’s historical financial statements. The underlying
amounts in these adjustments relate primarily to purchases and sales of energy between the parties,

(7 Income Tax Provision —~ Represents the pro forma tax effect of the above adjustments, exclusive of the tax
effect described in note (h), determined based on an estimated praspective statutory tax rate of 40% for the
combined company. This estimate could change based on changes in the applicable tax rates and finalization
of the combined company’s tax position,

(k) Shares Qutstanding — The pro forma weighted average number of basic shares outstanding is calculated by
adding Exelon’s weighted average number of basic shares of common stock outstanding for the nine months
ended September 30, 2004 or the year ended December 31, 2003, as applicable, and PSEG’s weighted
average number of basic shares of common stock outstanding for those same periods multiplied by the
exchange ratio of 1.225. The pro forma weighted average number of diluted shares cutstanding is calculated
by adding Exelon’s weighted average number of diluted shares of common stock outstanding for the nine
months ended September 30, 2004 or the year ended December 31, 2003, as applicable, and PSEG’s weighted
average number of diluted shares of common stock outstanding for those same periods as well as the
estimated number of outstanding PSEG options expected to be converted to Exelon shares, using the Treasury
stock method, as of the close of the merger, both multiplied by the exchange ratio of 1.225. The following
table illustrates these computations (in millions):

For the Vear
For the Nine Months Ended Ended
Description September 30, 2004 December 31, 2003
Basic:
Exelon weighted average common shares..........oeene 660.4 651.3
PSEG weighted average common shares.........evveeees 236.7 228.2
Exchange ratio..........comeermermnsnen 1,225 1,225
289.9 279.5
Pro forma weighted average common shares ............. 2303 930.8
Diluted:
Exelon weighted average common shares.........c........ 667.5 657.3
PSEG weighted average common shares........o.oceuvennes 237.9 228.8
Estimated conversion of PSEG options 2.1 21
EXChange rati ... sieersemmienmecsismsssniniessserasserssevnss 1.225 1.225
294.0 2829
Pro forma weighted average diluted shares................ 9613 240.2
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EXELON '
s e e - ~TINAUDITED PRO FORMA-CONDENSED-COMBINED-CONSOLIDATED - = nevee <omve B
BALANCE SHEET
As of September 30, 2004
{in millions)
(@
Exelon PSEG . Pra
Historical Historicat Forma Exelon
(vnandited) (onaudited) Adjustments Pro Forma
ASSETS
Cash and cash squivalents $ 5k4 $ 316 £ @ O $ 801
Restricted cash and investments 166 162 - 328
Acecounts receivable, net 2,027 1,523 22y (O 3,528
Mark-to-market derivative assets 403 179 45y O 537
Inventories 517 944 13 1,474
Deferred income taxes 49 i5 115 (k) 179
Other 308 327 @0 595
TOTAL CURRENT ASSETS 4,054 3,466 12 7.532
Property, plant and cquipment, net 20,724 13,487 2,061 (o) 35,662
29 (@)
(639) (e)
Regulatory assels ' 4,931 4,726 (@ 10,004
Nuclear decommissioning trust funds 4,943 1,011 - 5,954
Investments 895 4,440 (39 () 5,501
185 (D
Goodwill ) 4,707 498 7,907 (b) 13,112
Mark-to-market derivative assets 432 41 s O 457
Deferred debits and other assets . 1,373 379 280 (o) 2,643
63 (d)
77T
(179 i
. ) ‘ ; gy
TOTAL ASSETS : $42,050 328,048 510,758 ¥ 80865

See accompanying Notes to Unaudited Pro Forma Condensed Combined Consolidated Statement of Operations,

which are an integral part of these statements.
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s s m e e v UNAUDITED-PRO FORMA-CONDENSED-COMBINED CONSOLIDATED - -

®)
Exelon PSEG Fro
Historical Historical Forma Exelon
(unaudited) {unaudited) Adjustments Pro Forma
LIABILITIES AND SHAREHOLDERS® EQUITY
Commercial paper $ s $ 660 5 - $ 985
Long-term debt due within one year 1| 442 55 ® 1,681
193 (g
Accorits payable 1,136 913 9 o 2,010
Mark-to-market derivative liabilities 655 437 O] 1,085
Accrued expenses 1,097 424 41 ) 1,562
Other 301 457 (18 () 740
TOTAL CURRENT LIABILITIES 4,505 3,333 225 8,063
Lang-term debt 12,756 12,996 292 (g) 26,665
621 (g
Deferred credits and ather lighilities:
Deferred income taxes 4,735 4,103 (560) (k) 8,278
Unamortized investment tax credits 278 64 - 342
Asset retirement obligations 3473 303 548 (h) 4,324
Pension and postretirement benefit obligations 2,463 140 967 (1) 4,152
&2 ()
Spent nuclear fuel abligation 875 - - 875
Regulatory liabilities 2,009 516 737 @ 3,262
Mark-to-market derivative liabilities 391 283 “n 627
Otiner 838 659 512 () 1,368
(1m1) ()
(1 QO
TOTAL DEFERRED CREDITS AND OTHER LIABILITIES 15112 6,068 2,548 23,728
Minority interest of consolidated subsidiaries 33 - - 53
Preferred securities of subsidinries 87 80 - 167
SHAREHOLDERS® EQUITY
Common stack 7,532 4,549 (4,549) (m) 20,161
12,629 (b)
Treasury stock, at cost (75) (978) 978 (m) (75)
Retained eamings 3,256 2,469 (2,469) (m) 3,248
@ ©
Accumulated other comprehensive loss (1,167 (469) 469 (m) {1,145)
22 M
TOTAL SHAREHOLDERS® EQUITY 9,546 5,571 7,072 22,189
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $42,059 $28,048 $10,758 § 80,365

See accompanying Notes to Unaudited Pro Forma Condensed Combined Consolidated Balance Sheet,
which are an integral part of these statements,
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EXELON

<o o NOTES-TO-UNAUDITED-PRO FORMA-GONDENSED- - - o= vis oo s smie s = oo e

COMBINED CONSOLIDATED BALANCE SHEET

PSEG Historical Presentation — Certain reclassifications have been made to PSEG’s historical presentation in
order to conform to Exelon’s historical presentation.

Goodwill — The estimated total purchase price of the merger, based on the average per share price of Exelon
common stock during the two trading days before and the two trading days after December 20, 2004, the date
the merger was announced, and the excess of purchase price over the book values of the assets acquired and
liabilities assumed is as foilows ($ in millions):

Value of Exelon common stock issued 3 12,516
Value of PSEG options assumed 113
Total estimated purchase price 12,629
Less: Book value of PSEG assets acquired and liabilities assumed (5,571
Excess of purchase price over net book value of assets acquired 5 7,058

Under the purchase methad of accounting, the total estimated purchase price, as shown in the table above, is
allocated to PSEG’s net tangible and identifiable intangible assets acquired and liabilities assumed based on
their estimated fair values as of September 30, 2004, The fair value of these assets and liabilities is
preliminary and is subject to change pending additional information that may come to our knowledge and
restructuring decisions made upon completion of the merger. Additionally, the purchase method of
accounting applied to the merger is based on current accounting literature, which may be amended prior to the
completion of the merger and could materially impact the allocation of purchase price. The preliminary
adjustments to the assets acquired and liabilities assumed are as follows (3 in millions}:

Excess of purchase price over net book value of assets acquired 3 7,058
Adjustments to goodwill related to:

Property, plant and equipment, net (1,451)
Investments (166)
Deferred tax assets (115)
Other assets (exclusive of intercompany transactions) (323)
Pension and postretirement benefit obligations 1,549
Long-term debt 314
Asset retirement obligation 548
Power sale contracts 512
Deferred tax liabilities (560)
Other liabilities {exclusive of intercompany transactions) 41
Total adjustrnents 849
Total adjustment to goodwill 3 7,907

Pursuant to Statement of Financial Accounting Standards (SFAS) No. 142, “Goodwill and Other Intangible
Assets,” goodwill is not amortized; rather, impairment tests are performed at least annually, or more
frequently if circumstances indicate an impairment may have occurred, If an impairment exists, the goodwill
is immediately written down to its fair value through a current charge to earnings. Accardingly, the goodwill
arising from the merger will be subject ta an impairment test at least annually. Additionally, this goodwill
will be allocated and “pushed down” to the underlying subsidiaries whose underlying assets and liabilities
give rise to the fair value adjustments.

Power Generating Assets — Represents the pro forma adjustment of $2,061 million required to record PSEG’s

power generating assets at estimated fair market value, comprised of a $3,015 million write-up of PSEG’s
nuclear generating facilities and a ($954) million write-down of PSEG’s fossi! and other facilities. These
adjustments were determined based on Exelon’s and PSEG’s managements® estimates of fair value based on
estimates of cost per kilowatt hour of power.
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-+ == mweee—o - = — -The-preliminary analyses-indicated-fair-value-estimates-of PSEG’snuclear generating facilitiesranging-from- - ~— - -mmo e
approximately $2.1 billion to $3.4 billion. These analyses are significantly affected by assumptions regarding
nuclear plant capacity factors, operating costs and the expected market price for electricity. The $3,015
million adjustment reflects the difference between the highpoint of the range and the $430 million book value
of the nuclear stations as of September 30, 2004, as management believes this to be an appropriate estimate of
the fair value of the underlying assets.

The preliminary analyses indicated fair value estimates of PSEG’s fossil and other facilities ranging from
approximately $2.4 billion to $4.2 billion. The ($954) million adjustment reflects the difference between the
$3.3 billion midpoint of the range and the $4.3 billion book value of the facilities as of September 30, 2004,
as management believes this to be an appropriate estimate of the fair value of the underlying assets.

These adjustments will be depreciated over the estimated remaining useful lives of the underlying assets.

These adjustments could be materially affected by changes in estimates of future capacity factors, operating
costs and the expected market price for electricity at closing of the merger. Independent appraisals are
expected to be completed by the closing of the merger.

(d)  Nuclear Fuel - Represents the pro forma adjustment of $92 million required to record PSEG’s nuclear fuel
supply at estimated fair market value. The adjustment was determined based on nuclear fuel supply contracts
previously entered into by PSEG with terms favorable to current market prices. The adjustment includes fair
value adjustments to the nuclear fuel physically contained in the nuclear reactors as well as to nuclear fuel
supply contracts. Accordingly, $29 million of this adjustment was recorded as an increase to property, plant
and equipment, net for fuel in the reactors and $63 million was recorded as an intangible asset within other
non-current assets for nuclear fuel supply contracts. The intangible asset will be amortized on a straight-line
basis over the terms of the underlying contracts.

(e) PSEG’s Global Business — Represents the pro forma adjustment of ($378) million required to record at fair
value PSEG’s consolidated plant and non-consolidated equity investments in domestic and foreign entities,
joint ventures and partnerships. The adjustment was determined based on an assessment of recent market
comparable purchase and sale transactions for similar investments in the same region or, in the absence of
sufficient recent comparable transactions, Exelon’s and PSEG’'s managements® assessment of the fair value of
the investment after considering all available information that would provide an indicator of fair value.
Additionally, this adjustment considers the anticipated strategy of the combined company to divest in an
orderly fashion of all or a portion of these investments that do not meet the strategic objectives of the
combined company after the close of the merger (see related discussion in “Risk Factors — Risks Related to
the Merger™).

The range of potential adjustment, using both recent market comparable purchase and sale transactions for
similar investments in the same region and discounted cash flow models, was an approximate write-up of
$500 million to an approximate write-down of $1.1 billion. The range of potential adjustment based only on
recent market comparable transactions was an approximate write-down of $300 million to $800 million.
Until independent third-party valuations are received on each of the underlying investments, Exelon and
PSEG have determined the mid-point of the range of recent market comparable transactions to be a
reasonable fair value for purposes of these pro forma financial statements, unless Exelon and PSEG
management concluded that the discounted cash flow models were a more appropriate indicator of fair value.
Of the total adjustment of ($378) million, a ($639) million write-down was recorded to property, plant and
equipment, net (related to property, plant and equipment within these entities that has historically been
consolidated by PSEG), a $280 million write-up was recorded to power sale contracts related to consolidated
property, plant and equipment, net and a net ($19) million write-down was recorded to investments (related to
equity investments in the Global entities).

These adjustments could be materially affected by changes in the economies and palitical and regulatory
structures of the countries in which these investments reside, as well as by changes in interest rates,
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Investments in Leveraped Leases Represcnts the pro forma adjusl:ment of $185 mllhon requ1red to record

PSEG’s leveraged lease partfolio at estimated fair market value, This adjustment was derived using a fair
valuation methodology that considered the present value of the estimated future after-tax cash flows of these
investments from January 1, 2005 onward as a reasonable proxy for the estimated future after-tax cash flows
from October 1, 2004 onward. The present value of the cash flows was determined using interest rates
ranging from 5% to 9% based on the credit quality, lease structure and expected return on individual leases.

Thiz adjustment could be materially affected by changes in interest rates and actual future cash flows
generated by these leases. The fair valvation of the lease portfolio does not reflect the potential exposure
related to the uncertainty of the tax deductibility of rents paid under the lease agreements. See related
discussion in “Risk Factors — Risks Relating to the Business of the Combined Company — The IRS might
successfully challenge certain lease transactions entered into by PSEG, which could have a material adverse
impact on the combined company’s operating results.”

Debt — Represents the pro forma adjustment of $1,161 million required to record PSEG’s third-party debt,
including transiticnal trust notes, at estimated fair market value, Based on the nature of the underlying debt
instruments, $347 million of this adjustment (related to repulated debt at the PSE&G utility, including
securitized debt} was offset by as an increase to regulatory assets and $814 million of this adjustment (related
to unregulated debt) was recorded as an increase to goodwill. The final fair value determination will be based
on prevailing market interest rates at the completion of the merger and the necessary adjustment will be
amortized as a reduction (in the case of a premium to book value) or an increase (in the case of a discount to
book value) to interest expense over the remaining life of the individual debt issues. Additionally, this
adjustment could be materially affected by the rate structure of the PSE&G utility upon completion of the
merger,

Asset Retirement Obligations — Represents the pro forma adjustment of $548 million required to record
PSEG’s asset retirement obligations related to its nuclear generating facilities at estimated fair market value.
The adjustment was determined based on differences between the discount rate and other assumptions used
by Exelon and PSEG. This adjustment could be materially affected by changes in interest rates, updated
nuclear decommissioning cost studies, the timing and amount of actual cash flows, and changes in
management’s assumptions related to nuclear decommissioning.

Pension and Postretirement Benefit Obligations — Represents the pro forma adjustments of $367 million and
$582 million required to record PSEG's pension and postretirement benefit obligations, respectively, to
reflect the elimination of intangible assets, previously deferred gains and losses, prior service cost and
transition obligations; the fair value of the projected benefit obligation discounted at market rates in effect at
September 30, 2004 (6%); and the market value of plan assets at September 30, 2004 for the funded plans.

The final fair value determination of the pension and postretirement benefit obligations may differ materially,
largely due to potential changes in discount rates, return on plan assets up to the date of completion of the
merger and the conforming of certain Exelon and PSEG assumptions surrounding the determination of these
obligations. Additionally, this adjustment could be materially affected by the rate structure of the PSE&G
utility upon completion of the merger.

Power Supply and Fuel Contracts — Represents the pro forma adjustment of $512 iillion required to record at
estimated fair market value PSEG Power LLC’s power supply and fuel contracts, which are accounted for as
“normal purchase, normal sale” transactions under SFAS No. 133, “Accounting for Derivative Instruments
and Hedging Activities,” or other contractual commitments. This adjustment was recorded as an increase to
goodwill. Additionally, 2 $737 million increase was recorded to both other long-term assets and regulatory
liabilities to reflect PSE&G’s power purchase cantracts at their estimated fair vaiue. As a result of the
intercompany transactions between PSE&G and PSEG Power LLC, $179 million of the fair value adjustment
to both intangible assets and intangible liabilities is eliminated in consolidation.

These adjustments will be accreted to earnings based on the remaining lives of the underlying contracts.



()

M

(m)

EXHIBIT JP-11
Page 17 of 17

~~‘Fhese-adjustments-were-determined based on'market information; if available; as well-as-Exelon’s-and -~ - - -+ - - o o

PSEG’s managements’ view of the forward market curves for energy prices. This adjustment could be
materially affected by changes in market prices of power, the forward price curves for the underlying
commodities and changes in contract terms.

Deferred Income Tayes — The current deferred tax asset represents the estimated impact on the allocation of
purchase price to current liabilities. The non-current deferred tax liability represents the estimated impact on
the allocation of purchase price to non-current assets, These estimates are based on the estimated prospective
statutory tax rate of 40% for the combined company and could change based on changes in the applicabie tax
rates and finalization of the combined company’s tax position.

Intercompany Transactions — Represents the pro forma adjustment required to eliminate cash advances,
accounts receivable and payable, inventories and other current and non-current assets and liabilities between
Exelon and PSEG recorded at September 30, 2004 in each company’s historical financial statements. These
amounts relate primarily to purchases and sales of energy between the parties, as well as billings for services
provided by one company to the other in connection with the operation of co-owned nuclear generating
facilities.

Shareholders’ Equity / Accumulated Other Comprehensive Loss — Represents pro forma adjustments to

eliminate the historical shareholders’ equity of PSEG and the issuance of additional Exelon equity in
connection with the merger.



