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CRS Case Number: 00-1784-EL-CRS

Pursuant to Rule 4801:1-24-09 of the Ohio Administrative Code (OAC), Exelon Energy
Company submits its original, notarized Renewal Application for Retail Generation Providers
and Power Marketers in Case No. 00-1784-EL-CRS. Additional copies, as stipulated by the
OAC, will be submitted under a separate FedEx mailing. Exelon Energy Company is also
requesting confidential treatment of Exhibits C-4 “Financial Arrangements” and C-5
“Forecasted Financial Statements” pursuant to Rule 4901:1-1-24 of the Ohio Administrative
Code. Accordingly, a Motion for Protective Treatment and an original with three (3) copies of
Exhibits C-4 and C-5 will be submitted under separate FedEx mailing to the PUCO.

If you have any questions, please do not hesitate to contact me or Craig Williams, Assistant
General Counsel, at 610-765-6802.

Sincerely,

FES

Stephen Bennett

Retail Policy Manager — East/Midwest
Exelon Energy Company

300 Exelon Way

Kennett Square, PA 19348

Direct: (610)765 — 6594

Email: stephen.bennett@ exeloncorp.com
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The Public Utilities Commission of Ohio

RENEWAL APPLICATION FOR RETAIL GENERATION PROVIDERS
AND POWER MARKETERS

Please print or type all required information. Identify all attachments with an exhibit label and
title (Example: Exhibit A-11 Corporate Structure). All attachments should bear the legal name
of the Applicant. Applicants should file completed applications and all related cotrespondence
with the Public Utilities Commission of Ohio, Docketing Division; 180 East Broad Street,
Columbus, Ohio 43215-3793.

This PDF form is designed so that you may input information directly onto the form.
You may also download the form, by saving it to your local disk, for later use.

A. RENEWAL INFORMATION

A-1  Applicant intends to be renewed as: (check all that apply)

[JRetail Generation Provider OPower Broker
ElPower Marketer O Aggregator

A-2  Applicant’s legal name, address, telephone number, PUCO certificate number, and
web site address

Legal Name_Exelon Energy Company

Address 300 Exelon Way, Kennett Square, PA 19348

PUCO Certificate # and Date Certified 00-086(5) October 30, 2008

Telephone #(800) 261-4301 Web site address (if any)_www.exelonenergy.com

A-3  List name, address, telephone number and we b site address under which Applicant
does business in Ohio

Legal Name_Exelon Energy Company
Address 470 Olde Waorthington Rd., Suite 375, Westerville, OH 43082
Telephone #(614) 797-4370  Web site address (if any) www.exelonenergy.com



http://www.exelonenergy.com
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A4

A-5

A-7

A-10

A-11

List all names under which the applicant does business in North America
Exelon Energy Company

Contact person for regulatory or emergency matters

Name Stephen Bennett

Title _Retail Policy Manger - East/Midwest

Business address 300 Exelon Way, Kennet Square, PA 19348
Telephone # (610) 765-6594 Fax # (610) 765-6617
E-mail address (if any)_stephen.bennett@exeloncorp.com

Contact person for Commission Staff use in investigating customer complaints

Name Stephen Bennett
Title _Retail Policy Manager - East/Midwest

Business address 300 Exelon Way, Kennet Square, PA 19348
Telephone # (610) 765-6594 Fax # (610) 765-6617

E-mail address (if any)_stephen.bennett@exeloncorp.com

Applicant's address and toll-free number for customer service and complaints

Customer Service address 470 Olde Worthington Rd., Suite 375, Westerville, OH 4:
Toll-free Telephone # (800) 261-4301 Fax # (614) 797-4380
E-mail address (if any) exelonenergycustomercare@exeloi

Applicant's federal employer identification number # 36-4265042

Applicant’s ferm of ownership (check one)

OSole Proprictorship OPartnership
OLimited Liability Partnership (LLP) CJLimited Liability Company (LLC)
[ Corporation [0 Other

TROVIDE THE FOLLOWING AS SEPARATE ATTACHMENTS AND LABEL AS INDICATED:

Exhibit A-10 "Principal Officers, Directors & Partners" provide the names, ftitles,
addresses and telephone numbers of the applicant’s principal officers, directors, partners,

or other similar officials.

Exhibit A-11 "Corporate Structure," provide a description of the applicant’s corporate
structure, including a graphical depiction of such structure, and a list of all affiliate and
subsidiary companies that supply retail or wholesale electricity or natural gas to

customers in North America.


mailto:stcphen.bennett@excIoncorp.com
mailto:5tephen.bennett@exeloncorp.cQm

B-2

B-4

B-5

MANAGERIAL CAPABILITY AND EXPERIENCE

PROVIDE THE FOLLOWING AS SEPARATE ATTACHMENTS AND LABEL AS INDICATED:

Exhibit B-1 “Jurisdictions of Operation,” provide a list of all jurisdictions in which
the applicant or any affiliated interest of the applicant is, at the date of filing the
application, certified, licensed, registered, or otherwise authorized to provide retail or
wholesale electric services.

Exhibit B-2 "Experience & Plans," provide a description of the applicant’s experience
and plan for contracting with customers, providing contracted services, providing billing
statements, and responding to customer inquiries and complaints in accordance with
Commission rules adopted pursuant to Section 4928.10 of the Revised Code.

Exhibit B-3 "Disclosure of Liabilities and Investigations," provide a description of all
existing, pending or past rulings, judgments, contingent liabilities, revacation of
authority, regulatory investigations, or any other matter that could adversely impact the
applicant’s financial or operational status or ability to provide the services it is seeking to
be certified to provide.

Disclose whether the applicant, a predecessor of the applicant, or any principal officer of
the applicant have ever been convicted or held liable for fraud or for violation of any

consumer protection or antitrust laws within the past five years.
No O Yes

If yes, provide a separate attachment labeled as Exhibit B4 ""Disclosure of Consumer
Protection Violations” detailing such violation(s) and providing all relevant documenis.

Disclose whether the applicant or a predecessor of the applicant has had any certification,
license, or application to provide retail or wholesale electric service denied, curtailed,

suspended, revoked, or cancelled within the past two years.
No O Yes

If yes, provide a separate attachment labeled as Exhibit B-5 "Disclosure of

Certification Denial, Curtailment, Suspension, or Revocation” detailing such
action(s) and providing all relevant documents.

FINANCIAL CAPABILITY AND EXPERIENCE

PROVIDE THE FOLLOWING AS SEPARATE ATTACHMENTS AND LABEL A5 INDICATED:

Exhibit C-1 “Annual Reports,” provide the two most recent Annual Reports to
Shareholders. Tf applicant does not have annual reports, the applicant should provide
similar information in Exhibit C-1 or indicate that Exhibit C-1 is not applicable and why.
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C4

C-6

C-7

C-8

c-H9

Exhibit G2 “SEC Filings.” provide the most recent 10-K/8-K Filings with the SEC. If
applicant does not have such filings, it may submit those of its parent company. If the
applicant does not have such filings, then the applicant may indicate in Exhibit C-2 that
the applicant is not required to file with the SEC and why.

Exhibit C-3 “Financial Statements,” provide copies of the applicant’s two most recent
years of audited financial statements (balance sheet, income statement, and cash flow
statement). If audited financial statements are not available, provide officer certified
financial statements. If the applicant has not been in business long enough to satisfy this
requirement, it shall file audited or officer certified financial satements coveting the life
of the business.

Exhibit C-4 “Financial Arrangements.” provide copies of the applicant's financial
arrangements to conduct CRES as a business activity (e.g., guarantees, bank
commitments, contractual arrangements, credit agreements, etc.,).

Exhibit C-5 “Forecasted Financial Statements,” provide two years of forecasted
financial statements (balance sheet, income statement, and cash flow statement) for the
applicant’s CRES operation, along with a list of assumptions, and the name, address, e
mail address, and telephone number of the preparer.

Exhibit C-6 “Credit Rating,” provide a statement disclosing the applicant’s credit rating
as reported by two of the following organizations: Duff & Phelps, Dun and Bradstreet
Information Services, Fitch IBCA, Moody’s Investors Service, Standard & Poors, or a
similar organization. In instances where an applicant does not have its own credit ratings,
it may substitute the credit ratings of a parent or affiliate organization, govided the
applicant submits a statement signed by a principal officer of the applicant’s parent or
affiliate organization that guarantees the obligations of the applicant.

Exhibit C-7 “Credit Report,” provide a copy of the applicant’s credit report from
Experion, Dun and Bradstreet or a similar organization.

Exhibit C-8 “Bankruptcy Information,” provide a list and description of any
reorganizations, protection from creditars or any other form of bankruptcy filings made
by the applicant, a parent or affiliate organization that gnarantees the obligations of the
applicant or any officer of the applicant in the current year or within the two most recent
years preceding the application.

Exhibit G9 “Merger Information,” provide a statement describing any dissolution or
merger or acquisition of the applicant within the five most recent years preceding the
application.




D. TECHNICAL CAPABILITY

D-1

D-3

D-4

PROVIDE THE FOLLOWING AS SEPARATE ATTACHMENTS AND LABEL AS INDICATED:

Exhibit D-1 “Qperations” provide a written description of the operational nature of the
applicant’s business. Please include whether the applicant’s operations include the
generation of power for retail sales, the scheduling of retail power for transmission and
delivery, the provision of retail ancillary services as well as other services used to arrange
for the purchase and delivery of electricity to retail customers.

Exhibit D2 “Operations Expertise.” given the operational nature of the applicant’s
business, pravide evidence of the applicant’s experience and technical e¢xpertise in
performing such operations.

Exhibit D-3 “Key Technical Personnel,” provide the names, titles, e-mail addresses,
telephone numbers, and the background of key personnel involved in the operational
aspects of the applicant’s business.

Exhibit D4 “FERC Power Marketer License Number,” provide a statement

disclosing the applicant’s FERC Power Marketer License number. (Power Marketers
onl
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AFFIDAVIT

State of Pennsylvania___

_Kennett Square ss.
{(Town)
County of Chester
David Ellsworth , Affiant, being duly sworn/affirmed according to law, deposes and says that:
He/She is the Vice President __ _ {Office of Affiant) of Exelon Energy Company _(Name of Applicant);

That he/she is authorized to and daes make this affidavit for said Applicant,

10

The Applicant herein, attests under penalty of false statement that all statements made in the
application for certification renewal are true and complete and that it will amend its application while
the application is pending if any substantial changes occur regarding the information provided in the
application.

The Applicant herein, attests it will timely file an annual report with the Public Utilities Commission
of Ohio of its intrastate gross receipts, gross earnings, and sales of kilowatt-hours of electricity
pursuant to Division (A) of Section 4905.10, Division {A) of Section 4911.18, and Division (F) of
Section 4928.06 of the Revised Code.

The Applicant herein, attests that it will timely pay any assessments made pursuant to Sections
4505.10, 4911.18, or Division F of Section 4928.06 of the Revised Code.

The Applicant hercin, attests that it will comply with al! Public Utilities Commission of Ohio rules or
orders as adopted pursuant to Chapter 4928 of the Revised Code.

'The Applicant herein. attests that it will cooperate fully with the Public Utilities Cominission of Chio,
and its Staff on any utility matter including the investigation of any consumer complmnt regarding any
service offered or provided by the Applicant.

The Applicant herein, attests that it will comply with all state and/or federal rules and regulations
concerning consumet protection, the environment, and advertising/promotions.

The Applicant herein, attests that it will fully comply with Section 4928.09 of the Revised Code
regarding consent to the jurisdiction of Chio Courts and the service of process.

The Applicant herein, attests that it will use its best efforts to verify that any enhity with whom it has a
contractual relationship to purchase power is in compliance with all applicable licensing requirements
of the Federal Energy Regulatory Commission and the Public Utilities Commission of Ohio.

The Applicant herein, attests that it will cooperate fully with the Public Utilities Commission of Ohio,
the electric distribution companies, the regional transmission entities, and other electric suppliers in the
event of an emergency condition that may jeopardize the safety and reliability of the electric service in
accordance with the emerpency plans and other procedures as may be determined appropriate by the
Commission.

If applicable to the service(s) the Applicant will provide, the Applicant herein, attests that it will adhere
to the reliability standards of (1) the North American Eleciric Reliability Council (NERC), (2) the
appropriate regional reliability council(s), and (3) the Public Utilities Commission of Ohio. (Only
applicable if pertains to the services the Applicant is offering)



11. The Applicant herein, attests that it will inform the Commission of any maiterial change to the
information supplied in the renewal application within 30 days of such material change, including any

change in contact person for regulatory purposes or contact person for Staff use in investigating
customer complaints.

That the facts above set forth are true and correct to the best of his/her knowledge, information, and belief and that
he/sh, ects said Applicant to be able to prove the same at any hearing hereof.

%" V’féfdoﬂ Ererz

Signature of Affiant & Title

Sworn and subscribed before me this 2T} day of (glp lember, _2o10
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Year

Karrh A-\WSillians, Nedery Public
Sifmature of official administering oath Print Name and Title T

My commission expires on __ COMMONWEALTH OF PENNSYLVANIA

- . >
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Notai S o T
Karen A Williams, Notary Public i VL -
Kennett Twp., Choster County - Lo .
iy Commission Expiness May 8, 2012 ER e -
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00-17384-EL-CRS

Exhibit A-10 “Principal Officers, Directors, & Partners”

Directors
Kenneth W. Cornew

Officers
Kenneth W. Cornew

David Ellsworth

Thomas D. Terry Ir.

Chaka M. Patterson

Bruce G. Wilson

Ronald L. Cook

Robert A. Kleczynski

JaCee Marie Burnes

Rejji P. Hayes

Exelon Energy Company
Office Address/Phone
Director 300 Exelon Way

Office
President

Vice President

Vice President, Taxes

Treasurer

Secretary

Assistant Vice President,
Taxes

Assistant Vice President,
Taxes

Assistant Treasurer

Assistant Treasurer

Kennett Square, PA 19348
(610) 765-6627

Address/Phone

300 Exelon Way

Kennett Square, PA 19348
(610) 765-6627

300 Exelon Way
Kennett Square, PA 19348
(610) 765-6780

10 S. Dearborn St.
Chicago, IL 60603
(312) 394-4459

10 S. Dearborn St.
Chicago, IL 60603
(312) 394-7234

10 S. Dearborn St.
Chicago, IL 60603
(312) 394-4065

10 S. Dearborn St.
Chicago, IL 60603
(312) 394-3088

10 S. Dearborn St.
Chicago, IL 60603
(312) 394-8368

10 S. Dearborn St.
Chicago, IL 60603
(312) 394-2948

10 8. Dearborm St.
Chicago, IL 60603
(312) 394-8044



Lawrence Bachman

Todd D. Cutler

Scott N. Peters

Noel H. Trask

Ronald L. Zack

Assistant Secretary

Assistant Secretary

Assistant Secretary

Assistant Secretary

Assistant Secretary

00-1784-EL-CRS

10 §. Dearbarn St.
Chicago, IL 60603
(312) 394-4485

300 Exelon Way
Kennett Square, PA
(610) 765-5602

10 S. Dearborn St.
Chicago, IL 60603
(312) 394-7252

300 Exelon Way
Kennett Square, PA
(610) 765-6649

2301 Market St.
Philadelphia, PA 19103
(215) 841-4419



-~ 00-1784-EL-CRS

Exhibit A-11 “Corporate Structure”
Exelon Energy Company

| [ 1
Exelon. Exelon. ComEd. - PECO.

Lengravon Fransmission B ATt Aoy
Company o
Hucicar. Fossd, Hytre & o - Penngie sls
Rinewable Generation Py Unilaty

Power Marketng

i

Exelon

£nc;§;'
Retail Electric and
Natural Gas
Supplier

Exelon Generation - provides wholesale electric generation in various RTO/ISOs
throughout North America

ComEd — provides retail electricity as a regulated utility and electric distribution
company in Illinois

PECO - provides retail electricity and natural gas as a regulated utility, electric
distribution company, and local distribution company (natural gas) in Pennsylvania

Exelon Energy Company — licensed to provide retail electricity as an alternative supplier
in Illinois, Ohio, and Pennsylvania, licensed to provide natural gas as an alternative
supplier in Michigan, Ohio, and Pennsylvania, and provides retail natural gas to medinm
and large commercial and industrial customers in IL



00-1784-EL-CRS

Exhibit B-1 “Jurisdiction of Operation”
Exelon Energy Company

Exclon Energy Company currently has the following certifications and registrations to provide
retail and wholesale electric supply and services:

Approved by the Public Utility Commission of Ohio as a certified Competitive Retail
Electric Supplier (CRES) under Ohio law in Case Number 00-1784-EL-CRS under
Certificate #00-006(1) on October 30, 2000 for service as a Power Marketer throughout
the State of Ohio to all classes of customers. Exelon Energy Company filed a notice of
name change from Unicom Energy Inc., d/b/a Exelon Energy with the PUCO on
February 26, 2001.
Approved by the Illinois Commerce Commission as a certified Alternative Retail Electric
Supplier (ARES) under Illinois law in Docket No. 99-0400 on September 17, 1999 for
service throughout the State of Illinois to all classes of non-residential customers.

o Exelon Energy Company is registered to do business as an ARES with

Commonwealth Edison Company and the Ameren Illinois Companies

Approved by the Pennsylvania Public Utility Commission as a Electric Generation
Supplier (EGS) in Docket Number A-2008-2079002 on February 5, 2009 as a
broker/marketer engaged in the business of supplying electricity to commercial,
industrial, and governmental customers in the service territories of all electric distribution
companies within the Commonwealih of Pennsylvania and amended on January 14, 2010
under the same Docket Number to also provide EGS services as an aggregator to the
same customer classes throughout the Commonwealth.
A license from the Federal Energy Regulatory Commission to operate as a power
marketer and sell wholesale power at market-based rates at Docket No. ER(01-1919-000

Exelon Energy Company currently has the following certifications and registrations to provide
retail natural gas supply services:

Approved by the Public Utility Commission of Ohio as a certified Competitive Retail
Natural Gas Supplier (CRNGS) under Ohio law in Case Number 02-1912-GA-CRS
under Certiticate #02-031 granted on 09/03/2008.
Exelon Energy Company was approved by the Pennsylvania Public Utility Commission
as a certified Natural Gas Supplier (NGS) under Pennsylvania law on October 15, 1999
in Docket No. 125007 for services as a Broker/Marketer and Aggregator to all customer
classes in the PECQO Energy service territory
o On November 17, 2006, the license was amended to add the service territories of
Columbia Gas of Pennsylvania, Inc., The Peoples Natural Gas Company and the
Equitable Gas Company within the Commonwealth of Pennsylvania



00-1784-EL-CRS

o On December 4, 2006, the license was further amended to authorize the addition
of the National Fuel Gas Distribution Corporation, PPL Gas Utilities Corporation,
T.W. Phillips Gas & Qil Company, UGI Penn Natural Gas, Inc., UGI Utilities,
Inc. and Valley Energy, Inc., service territories within the Commonwealth of
Pennsylvania
¢ Exelon Energy Company was approved as an Alternative Gas Supplier (AGS) in the
State of Michigan on August 4, 2005 pursuant to 2002 PA 634 (Act 634), MCL 460.9
¢ Exelon Energy Company serves medium and large commercial and industrial gas
customers in Illinois but is not required to obtain a license from the Illinois Commerce
Commission to do so,

Exelon Energy Delivery Company, LLC subsidiaries have the necessary certifications and
registrations to provide retail and wholesale electric services as a regulated public utility:
¢ Commonwealth Edison Company operates as a public utility in northern Illinois
providing electric delivery services
¢ PECO Energy Company operates as a public utility in southeastern Pennsylvania
providing electric and natural gas delivery services

Exelon Generation Company, LLC and its subsidiaries have authorization from the Federal
Energy Regulatory Commission to sell wholesale power at market-based rates.



00-1784-EL-CRS

Exhibit B-2 “Experience & Plans”
Exelon Energy Company

Exelon Energy Company has been providing power to retail customers since October 1999,
Exelon Energy Company utilizes commercial and proprietary systems and extensive procedures
for marketing, sales, customer enrollment, Electronic Data Interchange (EDI), contract
administration, credit, customer service, customer inquiries, complaint processing, invoicing,
receivables, supply and accounting.

Exelon Energy Company has scalable competitive retail supply pricing, billing, and customer
relationship management systems that can be modified as needed if Exelon Energy Company
serves CRES customers in the future.

Existing systems are in place for the following:

Supply tracking, portfolio and risk management, and settlement
Customer usage forecasting

Marketing

Customer relationship management

Customer enrollment and management

Invoicing

Accounts receivable

Accounts payable

The business of providing retail energy can by broken down into the following major processes.
Exelon Energy Company's plan for providing each of these services is included:

Product development: Exelon Energy Company follows and analyzes the development of
Ohio law, utility implementation plans (including MRO, ESP, and RTO membership
decisions), PUCO-approved tariffs, commodity markets, and utility operating rules. It
employs rate and energy experts for this function. Product offers take into account
detailed knowledge of customer needs, tariffs, wholesale prices, and risk mitigation,
Contracting: Exelon Energy Company, through its parent, employs lawyers who are
cxperts in regulatory, tax and contract law. In addition, outside counsel is employed
where additional expertise is needed. Internal legal counsel reviews Exelon Energy’s
contracts and offers for legal compliance. Exelon Energy Company's marketing and
product development management works with the lawyers in the development of the
contracts.



00-1784-EL-CRS

Marketing: Exelon Energy Company develops sales collateral, direct mail, and
advertising pieces for use in lead generation and sales. All printed materials are reviewed
by company executives and the legal department prior to printing and distribution.

Sales: Exelon Energy Company directly employs a staff of sales professionals located in
the State of Ohio. These sales people have many years of experience selling power and
other products. Sales management for Exelon Energy Company's Ohio sales team is
located in its Kennett Square, Pennsylvania office. Electricity sales training is done
internally by Exelon Energy Company's sales and marketing staff.

Customer enroliment: Executed customer agreements are checked and the data is logged
into Exelon Energy Company's customer management databases. A copy of the
customer's bill is filed with the contract to verify customer information. An EDI 814 file
is generated for an executed proper contract and sent to the utility. A paper file is secured
in the Kennett Square, PA office. Prior to issuing the first invoice, Exelon Energy
Company sends a Welcome Packet to all customers that explains the tariff chosen by the
customer and provides contact information for Exelon's customer care group.

Supply and Load Scheduling: Upon enrollment, a new customer’s energy usage profile is
added to Exelon Energy Company's supply forecasting database. A forecasting system
based on commercially available software is employed to generate hourly, daily and
future load requirements. The forecast takes into account weather forecasts and customer
usage history. Exelon Energy Company staff secures supplies for future load estimates.
Invoicing: Exclon Energy Company's existing customer management and invoicing
database can be modified for local Ohio UDC practices and tariffs. Customer usage data
is accepied into the database through EDI transfer and invoices are generated by back-
office/billing systems.

Customer Inquiries: Exelon Energy Company employs customer service analysts who
handle customer inquiries and complaints. Exelon Energy provides a toll-free customer
service number, (800) 261-4301, a website containing customer information
(www.exelonenergy.com) and an e-mail address for customer service
(exelonenergycustomercare@ exeloncorp.com). Records of all customer contacts,
inquiries and complaints are maintained in our customer management database for at
least two years,


http://www.exelonenergy.com
mailto:exelonenergycustomercare@exeloncorp.cora

00-1784-EL-CRS

Exhibit B-3 “Disclosure of Liabilities and Investigations”
Exelon Energy Company

As a result of our investigations and to the best of our knowledge, Exelon Energy Company has
nothing to disclose in this Exhibit.



00-1784-EL-CRS

Exhibit C-1 “Annual Reports”
Exelon Energy Company

Exelon Energy Company does not issue Annual Reports as a stand-alone company. Enclosed are
the two most recent Annual Reporis issued hy its ultimate parent company, Exelon Corporation.
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Exhibit C-2 “SEC Filings”
Exelon Energy Company

Exelon Energy Company does not file 8-Ks or 10-Ks as a stand-alone company. Exelon Energy
Company’s ultimate parent, Exelon Corporation, files with the SEC. Enclosed are the most
recent Exelon Corporation 10-K dated February 5, 2010 and the two most recent 8-Ks filed by

Exelon Corporation. All SEC filings can be found at: www.exeloncorp.com under the “Investor
Relations” section of the website.
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-K

El ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the Fiscal Year Ended December 31, 2009

OR

' TRANSITION REPORT PURSUANT TO SECTION 13 OR 15{d) OF THE SECURITIES EXCHANGE ACT OF 1934
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(610) 765-5959
1-1839 COMMONWEALTH EDISON COMPANY 36-0938600
(an lllinpis corporation)
440 South LaSalle Street
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Common Stock, without par value New York and
Chicago
PECO ENERGY COMPANY:
Cumulative Preferred Stock, without par value: 34,68 Series, $4.40 Series, $4.30 Serles and $3.80 New York
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Trust Receipts of PECO Energy Capital Trust Ill, each representing a 7.38% Cumulative Preferred New York

Secutlty, Series D, $25 stated value, issued by PECO Energy Capital, L.P. and unconditionally

guaranteed by PECD Energy Company

Securities registered pursuant to Section 12(g) of the Act:

COMMONWEALTH EDISON COMPANY:
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Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Adt.

Exelon Corporation Yes @ No [
Exelon Generation Company, LLC Yes @ No DO
Commonwealth Edison Company Yes B No [J
PECO Energy Company Yes N

Indicaie by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15{d) of the Act.

Exelon Corporation Yes O No
Exslon Generation Company, LLC Yes O No B
Commonwealth Edison Company ' Yes O No &
PECCO Energy Company Yes O No X

iIndicate by check mark whether the registrants (1) have filed all reports required to be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months {or for such sharter period that the registrant was required ta file such reports), and
{2) have been subject to such filing requirements for the past 90 days. Yes E No 0

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive
Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months
{or for such shorter period that the registrant was required 1o submit and post suchfiles). Yes B No DO

Indicate by check mark if disclosure of delinquent filers pursuant to ltem 405 of Regulation 3-K is not comtained herein, and will not be
contained, to the best of registrants’ knowledge, in definitive proxy or information statements incorporated by refarence in Part Il of this Form 10-K
or any amendment ko this Form 10-K, [

indicate by check mark whether the regisirant is a large accelerated filer, an accelerated filer, non-accelerated filer, or a smaller reporting
company. See definition of "large accelerated Mer,” “accelerated filer” and “smaller reporting company” in Rule 12b-2 of the Exchange Act.

Small Reporting
Large Accelerated Accaleratad Non-Accelarated Cam)
Exslon Corporation v —— —mpRAny
Exelen Generation Company, LLC v
Commonwealth Edison Company '
PECO Energy Company 4
Indicate by check mark whether the registrant is a shell company (as definad in Rule 12-2 of the Acl).
Exelon Corporation Yes O No X
Exelon Generation Company, LLC Yes O No [
Commenwealih Edison Company Yes O No B
PECQ Energy Company Yes O No

The estimated aggregate market value of the voting and non-voting common equity held by nonaffilistes of each registrant as of June 30,
2009, was as follows:

Exelon Corporation Common Stock, without par value $ 33,730,940,743
Exelon Generation Company, LLC Not appiicable
Commeonwealth Edison Company Common Stock, $12.50 par value No established market
PECO Energy Company Common Stock, without par value Mone

The number of shares outstanding of each registrant’s common stock as of January 28, 2010 was as fallows:

Exelon Corporation Common Stack, without par value 659,895,066
Exelon Generation Company, LLC not applicable
Commonwealth Edisan Company Common Stock, $12.50 par value 127,016,518
PECO Energy Company Common Stock, without par value 170,478,507

Documents Incorporated by Reference
Paortions of the Exelon Proxy Statement for the 2010 Annual Meeting of
Shareholders are incorporated by reference in Part IIi.
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1998 restruciuring settlement
Act 129

AEC

AEPS Act
AFUDC

ALJ

AMI

ARC

ARO

ARRA of 2009
ASLB

Block Contracts
CAIR

CAMR
CERCLA
Competition Act
cic

DOE

Dot

DSP Program
EPA

ERCOT

ERISA

ERCA

ESPP

FASB

FERC

FTC
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FILING FORMAT

This combined Form 10-K is being filed separately by Exelon, Generation, ComEd and PECQ. information contained herein relating to any
individuat Registrant is filed by such Registrant on Its own behalf. No Registrant makes any representation as to information relating to any other
Registrant.

FORWARD-LOOKING STATEMENTS

Certain of the matters discussed in this Report are forward-looking statements, within the meaning of the Private Securities Litigation Reform
Act of 1995, 1hat are subject to risks and uncertainties. The factors that could cause actual results to differ materiailly from the forward-looking
statements made by a Registrant include those factors discussed herein, including those factors with respect te such Registrant discussed in
(a) ITEM 1A. Risk Factors, (b) ITEM 7. Management’s Discussion and Analysis of Financial Condition and Results of Operation, (¢) ITEM 8.
Financial Statements and Supplementary Data: Nole 18 and {d) ather factors discussed in filings with the SEC by the Registrants, Readers are
cautioned not to place undue reiiance on these forward-lnoking statements, which apply only as of the date of this Report. None of the Registranis
undertakes any obligation 1o publicly release any revision to its forward-looking statements to reflect events or circumstances after the date of this
Report.

WHERE TO FIND MORE INFORMATION

The public may read and copy any reports or other information that a Ragistrant files with the SEC al the SEC's public reference room at 100
F Strest, N.E., Washington, D.C. 20549. The public may obtain information on the operation of the Public Reference Room by calling the SEGC at
1-800-SEC-D330. These documents are also available to the public from commercial document retrieval services, the web site mainiained by the
SEC at www sec_gov and Exelon’s website at www.exsloncorp.com. Information conlained an Exelon’s website shall not be deemed incorporated
into, or to be a part of, this Report.

The Exelon corporate governance guidelines and the charters of the standing committees of its Board of Directors, together with the Exelon
Code of Businesa Conduct and additional information regarding Exelon’s corporate governance, are available on Exelon’s website at
www.exsloncorp.com and will be made avallable, without charge, in print to any shareholder who requests such documents from Bruce G. Wilson,
Senior Vice President, Deputy General Counsel, and Corporate Secretary, Exelon Corporation, P.O. Box 805398, Chicago, lllinois 60680-5398,

vii
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PARTI

ITEM 1. BUSINESS
General

Exelon, a utility services holding company, operates through its principal subsidiaries—Generation, ComEd and PECO—as described below,
each of which Is treated as an operating segment by Exelen. See Note 20 of the Combined Notes to Consolidated Financial Statements for
additional segment infcrmation.

Exelon was incorporated in Pennsylvania in February 1999, Exslon's principal executive offices are located at 10 South Dearborn Stl‘eet.
Chicago, lllincis 60603, and its telephone number is 312-384.7398.

Generation

Generation’s business consists of its owned and contracted electric generating facilities, its wholesale energy marketing operations and is
compstitive retail supply operations.

Generation was formed in 2000 as & Pennsylvania limited liability company. Generation began operations as & result of a corporate
restructuring, effective January 1, 2001, in which Exelon separated its generation and ather competitive businesses from its regulated snergy
delivery businesses at ComEd and PECO. Generation's principal exacutive offices are located at 300 Exelon Way, Kennett Square, Pennsylvania
19348, and its telephone number is 610-765-5859.

GomEd

CormEd's energy delivery business consists of the purchase and regulated retail sale of electricity and the pravision of transmission and
distribution services to refail customers in northern llinais, including the City of Chicago.

ComEd was arganized in the State of lllinois in 1913 as a result of the merger of Cosmapoiitan Electric Company into the orginal corporation
named Commonwealth Edison Company, which was incorporated in 1907. ComEd's principal executive offices are located at 440 South LaSalle
Street, Chicago, lllinois 60605, and its tetephone number is 312-384-4321.

PECO

PECO's energy delivery business consists of the purchase and regulated retail sale of electricity and the provision of transmission and
distribution services to retail customers in southeastern Pennsylvania, including the City of Phitadelphia, as well as the purchase and regulated
retail sale of natural gas and the provisian of distribution services to retail customers in the Pennsylvania countiés surrounding the City of
Philadelphia.

PECQ was incorporated in Pennsylvania in 1829, PECO's principal executive offices are located at 2301 Market Strest, Philadelphia,
Pennsylvania 19103, and its telephone number is 215-841-4000,

Generation

Generation is ona of the largest competitive electric generation companies in the United Stales, as measured by owned and controlled MW,
Genaration combines its large generation fieet with an experienced whalesale energy marketing operation and a competitive rafail supply
operation,

Source EXELON CORFP. 10-K, February 05. 2010 Puwared by Mormingstar® Document Research3™
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Generation’s presence in well-developed whalesale energy markets, integrated hadging strategy that mitigates the adverse impact of short-term
market volatility, and low-cost nuclear generating fleet that is operated consistently ai high capacity faciors position It well to succeed In
competitive energy markets.

At December 31, 2009, Generation owned generation assets with an aggregate net capacity of 24,850 MW, including 17.009 MW of nuclear
capacity. Generation controlled another 6,153 MW of capacity through long-term contracts.

Generation's whalesale marketing unit, Power Team, a major wholesale marketer of energy, draws upon Generation’s energy generation
portiolio and logistical expertise to ensure delivery of energy to Generation's wholesale customers under long-term and short-term contracts,
including a full requirements PPA with PECO, which expires on Decambar 31, 2010, and procurement contracts with ComEd and PECO covering
a portion of their current and future electricity requirements. In addition, Power Team markets energy in the wholesale, bilateral and spot markets.

Generation’s retail business provides retail slectric and gas services as an unregulated retail energy supplier in lilinois, Pennsylvania,
Michigan and Ohio. Generation’s retail business is dependent upon continued deregulation of retail electric and gas markets and Generation’s
ability to obtain supplies of electricity and gas at competitive prices in the wholesaie market.

Generation Is a public utility under the Federal Power Act, which gives the FERC exclusive ratemaking jurisdiction over wholesale sales of
electricity and the transmission of electricity In interstate cornmerce. Under the Federal Power Act, FERC has the autherity to grant or deny
market-based rates for sales of energy, capacity and ancillary services to ensure that such sales are just and reasonable. The FERC's Jurisdiction
aver retemaking also includes the authority to suspend the market-based rates of the utilities and set cost-based rates should the FERC find the
market-based rates are not just and reasonable. Pursuant to the Federal Power Act, all public utilities subject to FERC’s |urisdiction are requlred to
file rate schedules with FERC with respect to wholesale sales and transmission of alectricity. Open-Access Transmission tariffs established under
FERC regulation give Generation tranamission access that enables Generation to participate in compefitive wholesale markets. Matters subject to
FERC jurisdiction include, but are not limited to, third-party financings, raview of mergers, dispositions of jurisdictional facilities and acquisitions of
securities of another public utility or an existing operational generating facility; affiliate transactions; intercompany financings and cash
management arrangements; certain iMernal corporate reorganizations: and cartain holding company acquisitions of public utility and holding
company securiies and matters. Specific operations of Generation are also subject to the jurisdiction of various other Federal, state, reglonal and
local agencies, including the NRC. Additionally, Generation is subject to mandatory reliability standards promulgated by the NERC, with the
approval of the FERC. The promulgetion of these standards has created the risk of fines and penalties heing imposed by NERC and/or FERC for
noncompliance, Exelon has a company-wide NERC Reliability Standards Compliance Program, which includes an employes training program,
independent audits, and self assessments.

For a number of years, RTOs, such as P.IM, have been formed in a number of regions to provide fransmission service across multiple
fransmission systems. To date, PJM, the MISO, ISO-NE and Southwest Power Pool, have heen approved as RTOs. The intended benafits of
establishing these entities include regional planning, managing transmission congestion, developing larger wholesale markets for energy and
capacity, maintaining reliability, market monitoring and the elimination or reduction of redundant transmission charges imposed by multipla
transmission providers when wholesale customers take transmission service across several transmission systems.

See Note 2 of the Combined Notes to Consolidated Financial Statements for additional information.
2
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Generaling Resources
At December 31, 2009, the generating resources of Genaration consistad of the following:

Type of Capacity
Owned generationassets . . Lo g R
Nucle '
Fosstl% R A ST,
Hydroelectric/Renawable
Owned gengralionassets ~ = - o VL T e
Lang-term contracts
Total generating resources: - L A N T

' »*mﬂjﬂ ‘

(a) See “Fuel’ for sources of fuels used in electric ganeration.

(b} Includes 933 MW of capacity related ta Units 1 and 2 at Cramby Generating Station and Units 1 and 2 Eddystone Generaling stelion which were approved for retirement
by the Exelon Board of Direclors on Dacember 1, 2009. Sae Plant Retirements section for further details,

{c) Long-term contracts range in duration up to 21 years.

The owned and contracted ganerating resources of Generation are located in the United States in the Midwest region, which is comprised of
lincis {(approximately 46% of capacity), the Mid-Atlantic region, which is comprised of Pennsylvania, New Jersey, Maryland and West Virginia
(approximately 37% of capacity), the Southern region, which is comprised of Texas, Georgia and OKlahoma (approximately 16% of capacity), and
the New England region, which is comprised of Massachusetts and Maine (approximately 1% of capacity). -

Nuclear Facilities

Generation has ownership interests In eleven nuclear generating stations currently In service, consisting of 19 units and 17,009 MW of
capacity. Generation’s nuclear generating stations are operated by Generation, with the exception of the two units at Salem Generating Station
(Salem), which are operated by PSEG Nuclear, LLC (PSEG Nuclear), an indirect, whally owned subsidiary of PSEG. in 2008 and 2008, electric
supply {in GWh) generated from the nuclear generating faclfities was §1% and 79%, respectively, of Generation’s totet electric supply, which also
includes fossil and hydroelectric generation and electric supply purchased for resale. See em 7. Management's Discussion and Analysis of
Financlal Condition and Results of Operations for further discussion of Generation’s electric supply sources.

AmerGen Reorganization, AmerGen, a wholly ewned subsidiary of Generation through January B, 2009, owned and operated the Clinton
Nuclear Power Station (Clinton), the Three Mile Island (TMI) Unit Na. 1 and the Qyster Creek Generating Station (Oyster Creek) through that time.
Effective January 8, 2009, AmerGen was merged inte Generation, which now holds the operating licenses for Clinton, TMI and Oyster Creek.

Nuclear Operations. Capacity factors, which are significantly affected by the number and duration of refusling and non-refueling outages,
can have a significant impact on Generfation's results of operations. As the largest generator of nuclear power in the United States, Generation can
negatiate favorable terms for tha materials and services that its business requires. Generation's nuclear plants have historically benafited from
minimal environmental impact from operations and a safe operating history.

During 2008 and 2008, the nuclear generating facilities operated by Generation achieved a 93.6% and 93.9% capacity factor, respactivaly.
Generation aggressively manages its scheduled refueling
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outages to minimize their duration and to maintain high nuclear generating capacity factors, resulting in a stable generation base for Generation’s
short and long-term supply commitments and Power Team trading activities. During scheduled refueling outages, Generation performs
maintenance and equipment upgrades in order to minimize the occurrence of unplanned outages and to maintain safe reliable operations.

In addition to the rigorous maintenance and equipment upgrades performed by Generation during scheduled refueling outages, Generation
hes extensive operating and security procedures in place to ensure the safe operation of the nuclear units. In addition, Generation has extensive
safety systems in place to protect the plant, personnel and surrounding area in the unlikely event of an accident.

Regufation of Nuclear Power Generation, Generation is subject to the jurisdiction of the NRC with respect to the operation of its nuclear
generating stations, including the llcensing for operation of each unit. The NRC subjects nuclear generating stations to continuing roview and
regulation covering, among other things, operations, maintenance, emergency planning, security and environmental and radiclogical aspects of
those stations, The NRC may modify, suspend or revoke operating ficonses and impose civil penalties for failure to comply with the Atomic Energy
Act, the regulations under such Act or the terms of the licenses. Changes in regulations by the NRC may require a substantial increase in capital
expenditures for nuclear generating facilities and/or increased operating costs of nuclear genserating units.

NRC reactor oversight results, as of December 31, 2009, show that the perfarmance indicators for the nuclear plants operated by
Ganeration ara all in the highest performance band, with the exception of one indicator for Oyster Creek, which the NRC considers to be in an
acceptable performance band.

Licenses. Generation has 40-year operating licenses from the NRC for each of its nuclear units and has receivad 20-year operating license
renewals for Peach Battom Units 2 and 3, Dresden Units 2 and 3, Quad Cities Units 1 and 2, Oyster Creek and TMI Unit 1. The following table
summarzes the current operating license expiration dates for Generation’s nuclear facilities in service:

Station

-]e
&

s o]

s
-

R
Dresden '

LaSalle
B} SR

bysier Creak

{a) Denoles year in which nuclear unit began commercial operations.

{b} Stetions previously owned by ComEd.
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{6} Stations previously owned by AmerGen.

(d) On October 28, 2004, the NRC issued the renewed operating licenses for Dresden Unit 2 and Unit 3.
{e) Stations previously owned by PECO.

(i OnAgrit 8,2009, the NRC issued the renewed operating license for Oyster Creak Uit 1.

{g) OnMay 7 2003, the NRC issued the renewed operaiing licenses for Peach Bottom Unit 2 and Unit 3.
(h) On Octeber 28, 2004, the NRC issuec the renewed operating ficenses for Quad Cities Unit 1 and Unit 2.
(iy OnQctober 22, 2008, the NRC issusd the renewed operating license for Three Mile Island Unit 1.

On May 28, 2009, a coalition of citizen groups filed a Petition for Review of the NRC's renewal of Oyster Creek’s'operaling licensa inthe
United States Court of Appeals for the Third Circuit. If the appeal is successful, it is unlikely that it would result in a revocation of the renewed
license; however, it could cause the NRC to impose additional conditions over the course of the period of extended pparation.

On August 18, 2009, PSEG submilied an application to the NRC to extend the operating licenses of Salem Units 1 and 2 by 20 years. The
NRC is expected 10 spend a total of 22 to 30 months fo review the application before making a decision.

Generation expects lo apply for and obtaln approvat of license renewals for the remaining nuclear units. The operating license renewal
process takes approximately four to five years from the commencement of the renewal process until completion of the NRC's review. The NRC
review process takes approximately two years from the docketing of an application. Each requested license renewal is expected to be for 20 years
beyond the original license expiration. Depreciation provisions are based on the estimated useful lives of the statlons, which reflect the actual and
assumed renewal of operating licenses for all of Generation’s aperating nuclear generating stations.

Nuclear Uprates. On June 12, 2009, in connection with the 38-MW increase in capacdity at Generation's Quad Cities nuclear plant in Eiinois,
Generation announced a seriss of planned power uprates across its nuclear flset that will result in between 1,300 and 1,500 MW of additianal
generation capacity within eight years. The uprate projects represent a total expected investrment of approximately $3.5 billion, as measured in
current costs. Using proven technologies, the projects take advantage of new production and measurement technologies, new rnaterials and
learning from a half-century of nuclear pewser operations. Uprate projects, representing approximately one quarter of the planned uprates, are
underway at the Limerick and Peach Bottom nuclear stations in Pennsylvania and the Dresden, LaSalle and Quad Cities plants in lltincis. The
remainder of uprate MW will come from additionat projects across Generation's nuclear fieet beginning in 2010 and ending in 2017, At 1,500
nuclear-genserated MW, the uprates would displace 8 million metric fons of carbon emissions annually that would otherwise come from buming
fossil fuels. The uprates ars to be accomplished through an organized, sirategically sequencad implementation plan. The implementation effort
includes a periodic review and refinement of the project in light of changing market conditions. The amount of expenditures to implement the plan
ultimately will depend an econamic and policy developments, and will be made on a project-by-project basis in accordance with Exelon's norma
project svaluation standards.

New Site Devefapment. Generation pursues growth opportunities that are consistent with its disciplined approach 1o investing o maximize
shareholder value, taking eamings, cash flow and financial risk into account. Generalion has been exploring the development of a new nuclear
plant lecated in Victeria County in southeast Texas; however, Generation has nat made a decision to build a nuclear plant at this time. As a result
of uncertainties in the domestic econemy, the limited availability of Federal loan guaranteses and related economic considerations, Generation
announced on June 30, 2009, that it will seek an Early Site Permit (ESP) for its proposed new nuctear plant site rather than a construction and

operating license as originally planned and filed with the NRC during 2008. The change in licensing strategy aliows Generation to continue with
some aspects of site evaluation and
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appraovals while deferring a decision on construgtion and technology choices for up to 20 years. The ESP application is an schedule to be
submitted to the NRC by March 31, 2010. Additionally, Generation continues to hald options for acquiring the land. Among the various conditions
that must be resolved before any formal decision is made to bulld a new nuclear plant by Generalion are the granting of an ESP; significant
progress to resolve questions around the short-term interim and long-term permanent storage, as well as potential future recycling, of SNF; broad
public acceptance of a new nuclear plant; and assurances that a new plant can be financially successful, which would entail economic analysis
that would Incorporate assessing construction and financing costs, including the availabitity of sufficient financing, production and other potential
tax credite, and other key econemic factors. In June 2009, Exelon and Generation approved an additional $30 million of expenditures on the
project, bringing total authorized spending on the project to $130 million. Amounts spent on the project through December 31, 2009 have been
expensed and total approximately $97 milllon. The development phase af the project is expected to extend into 2010, with approval of funding
beyond the $130 million commitment subject to management review and Exelon board approval.

Nuclear Wasfe Disposal. There are no facilities for the reprocessing or permanent disposal of SNF currently in operation in the United
States, nor has the NRC licensed any such facilities. Generation currently stores all SNF generated by its nuclear generating facilities in on-site
storage pools or in dry cask storage facilities. Since Generation's SNF storage pools generally do not hava sufficient storage capacity for the Iife of
the respective plant, Generation is developing dry cask storage facilities, as necessary, to support operations.

As of December 31, 2009, Generation had approximately 52,300 SNF assemblies (12,600 tons) stored on site in SNF pools or dry cask
starage. On-site dry cask storage in concert with on-site storage pools will be capable of meeting all current and future SNF storage requirements
at Generation's sites through the end of the license renewal period, and through decommissioning, until the DOE cempletes removing SNF from
the sites. The following table describes the current status of Generation's SNF storage facilities.

She Date for loss of full core reserve &)
Braidwood - DR g i - : R - 2013
Byron " .201_1
Dresden Dry cask storage |n operailon
leerlck Dry cask storage in operailon
Qyster Creek - SUE e e e Diy'osek shorage e

Peach Battom o ) Dry cask storage in operatton
Salem =~ g

(a) The date for loss of full core reserva idanlifies when the on-sita storage pool will no fonger have sufficient space to raceive a full complement of fuel from the reactor core,
Dry cask storage will be in operation at those sites prior to the elosing of thedr on-site slorage pools.

{B) The DOE previously has indicated it will hegin accepting spent fuel in 2020. If this does nat oceur, Three Mile fsland will need an onsile dry cask storaga Facility.,

Far a discussion of matters associated with Generation’s contracts with the DOE for the disposal of SNF, see Note 12 of the Combined
Notes to Consolidated Financial Siatements.

As a by-product of their operations, nuclear generating units produce LLRW. LLRW is accumulated at each generating station and
permanently disposed of at Federally licensed disposal
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facilities. The Federal Low-Level Radioactive Waste Palicy Act of 1980 providss that states may enter into agreements to provide ragional
disposal facilities for LLRW and restrict use of those facilities to waste generated within the region. lilinois and Kentucky have entered into an
agreement, although neither state currently has an operational site and none is anticipated to be operational unfil after 2020. Pennsylvania, which
had agreed 10 be the host site for LLRW disposal facilities for generators located in Pennsylvania, Delawara, Maryland and West Virginia, has
suspended the search for a permanent disposal site,

Generaticn is currently utilizing on-site storage capacily af its nuclear generation stations for limited amounts of LLRW and has been
shipping its LLRW to disposal facilities in Utah and South Carolina. The disposal facility in South Carolina at present is-anly receiving LLEW from
LLRW generatars in Sputh Carolina, New Jersey {which includes Qyster Creek and Salem), and Conneclicut. Due o the limited availability of
LLRW disposal facilities, Generation continues fo anticipate dificutiies in shipping LLRW off of its sites and continues to pursue alternative
disposal strategies for LLRW, including an LLRW reduction program to minimize cost impacts and on-site storage.

Nuclear Insursnce. Generation is subject to liability, property damage and other risks assoclated with a major accidental outage at any of its
nuclear stations. Generation has reduced its financial exposure to these fsks through insurance and other protection provisions. See “Nuclear
Insurance” within Note 18 of the Combined Notes to Consolidated Financial Statements for detalls.

For information regarding property insurance, see ITEM 2. Properlias—Genaration. Generation is self-insured 1o the extent that any losses
may exceed the amount of insurance maintained or are within the palicy dedustibie for its insured losses. Such losses could have a material
adverse effect on Exelon's and Generation's financial condition and results of operations.

Decomumissioning. NRC regulations require that licensees of nuclear generating fadilities demonstrate reasonable assurance that funds will
be available in specified minimum amounts at the end of the life of the facility to decommission the facility. See ITEM 7. Management's Discussion
and Analysis of Financial Condition and Results of Operations—Exelon Corporation, Executive Overview; ITEM 7. Management's Discussion and
Analysis of Financial Condition and Results of Operations, Critical Accounting Policies and Estimates, Nuclear Decommissioning Assst Retirement
Obligations and Nuclear Decommissioning Trust Fund Investmenis; and Notes 2, 7 and 11 of the Combined Noles 1o Consolidated Financial
Statemants for additional information regarding Generation's NDT funds and its decommissioning obligations.

Dresden Unit 1, Peach Bottom Unit 1 and Zion {Zion Station), a two-unit nuclear generation station, have ceased power generation. SNF at
Dresden Unit 1 is currently being storad in dry cask storage until & permanent repasitory under the NWPA is completed, Al SNF for Paach Bottom
Unit 1, which ceased operation in 1974, has been removed from the site and the SNF pool is drained and decentaminated. SNF at Zien Statian is
currently stored in on-site storage pools. Generation's estimated liablfiiy to decommission Dresden Unit 1, Peach Bottom Unit 1 and Zion Station
was $780 million at December 31, 2009. As of December 31, 2008, NDT funds set aside ta pay for these obligations were $1,188 million.

Zion Station Decommissioning. On December 11, 2007, Generation entered inta an Asset Sale Agreement with EnergySolutions Ine. and its
wholly owned subsidiaries, EnergySolutions, LLC (EnergySolutions) and ZionSolutions, LLC {ZionSolutions) for decemmissioning of Zion Station,
which is located in Zion, lllinois and which ceased operation in 1998.

If the various closing conditions under the Asset Sale Agreement are satisfied and the transaction is completed, Generation will transfer to
ZionSolutions substantially all of the assets (other than land)
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associated with Zion Station, including assets held in NDTs (approximately $888 million as of December 31, 2009). In consideration for
Generation’s transfer of those assets, ZionSolutions will assume decommissioning and other liabiliies associated with Zion Station. For
accounting purposes, based on agreements signed to date, the decommissioning funds are expected to continue to be recorded on Generation’s
balance sheet and the transferred decommissioning abligation is expected to be replaced with a payable to ZionSolutions on Generation’s balance
sheet. ZionSolutions will take possession and control of the land assoclated with Zlon Station pursuant to a Lease Agreement with Generation, to
be executed at the closing. Under the Lease Agreement, ZionSclutions will commit to complete the required decommissioning work according to
an established schedule and will construct a dry cask storage facility on the land for the SNF currently heid in SNF pools at Zion Station. Rent
payable under the |eass Agreement will be $1.00 per year, although the Lease Agreement requires ZionSolutions to pay praperty taxes
associated with Zion Station and penalty rents may accrue if there are unexcused delays in the progress of dacommissioning work at Zlon Station
or the construction of the dry cask SNF storage facility. To reduce any potential risk of default by EnergySolutions or ZionSolutions,
EnergySaolutions is required to provide a $200 million letter of credit to be used to fund decammissioning costs in case of a shortfall of
decommissioning funds following specified failures of performance. EnergySolutions has also provided a performance guarantee and will enter
into other agreements that will provide rights and remedies for Generation in the case of other specified events of default, including a special
purpose easement for disposal capacity at the EnergySolutions site in Clive, Utah, for all LLRW volume of Zion Station. However, if the resources
of EnergySclutions Inc. and its subsidiaries are inadequate to complete required decommissioning work, Generatlon may be required to complete
the work at its own expense.

ZionSolutions and Generation will also enter inta a Put Option Agreement pursuant to which ZionSolutions will have the opfion to transfer the
remaining Zion Station assets and any associated liabilities back to Generation upon completion of all required decommissioning and other work
at Zion Station. The purchase price payable under the Put Oplion Agresment is $1.00 plus the assumption of associated liabilities.

Completion of the transactions contemplated by the Asset Sale Agreement is subject to the satisfaction of & number of daosing conditions,
including the receipt of a private lefter ruling from the IRS, and the approval of the license transfer from the NRC. On July 14, 2008, the IRS issued
a private letter ruling indicating that the proposed transfer of the decommissioning funds would be treated as non-iaxable o both Generation and
EnergySolutions, and the NRC approved the license transfer request on May 4, 2009. Prior to completion of the transaction, EnergySolutions must
submit a budget that demonsirates that the required work can be compleled on schedule for the amount of funds held in decammissioning trusts.
On Qctober 14, 2008, EnergySolutions announced that it intended to defer the transfer of the Zion Station assets until after the financial markets
stabilize and EnergySolutions reaffirms that there is sufficient value in the Zion decommissianing trust funds to ensure the sucecess of the Zion
early dacommissioning project. During 2009, NDT fund balances associated with Zion Station improved to $888 million as of December 31, 2009
compared to $749 million as of December 31, 2008. Pursuant to their agreement, EnergySolutions and Generation have until December 31, 2011,
to close the transaction, although the parties have rights to withdraw from the transaction before that date. Generation believes that accelerated
decommissioning will make the land avaitable for other uses earlier than ariginally thought possible, and can be completed cost effectively for the
amounts that were collected from ratepayers and deposited into the NDT funds for Zion Station.

Fossil, Hydroelectric and Renewable Facilities

Generation operates various fossil and hydroelectric facilities and maintains ownership interests in several other facilities including LaPorte,
Keystone, Conemaugh and Wyman, which are operated by third parties. In 2009 and 2008, electic supply (in GWh) generated from owned fossil
and hydroelectric '
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generating faciliies was 5% and 6%, respectively, of Generation's tolal electric supply. The majarity of this output was dispatched to support
Generation's power marketing activities. For additional infermation regarding Generation's elactric generating facilittes, see ITEM 2,
Properties—Generation.

Licenses. Fossil generation plants are generally not licensed and, therefore, the decision on when to refire planis is, fundamentally, a
commercial one. Hydroelectric plants are licensed by FERC. The licenze for the Conowingo Hydroeleciric Project expires on August 31, 2014 and
for the Muddy Run Pumped Storage Facility Project expires on September 1, 2014. In March 2009, Generation filed a Pre-Application Document
and Notice of Intant 1o renew the licenses, pursuant io FERC relicensing requirements. For those piants located within the control areas
administered by PJIM or the New England control area administered by 150 New England Inc. (ISO-NE), notice is required to be provided to PJM
or IS0O-NE, as applicable, before a plant can be retired.

Plant Retirements. On December 2, 2009, Exelon announced its intention to permanently retire three coal-fired generating units and one
oil/gas-fired generating unit, effective May 31, 2011. The units to be retired are Cromby Generating Station Unit 1 and Unit 2 and Eddystone
Generating Station Unit 1 and Unit 2. On January 5, 2010, PJM notified Exelon that based upon its preliminary analysis, the retirement of one or
more of the Cromby and Eddystone units may result in rellability impacts to the transmission system. On February 1, 2010, Generaticn notifled
PJM that to the exient the retirement of these units results in reliability impacts, Generation would continua operations bayond its desired
deactivation date during the period of construction of the necessary transmission upgrades, provided that Exelon receives the requlred
environmental permits and adequate cost-based compensation. For more information regarding the proposed plant retirerents, ses Note 14 of
the Combined Notes to Consolidated Financial Statements.

City Solar. On April 22, 2009, Exelon announced that it is developing a 10-MW solar power plant in Chicago, lilinois. The new plant supports
Exelon’s strategy to reduce carbon emissions associated with fossil-fueled electricity generation. As of December 31, 2009, the project is
approximately B2% complete and has commenced commercial operations. The project is expected to be completed by February 28, 2010, The
estimated project cost is $64 million. As of December 31, 2009, total costs incurred were approximately $51 million.

insurance. Generation daoes not purchase business interruption insurance for its wholly owned fossil and hydroelectrc operations.
Generation maintams both property damage and liability insurance. For property damage and liability claims, Generation is seif-insured to the
extent thal losses are within the palicy deductible or exceed the amount of insurance maintained. Such losses could have a material adverse

effect on Exelon and Generation's financial condition and their results of operations and cash flows. For infarmation regarding property insurance,
see ITEM 2. Properties—Generation.
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Long-Term Coniracts

In addition to energy preduced by owned generation assets, Generation sells electricity purchased under the following long-term contracts in
effact as of December 31, 2009:

Satter ¢l

Kincald Generation, LEC.~ " 7 . » o0 7wl K 13
Tenaska Georgia Parlners LP Franklin Georgra 942
Tenaska Fronter, Ltd - 00 00 e 0 s - Ghiro, Texds - 8%
Green Country Energy, LLC -  Jenks, Oklahoma 795
Elwood Energy, LLG oo LU . Etwood; Mingis. 75
Lincoin Generatlng Faclllty, LLC o Manhattan, Minois ) 664
Wolf Hollow ST e T - Granbury; Teuas oo 250
Old TthW|mmm, LLC o o ) 7 7 McLaan, lllinois ) 198
oﬂ'lm 4444 ,":'7:":“'!" :,. :', o Lo Wiollﬁ ‘:V-\:V',,:_;:‘
Total 6,153

{a) Commencing June 1, 2010 and lasting for 20 years, Generation has agreed to sell its rights to 842 MW of capacity, energy, and ancillary services suppliad from its existing
long-term contract with Tenaska Georgia Parners, LP through a PPA with Geoigia Power, 5 subsidiary of Southem Gompany.

(b) Commenacing June 1, 2012 and lasting for 10 vears, Generation has agreed to sell its rights to 520 MV, or eppracdmalely two-thirds, of capacity, energy, and ancillary
services supplied from ite existing long-term contract with Grean Cauntry Energy, LLC through a PPA with Public Service Company of Dklahoma, a subsidiary of American
Electric Power Campany, Inc.

(¢) Includes long-term capacily coniracts with seven counlterparties.

filinois Settlement Agreement

In July 2007, following extensive discussions with legistative leaders in lllinois, Generation, ComEd and other ulilities and generators in
linois reached an agreement (lilinols Settlement) with varlous paries concluding discussions of measures to address concerns about higher
electric bills in Minois without rate freeze, generation tax or other legislation that Exelon believes would be harmful to consumers of electricity,
electric utilities, generators of electricity and the State of lliinols. Leglslation reflecting the llincls Settlement (lilinois Settlement Legislation) was
signed into law in August 2007. Generation and ComEd committed to contributing $811 million to rate relief programs over the four-year period
and partial funding for the IPA. Generation committed to contribute an aggregate of $747 million, consisting of $435 million to pay ComEd for rate
relief programs for ComEd customersg, $307.5 million for rate relief programs for customers of other lllinois utilities and $4.5 million for partially
funding operations of the IPA. Through December 31, 2009, Generation has recognized net costs from its contributions of $727 mililion In the
Statement of Operations of its tetal commitment of $747 million. See Note 2 of the Combined Notes to Consolidated Financial Statements for
additional information regarding the lllincls Settiement Legislation.

Fuel
The following table shows sources of electric supply in GWh for 2009 and estimated for 2010:

Source of Electric Su {a)

2009 2010 (Est.
Nk unlts. = o B TR TR
Purchases—non-iradmg portfoho o ‘ 4 . 23208 21,025
Foasll and hydroelecricunits - -~ ‘ S T T e T 10,488 T 11,6‘?4
Total supply 173,065 172,424

{a) Represents Generalion’s proportionata share of the output of its generating plants.
10
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The fuel costs for nudear generation are substantially less than for fossil-fuel generation. Consequently, nuclesar generation is generally the
most cost-effective way for Generation to meet its wholesale obligations, including to ComEd and PECOQ, and some of Generation's retall business
requirements. ‘

The cyde of production and utilization of nuclear fuel inciudes the mining and mélfing of uranium ore into uranium concentrates, the
conversion of uranium concentrates to uranium hexafluoride, the enrichment of the uranium hexafiuoride and the fatwication of fuet assemblies.
Generation has uranium concentrate inventory and supply contracts sufficient to meet all of its uranium concentraie requirements through 2013,
Generation’s contracted conversion services are sufficient to meet all of its uranium conversion requirements through 2015. All of Generation’s
enrichment requirements have been contracted through 2012. Contracts for fuel fabrication have been obtained thmugh 2013. Generation does
not anticipate: difficulty in obtaining the necessary uranium concentrates or conversion, enrichment or fabrication sesvices o meet the nuclear fuel
requirements of its nuclear units.

Coal is procured primarily through annual supply contracts, with the remainder suppiled through either short-term contracts or spot-market
purchases.

Natural gas is procured through annual, monthly and spot-market purchases, Some fossil generation statlons: can use either il ar natural
gas as fuel. Fusl oil inventories are managed so that in the winter months sufficiant volumes of fuel are available in the event of extreme weather
condidons and during the remaining months to take advantage of favorable market pricing.

Generation uses financial instruments to mitigate price risk associated with certain commodity price exposures. Generation also hedges
forward price risk with both over-the-counter and exchange-traded instruments. See ltem 7. Management’s Discussion and Analysis of Financial
Condition and Results of Qperations, Critical Accounting Policies and Estimates and Nole 8 of the Combined Notes o Consolidated Financial
Statements for additional information regarding derivative financial instruments.

Power Team

Generation’s whalesale marketing and retail electric supplier operations include the physical delivery and marketing of power ohtained
through its ganeration capacity and through long-term, intermediate-term and shori-term contracts. Generation seeks to maintain a net positive
supply of energy and capacity, through ownership of generation assets and powsr purchase and lease agreements, to protect it from the potential
operational failure of ane of its owned or contracted power generating uhits. Generation has also contracted for access to additional generation
through bllateral leng-term PPAs, PPAS are commitments related to powsr generation of spacific generation plants andfor are dispatchable in
nature similar to asset ownership. Generation enters into PPAs as part of its overall strategic growth plan, with objectives such as obtaining
low-cost energy supply sources to meet its physical delivery obligations to customers and assisting custamers to meet renswable portfolio
standardgs, Power Team may buy power to meet the energy demand of its customers, including ComEd and PECO. These purchases may be for
more than the energy demanded by Power Team’s customers, Pawer Team then seils this open position, along with capacity not used to mest
customer demand, in the wholesale electricity markets. Where necessary, Generation has alsa purchased transmission service to ensure that it
has rellable transmission capacity to physically move its power supplies to mest cuslomer delivery needs in markets without an organized RTO.
Ganeration also incorporates contingencias into its planning for extreme weather conditions, including patentially reserving capacity to meet
surnmer loads at levels representative of warmer-than-normal weather conditions.

1"
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Power Teamn also manages the price and supply risks for energy and fuel associated with generation assets and the risks of power
marketing aclivities. Generation implements a three-year ratable sales plan to align its hedging strategy with ita financial objectives. Generation
also enters into fransactions that are outside of this ratable sales plan, such as the ComEd swap which runs into 2013. However, except for the
ComEd swap arrangement described below, Generation is exposed to relatively greater commadity prica risk beyand 2010 for which a larger
portion of its electricity portfolio may be unhedged. Generatlon has heen and will continue to be proactive in using hedging strategies to mitigate
this rigk in subsequent years. As of December 31, 2009, the percentage of expected generation hedged was 91% — 94%, 69% — 72%, and 37% —
40% for 2010, 2011 and 2012, respectively. The percentage of expected generation hedged is the amount of equivalent sales divided by the
expected generation. Expected generation represents the amount of energy estimated to be generaled or purchased through owned or contracted
capacity. Equivalent sales represent all hedging praducts, which include cash flow hedges, other derivatives and certain non-derivative contracts,
including sales to ComEd and PECO to serve their retail load. A portion of Generation's hedging strategy may be implemented through the use of
fuel products based on assumed correlations between power and fuel prices, which routinely change in the market. The trading portfolio ia subject
to a risk management policy that includes stringent risk management limits including volume, stop-loss and value-at-risk limits to manage
exposure to market risk. Additionally, the corporate risk management group and Exelon's RMC monitor the financial risks of the power marketing
activities. Power Team also uses financial and commedity contracts for proprietary trading purposes but this activity accounts for only a small
portion of Power Team's efforts.

At December 31, 2009, Generation's short and long-term commitments relating 1o the purchase and sale of energy and capacity from and to
unafiliated ulifities and others were as follows.

o Net Capacity Power Only Transmission Rights
(in millions) _ Purchases {2) Pawer Only Purchases ib) Sales ___Purchnses il
2010 - F 305 5 91 i F 1307 . . § 10
2011 ) ) ) 291 493 1,46 N,
a2 o T 214 ’ - - < B A P I i
2013 o 151 — 238 ]
BOAAT I . ' a8 o e T SRR
Thereafter 1,106 — 761
Total o o TR i § 227§ 120 T 0§ 4pMnt

{a) Nel capacily purchases include PPAs and other capacity contracis that are accounted far as operating leases. Amounts presented in the cammitments represent
Generation's expected payments under these arrangaments at Dacamber 31, 2009. Expected payments include certain capacity chargas which are conditional on plant
availabillty.

{b} Excludes renewable enargy PPA contracts that are contingent in nature.

{¢) Transmission rights purchases include estimaled commiiments for additional fransmission rights that will be required to fulfill firm sales centracts.

On January 1, 2007, Generation began supplying a portion of ComEd's load through staggered SFCs resulting from an ICC-approved
“reverse auction” In 2006. Approximately 35% of the contracted supply from the 20086 auction was awarded to Generation. Under the terms of the
auction, one-third of the contracted load expired in May 2008, another one-third expired in May 2002 and the remaining load will expire in May
2010. For the period from June 2008 to May 2009, Generation was awarded standard block energy purchase contracts with ComEd through an
ICC-approved RFP. ComEd purchased the remainder of its energy load for this period on the spot market and through the existing SFCs. In
addition, In order to fulfill a requirement of the {llinois Setlement to mitigate the price risk inherent in this plan, ComEd locked in a portion of the
energy price through a five-year financial swap contract with Generation,
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The llinais Setilement Legisiation established a new competitive process, effective June 2008, for energy procurement to be managed by
the IPA, with oversight by the ICC. The IPA's plan for ComEd's procurement of energy from June 2009 through May 2010 was approved by the
ICC In January 2009. Under the IPA's plan, Generation will continue fo supply a portion of ComEd’s energy load. See Notes 2 and 8 of the

Combined Notes to Consclidated Financial Statements for additional information regarding ComEd's procuramem—reiated proceedings and the
financial swap contract.

Generation has a PPA with PECO undsr which Generation has agreed to supply PECO with all of PECO's eleciric supply heads through
2010. Generation supplies electricity to PECO from its portfolio of generation assets, PPAs and other market sources. Subsequent to 2010, PECO
will pracure all of its electricity from market sources, including Generalion. See PECO—Retall Electric Servicas, Pennsylvania Transition-Related
and Regulatory Matters for additional information regarding PECC's competitive, full-requirements energy-supply procurement process after 2010,

Capital Expenditures

Generation’s business is capital intensive and requires significant investments in energy generation and in other intemal infrastructure
projects. Generation's estimated capital expenditures for 2010 are as follows:

{In millions)
Praduction plﬁa’“ T R N G j:-"'“,’l?‘{"’.”f-‘fj’?f'f,'fi
Nuclear fuel

Total ‘ S o . oy

'\-*:1

(a) Includes Generation's share of the investment in nuclear fuel for the co-owned Salem ptant

ComEd

ComEd is engaged principally in the purchase and regulated retail sale of electricity and the provision of distbution and transmission
services to a diverse base of residential, commercial and industrial customers in narthem lllingis. ComEd is a public uiility under the llinois Public
Utilitias Act subject to ragulation by the |CGC related to distribution rates and service, the issuance of securities, and ceriain other aspects of
ComEd's business. ComEd is a public utility under the Federal Power Act subject to regulation by FERC related to transmission rates and certain
other aspects of ComEd's business. Specific operations of ComEd are also subject fo the jurisdiction of various other Federal, state, regional and
local agencies. Additionally, ComEd is subject to mandatory reliability standards set by the NERC, for which Exelon has formed a company-wide
NERC Reliability Standards Compliance Program.

ComEd's retail service territory has an area of approximately 11,300 square miles and an estimated population of 8 million. The service

territary includes the City of Chicago, an area of about 225 square miles with an estimated population of 3 mlillon. ComEd has approximately
3.8 millian customers.

ComEd's franchises are sufficient to permit it to engage in the business it now conducts. ComEd's franchise rights are generally
nanexclusive rights documented in agreements and, in some cases, certificates of public convenience issued by the ICC. With few exceptions, the

franchise rights have stated expiration dates ranging from 2010 1o 2066. ComEd anticipates working with the appropriate agencies to extend or
replace the franchise agreements prior to expiration.
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ComEd's kWh sales and peak electricity 1oad are generaily higher during the surmer and winter months, when temperature extremes create
demand for elther summer cooling or winter heating. ComEd's highest peak load occurred on August 1, 2006 and was 23,613 MW; is highest
peak load during a winter season occurred on January 15, 2009 and was 16,328 Mw.

Retail Electric Services

Under lllinois law, transmission and distribution service is ragulated, while electrc customers are allowed to purchase generation from a
competitive electric generation supplier.

As of December 31, 2008, several competitive electric generation suppliers have beon granted approval by the ICC to serve retail electricity
customers in lllincis. There are currently a minimal mumber of residential customers being served by aiternate suppliers. At December 31, 2008,
approximately 53,400 retail customers (primarily commiercial and industrial customers), representing approximately 52% of ComEd's annual retail
kwh sales, had elected to purchase their alaciricity from a competitive electric generation supplier. Customers who receive slectricity from a
competitive electric generation supplier continue to pay a delivery charge to ComEd.

Under lllinois law, ComEd is required to deliver electricity to all customers. ComEd's obligation te provide fixed-price full service electric
servica including generation supply service, which is referred to as POLR obligations, varies by customer size. ComEd’s obligation fo provide such
service to residential customers and other small customers with demands of under 100 %W continues for all customers who do not or cannot
choose a competitive electric generation supplier or who choose to retumn to the wility after taking service from a competifive electric generation
supplier. ComEd does not have a fixed-price full service obligation to many of its largest customers with dernands of 400 kW or greater, as this
group of customers has previously been dectared competitive. ComEd has full service obligations for customers with demands of 100-400 kW
through May 2010. Customers with competitive declarations may still purchase power and energy from ComEd, but only af hourly market prices.

Dalivery Service Rate Cases. In August 2005, ComEd filed a rale case with the ICC to comprehensively revise its tariffs and to adjust rates
for delivering elecfricity effective January 2007. During 2008, the ICC issued various orders associated with this case, which resulted in a total
annual rate increase of $83 million effective January 2007. ComEd and various other parties appealed the rate order to the courts. In September
2009, the lilinois Appellate Gourt affirmed the ICC’s order and denled the appeals. Several parties have asked the Appellate Court to rehear some
of the rate design issues addressed in the opinion. There is no set time in which the court must act.

In Qctober 2007, ComEd filed a rate case with the ICC for approval to Increase its dellvery service revenue requirement by approximately
$360 million. The ICC issued an order in the rate case approving a $274 million increase in the annual revenue requirement, which became
effective in September 2008. ComEd and several other parties have filed appeals of the rate order with the courts. ComEd cannct predict the
timing of resolution or the results of the appeals. In the event the order is ultimately changed, the changes are expected to be prospective.

Procurement Related Proceedings. ComEd is permitted 1o recover its electricity procurement costs from retall customers without mark-up.
Beginning on January 1, 2007, ComEd procured 100% of energy to meet its load service requirements through ICC-approved staggered SFCs
with various suppliers, including Generation. Under the terms of the auction, one-third of the contracted load expired in May 2008, ancther
one-third expired in May 2009 and the remaining load will expire in May 2010. For the period from June 2008 to May 2009, the ICC approved an
interim plan under which ComEd procured a portion of its energy load through an RFP for standard wholesale products. ComEd
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purchased the remainder of its energy load for this period on the spot market and through the existing SFCs. ComEd hedged the price of a
significant portion of energy purchased on the spot market with a five-year variable to fixed financial swap contract with Generation,

Beginning in June 2009, under the lllinvis Settlement Legislation, the [PA designs, and the ICC approves an electricity supply portfolio for
ComEd and administers a compelitive process under which ComEd pracures its electricity supply. On January 7, 2008, the ICC approved the
IPA's plan for the procurement of ComEd's expected energy requirements from June 2009 through May 2010 and a porlion of ComEd's expected
energy requirements from June 2010 through May 2011. On Decemnber 28, 2009, the ICC approved the IPA’s procirement plan covering the
period June 2010 through May 2015. See Notes 2 and 8 of the Combined Notes to Consolidated Financial Statements for additional information
regarding ComEd’s procurement-retated proceedings and the financial swap contract.

Qther, lllinois law provides that in the event an electric utility, such as ComEd, experiences a continuous power interruplion of four hours or
mare that affects (in Comed's case) 30,000 or more customers, the utility may be liable for actual damages suffered by customers as a result of
the interruption and may be responsible for reimbursement of local governmental emergency and cantingency expenses incurred in connection
with the interruption. Recovery of consequentlal damages is barred. The affected utility may seek from the ICC a walver of these liabifilies when
the utility can show that the cause of the interruption was unpreventable damage due to weather events or conditions, customer tampering, or
certain other causes enumerated in the law. During the years 2009, 2008 and 2007, ComEd does not belisve that it had any interruptions that
have triggered this damage liability or reimbursement requirement.

Consiruction Budget

GomEd's business is capitat intensive and requires significant investments primarlly In energy transmisslon and distribution facilities, to
ensure the adequate capacity and reliability of its system. Based on PJM's RTEP, ComEd has various construction commitments, as discussed in
Note 18 of the Combined Notes to Consolidated Financial Statements. ComEd's most recent estimate of capital expenditures for electric plant
additions and improvements for 2010 is $935 million.

PECO

PECO is engaged principally in the purchase and regulated retail sale of electricity and the provisicn of transmission and distribution
services ta ratail customers in southeastern Pennsylvania, inciuding the City of Philadelphia, as well as the purchase and regulated retail sale of
natural gas and the provisicn of distribution services to retall customers in the Pennsylvania counties surrounding the City of Philadelphia. PECO
is a public utility under the Pennsylvania Public Utility Code subject to regulation by the FAPUC as to electric and gas rates and service, the
issuances of cerlain securities and certain other aspects of PECQ's operations. PECQ is a public utility under the Federal Power Act subject to
regulation by FERC as to transmission rates and certain other aspects of PECO’s business and by the U.S. Department of Transportation as to
pipeline safety and other aspects of gas operations. Specific operations of PECQO are subject to the jurisdiction of various other Federal, state,
regional and local agencies. Additionally, PECO is also subject to mandatory reliability standards by the NERC, for which Exelon has a
company-wide NERC Reliability Standards Compliance Program.

PECO’s combined electric and natural gas retail service territory has an area of approximately 2,100 square miles and an estimated
population of 3.7 million. PECO provides electric delivery senvice in an area of approximately 1,900 square miles, with a population of
approximately 3.7 million,
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including 1.4 million in the City of Philadelphia. PECO supplies natural gas service in an area of approximately 1,900 square miles in southeastern
Pennsylvania adjacent to the City of Philadelphia, with a population of appraximatsly 2.3 million. PECO delivers slectricity to approximately

1.6 million customears and natural gas to approximately 485,000 customers.

PECQO has the necessary authorizations to fumnish regulated electric and natural gas service in the various municipalities or territories in
which it now supplies such services. PECO's authorizations consist of charter rights and certificates of public convenience issued by the PAPUC
and/cr “grandfathered rights,” which are rights generally unlimited as to time and generally exclusive from competition from other electric and
natural gas utllitles. In a few defined municipalities, PECO’s natural gas service territory authorizations overlap with that of another natural gas
ulility but PECCQ does not consider those situations as posing a material competitive or financial threat.

PECQ's kWh sales and load of electricity are generally higher during the summer and winter months, when temperature extremes create
demand for either summer cocling or winter heating. PECOQ’s highest peak load occurred on August 3, 2006 and was 8,932 MW, its highest peak
load during a winter season occurred on December 20, 2004 and was 6,838 MW.

PECO's gas sales are generally higher during the winter months when cold temperatures create demand for winter heating. PECQ’s highest
daily gas send out occurred on January 17, 2000 and was 718 mmef.

Retail Electric Sorvices

Pennsylvania permits competition by competitive slectric generation suppliers for the supply of retall electricity while transmission and
distribution service remains regulated. At December 31, 2009, less than 1% of PECO's residential and farge commercial and industrial loads and
6% of its small cormmercial and industrial lcad were purchasing generation service from competitive electric generation suppliers,

Under the 1998 restructuring settlement, in accordance with the Compstition Act, PECO's electric generation rates are capped through a
transition period ending Dacember 31, 2010.

During the transition period, PECO has been authorized to recover $5.3 billion of costs that might not otherwise be recovered in a
competitive market (stranded costs) with a 10.75% return on the unamartized balance through the impositicn and collection of non-bypassable
CTCe on customer bills. The 1998 restructuring settlement also authorized PECO to securitize up to $5 billion of its stranded cost recovery. At
December 31, 2009, the unamortized balance of PECCO's stranded costs, or CTC regulatory assel, was approximately $883 million, which will be
fully amortized in 2010. For 2010, PECD estimates collections of CTC revenue of $1,032 million. In 2010, to the extent the actual recoveries of
CTCs differ from the authorized amount, a guarterly or monthly reconciliation adjustment 1o the CTC rates will be made to increase or decrease
future remaining collections accordingly. The billing of CTCs will cease on December 31, 2010.

PECO has a PPA with Generation under which PECO obtains all of its electric supply from Generation through 2010. The price for this
electricity is essentially equal to the energy revenues PECO is authorized to recover fram customers as specified by PECO's 1998 restructuring
setlement mandated by the Compelition Act.

Pennsyivania Trensition-Related {_egislative and Regulatory Matters. In Pennsylvania, despite the recent decline in wholesale electricity
markel prices, there has been some continuing interest from elected officials in mitigating the potential impact of electric generation price
increases on customers
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when rate caps expire. While PECQ's retall electric generation rate cap transition period does not end until December 31, 2010, transition periods
have ended for seven other Pennsylvania electric distribution companies, and, in most Instances, post-transition electric gensration price
increases occurred. In recent years, elected officials in Pennsylvania have suggested legislation to address concems over post-transition electric
generalion price increases. Measures suggested by legislators include rate-increase deferrals and phase-ins, rate-cap extensions, a generation
tax and contributions of value by Pennsylvania utility companies toward rate-relief programs.

During 2009, PECO received PAPUC appraval of its Markel Rate Transition Phase-In Program and the setiement of its DSP Program. The
DSP Pregram, which has a 28-month term beginning January 1, 2011 and ending May 31, 2013, complies with electric supply procurement
guidelines set forth in Act 129 and will provide default electric service following the expiration of electric generation rate caps on December 31,
2010. In accordance with the D3P Pregram, PECO conducted two competitive procurements for electric supply for default electric service.
customers commencing January 2011, PECO has procured approximately 50% of the total estimated electric supply needer to serve the
residential customer class in 2011. The results of these procurements indicate a price increase of 4%, on average, over current prices for
residential customers. The aclual price change will not be known until atl the scheduled procuremenis have been completed.

See Note 2 of the Combined Notes to Consolidated Financial Statements for additional information,

Smart Meter and Energy Efficiency Programs

Smart Meler Programs. PECO Is planning to spend up to approximately $650 million on its smart meter and smart grid infrastructure. On
November 25, 2009, PECO filed a joint petition for partial settlement of its $550 million Smart Meter Procurement and Installation Plan with the
PAPUC, which was filed on August 14, 2008 in accordance with the requirements of Act 129. On January 28, 2010, the ALJ issugd an initial
decision approving the partial settlement and determining remaining cost allocation issues subject to final PAPUC approval. PECO plans to file for
PAPUG approval of an initial dynamic pricing and customer acceptance progeam in June 2010, and for approval of a universal meter deployment
plan fer jts remaining customers in 2012.

On October 27, 2009, the DOE announced its Intent to award PECC $200 million in the ARRA of 2009 matching grant funds under the
Smart Grid Investment Grant Pregram. Assuming successful completion of the DOE negotiations and PECO’s recelpt of the full award on
reasonable terms, PECO is committed to implementing expanded initial deployment of 500,000 smart meters within three years and then
accelerating universal smart meter deployment from 15 years to 10 years.

Energy Efficiency Programs. Pursuant to Act 129's energy effidency and conservation/demand (EE&C) reduction targets, PECO flled its
EE&C plan with the PAPUC on July 1, 2009. On October 28, 2009, the PAPUC issued an order providing partial approval of PECO’s EE&C plan,
The approved plan totals more than $330 million and includes the CFL program, weatherization programs, an energy efficiency appliance rebate
and trade-in program, rebates and energy efficiency programs for non-profit, educational, governmental and businéss customers, customer
incentives for energy management programs and ingentives to help customers reduce energy demand during peak periads. On December 24,
2009, PECO filed revisions to the portions of the plan not approvad based on PAPUC feedback,

Sea Note 2 of the Combined Notes to Consalidated Financial Statements for additional informatian.

Natural Gas

PECO's natural gas sales and distribution revenues are derived pursuant to rates regulatad by the PAPUC, PECO’s purchased natural gas
cost rates, which represent & portion of total rates, are subject
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to quarterly adjustments designed 1o recover or refund the difference betwaen the actual cost of purchased natural gas and the amount included in
rates. In Cctober 2008, the PAPUC approved a settlement of a gas distribution rate increase that provides for an annual revenue increase of $77
million. The approved distribution rate adjustment became effective on January 1, 2008.

PECO’s natural gas customers have the right to choose their natural gas suppliers or to purchase their gas supply from PECO at cost.
Approximately 35% of PECO's current total vearly throughput is provided by natural gas suppliers other than PECO and is related primarily to the
supply of PECO's large commercial and industrial customers. Natural gas transportation service provided to customers by PECO remalns subject
to rate regulatlon. PECC also provides bliling, metering, installation, maintenance and emergency response services at regulated rates.

PECO’s natural gas supply is provided by purchases from a number of suppliers for terms of up to two years. These purchases are primarily
delivered under long-term firm tansportation contracts. PECO's aggregate annual firm supply under these firm transportation contracts is
46 million dekathems. Peak natural gas is provided by PECO's liquefied natural gas (LNG) facility and propane-air plant. PECC also has under
contract 23 million dekatherms of underground storage through service agreesments. Natural gas from underground storage represents
approximately 30% of PECO's 2009-2010 heating season planned supplies.

Cansftruction Budget

PECO's business is capital intensive and requires significant investments primarily in energy transmission and distribution facilities te ensure
the adequate capacity and reliability of its system. Based on PJM's RTEP, FECO has various construction commitmenis, as discussed in Note 18
of the Combined Notes to Consclidated Financial Statements. PEC(O's most recent estimate of capital expenditures for plant additions and
improvements for 2010 is $500 million. See ITEM 7. Management's Discussion and Analysis of Financial Condition and Resulls of
Qperations—Liquidity and Capital Resources for further information.

ComEd and PECO
Transmission Services

ComEd and PECO provide unbundled transmission service under rates established by FERC. FERC has used its regulation of transmission
to encourage competition for wholesale generation services and the development of regional structures to facllitate regional wholesale markets.
Under FERC's open access transmission policy promulgated in Order No. 888, ComEd and PECO, as owners of transmission faclitles, are
required to provide open access fo their transmission facilities under filed tarifis at cost-based rates. ComEd and PECO are required to comply

with FERC's Standards of Conduct regulation, as amended, govemning the communication of non-public Information between the transmission
owner’s employees and wholesale merchant employees.

PJM is the ISO and the FERC-approved RTQ for the Mid-Atiantic and Midwest regions. PJM |s the transmission provider under, and the
administrator of, the PJM Open Access Tranamission Tariff (PJM Tariff), operates the PJM energy, capacity and other markets, and, through
central dispatch, controls the day-to-day operations of the bulk power system for the PJM reglon. ComEd and PECO are members of PJM and
provide regional transmission service pursuant to the PJM Tariff. ComEd, PECQ and the other transmission owners In PJM have tumed over
control of their ransmission faciiies to PJM, and thelr transmission systems are currently under the dispatch contral of PJM. Under the PJM Tariff,

transmission service is provided on a region-wide, open-access basis using the transmission faciliies of the PJM members at rates based on the
costs of transmission service.
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ComEd'’s transmission rates are established based on a formula that was approved by FERC in January 2008. FERC's order establishes the

agreed-upon treatment of costs and revenues in the determination of network service transmission rates and the process for updating the formula
rate calculation on an annual basis.

ComEd's most recent annual formula rate update filed in May 2009 reflects actual 2008 expenses and invesiments plus forecasted 2009
capital additions. The update resulted in a revenue requirement of $436 million resulting in an increase of approximately $6 million from the 2008
revenue requirement, plus an additional $4 million related to the 2008 true-up of actual costs. The 2009 revenue requirement of $440 million,
which includes the 2008 true-up, became effective June 1, 2009 and is recovered over the period extending through May 31, 2010. The regulatory

asset associated with the true-up is being amortized as the associated revenues are received. ComEd will continue to reflect its best estimate of
its anticipated true-up in the financial statements.

The Competlition Act, Pennsylvania’s electric utility restructuring legislation, was adopted in 1936 and unbundled electric generation,
transmission and distribution services. PECQ's most recently approved bundled rate for these services was approved in 1950 and established a
weighted average debt and equity return on Its electric rate base of 11.23%. As a result of PECO's 1998 restructuring settlement, retail
transmission rales were capped &l the level in effect on December 31, 1996, The cap expired on December 31, 2006, however those rates will
continue to be in effect until PECO files a raté case or there is some other specific regulatory action to adjust retail transmission rates. PECQ's
transmission rate included in the PJM Open Access Transmission Tariff Is a FERC-approved rate. This is the rate that all load serving entities in

the PECO transmisgion zone pay for transmission service. The PAPUC approves how PECO recovers this cost through its retell transmission
rates.

See Note 2 of the Combined Notes to Consolidated Financial Statements for additional information regarding transmission services.
Employees

As of December 31, 2009, Exelon and its subsidiaries had 19,329 employees in the foltowing companies, of which 8,728 or 45% are covered
by collective bargaining agreements (CBAs):

Other CBA -Employees Total
IBEW Local 15 () IBEW Local 614 Ib) agreements (c) GCavered b Emp
Generation , Lo L . - SR AT AT
ComEd 3,639 — — .
PECOLU) ’ ’ ’ R R ’ 4,254 R R
Other 89 - 27
Total ‘ T Bate o T THAse T qam T

(a} A separate CBA between ComEd and IBEW Local 15, ratified on November 20, 2008, covers appraximately 130 emplayees in ComEd’s System Services Group.

(b} 1,254 PECO craft and call center employess in the Phitadelphia eervice territory are covered by CBAs with IBEW Local 614, The CBAs expire on March 31, 2015,
Additionally, Exelon Power, an oparating unit of Genaratien, has an agreement with IBEW Local 614, which expires an March 31, 2015 and covers 242 employees.

{¢)} During 2009 and early 2010, CBAs were agraed to with the following Security Cfficers unions: Braidwood, Byron, Clinton, Dresden, Oysier Creek and TMI. The

agreements generally expira during 2012 except for the agresments at Clinton and Oyster Creek, which expira in 2013, Additionally, during 2009, a S-year agreemant was
reached with Oyster Creek Nuclear Local 1289, which will expire in 2015,

{d) Other includes shared services employees at BSC.
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Environmental Regulation
General

Exelon, Generation, ComEd and PECO are subject to regulation regarding environmental matters by the United Siates and by various states
and local jurisdictions where the Registrants operate their facilities. The U.S5. EPA administers certain Federal statutes relating to such matters, as
do various interstata and local agencies. Various state and local environmental protection agencies or boards have jurisdiction over certain
activities in states in which Exelon and its subsidiaries do business. State and local regulation includes the autherity to regulate air, water and
noise emissicns and solid waste disposals.

The Exelon board of directors is responsible for overseeing tha management of snvironmental matters. Exelon has a managsment team to
address anvironmental matters, including the CEO who also serves as Exelon’s Chief Environmental Officer; the Vice President, Corporate
Strategy and Exelon 2020; and the Corporate Environmental Strategy Dirsctor and the Environmental Regulatory Strategy Diractor, as well as
sanior management of Generation, ComEd and PECO. Performance for those individuals directly involved in environmental strategy activities is
reviewed and affects compensation as part of the annual individual psrformance review process. The Exelon board has delegated to its corporate
governance commitiee authority to oversee Exelon's strategies and efforts to protect and improve the quality of the environment, including, but not
limited to, Exelon’s climate change and sustainability policies and programs, and Exslon 2020, Exelon's comprehensive business and
environmental plan, as discussed in further detail below. The Exelon board has also delegated to its generation oversight commitiee authority to
oversee environmental, health and safety issues relating to Generation, and 1o its energy dslivery oversight committee authority to overses
environrmental, health and safely issues related to ComEd, PECO and Exelon Transmission Company.

Water

Under the Federal Clean Water Act (Clean Water Act), NPDES permits for discharges inta waterways are required to be obtained fram the
U.S. EPA or from the state environmental agency to which the permit program has been delegated and must be renewed periodicatly. All of
Generation's power generation facilities discharging industrial wastewater into waterways are subject to these regulations and operate under
NPDES permits or pending applications for renewals of such permits after being granted an administrative extension.

In July 2004, the U.S. EPA issued the final Phase I rule implementing Section 316(b) of the Clean Water Act. The Clean Water Act requires
that the cooling water intake structures at eleciric power plants reflect the best technology availabie to minimize adverse environmenta! impacts.
The Phase H rule established national performance standards for reducing the impact on aquatic organisms at existing power piants and provided
each facility with a number of compliance options and permitted site-specific variances based on a cost-benefit analysis. The requirements were
intended 1o be implemented through state-level NPDES permit programs. All of Generation's powsr generation facllities with cooling water
systems ara subjaci {o this regulation. Facilities without closed-cycle recirculating systems (e.g., cooling lowers) are potentially most affected.
Those facilities are Clinton, Gromby, Dresden, Eddystone, Fairless Hills, Handley, Mountain Creek, Oyster Creek, Peach Bottom, Quad Cities,
Salem and Schuylkill. Following legal challenges to the Phase Il Rule, the Rule has besn withdrawn and remanded to the U.5. EPA for revisions
consistent with the courts’ decisions. In the interim, Generation has been complying with the requirements of the state permitting agencies, which
are administering the Rule pursuant to their best professional judgment untit a new final Rule is issued by the U.S. EPA. On January 7, 2010, the
MNJDEP issued a draft NPDES permit for Oyster Creek that would require the installation of cocling towers within seven years after the effective
date of the permit. Oyster Creek will continue to operate under its current permit, issued in 1984, until the draft permit is
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finalized after a period of public comment. Generation believes the public comment period and regulatory process could {ake up 10 two years
befare a final permit is issued. Should the permit be issued in its current form, Generation estimates it would be required to have cooling towers in
operation by 2018,

Generatian estimales that the cost to retrofit Qyster Creek with closed-cycle coaling towers would be approximately $700 million to $800
million. This cost estimate includes construction materials and labor, lost capacity and energy revenue during construction, and other ongoing
operations and maintenance costs. Generation believes that these additional costs would call inte question the economic viability of operating
Qyster Creek until the expiration of its current cperating license in 2029, and Generation would close Oyster Creek if either the final Section 318(b)
regulations or NJDEP requirements have performance standards that require the installation of cooling towers. Closure of Oyster Creek could
result in reliability issues assoclated with the transmission system. Generation believes the perod allowed for compliance will be sufficient to
address any transmission reliability issues before operations at Oyster Creek are shut down. For example, shoulg PJM require the plant to operate
under a “reliability-must-run” order, Generation would be allowed full recovery of its costs to operate until the transmission issues are resolved.

In 2005 and 2008, the |llincis EPA issued NOVs to Gensration alleging violations of state groundwater standards at the Braidwood, Dresden
and Byron generaling statlons. Exelon and Generation are in litigation with the: Hlinois EPA regarding these NOVs and cannot determine the
outcome of these matters but believe their ultimate resolution should not, after consideration of reserves established, have a material impact on
Exelon’s or Generation's respective results of operations, cash flows or financial position. See Mote 18 of the Combined Notes to Consolidated
Financial Statements for discussion of NOVs raceived by Generalion related 1o viokations of lllinois state groundwater standards.

Generation is also subject to the jurisdiction of certain other state and regional agencies and compacts, including the Delaware River Basin
Commission and the Susquehanna River Basin Commission.

Solid and Hazardous Waste

The CERCLA, as amended, provides for immediale response and removal actions coordinated by the U.S. EPA in the event of threatened
releases of hazardous substances into the environment and authorizes the U.8. Government either to clean up sites at which hazardous
substances have created actual or potential environmental hazards or to order persons respansible for the situation to do so. Under CERCLA,
generators and transporters of hazardous substances, as well as past and present owners and operators of hazardous wasla sites, are strictly,
jointly and severally liable for the cleanup costs of waste at sites, most of which are listed by the U.S. EPA on the National Priorities List (NPL).
These PRPs can be ordered io perform a cleanup, can be sued for costs assodated with a U.S. EPA-directed cleanup, may voluntanly settle with
tha U.S. Government concerning their iability for cleanup costs, or may voluntarily begin a site investigation and site remediation under state
oversight prior to listing on the NPL. Various states, including lllinois and Pennsylvania, have also enacted statutes that contain provisions

substantially similar to CERCLA. In addition, the RCRA govemns freatment, storage and disposal of solid and hazardous wastes and deanup of
sites where such activities were conducted.

Generation, ComEd and PECO and their subsidiaries are or are likely to become parties to progceedings initiated by the U.S. EPA, state
agencies and/or other responsible parties under CERCLA and RCRA with respect 1o a number of sites, including MGP sites, or may undertake fo
Investigate and remediate sites for which they may be subject to enforcement actions by an agency or third party. ’
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MGP Sites

MGPs manufacturer gas in lllinois and Pennsytvania from approximately 1850 to the 1950s. ComEd and PECO generally did not operate
MGPs as corporate entities but did acquire MGP sites as parl of the absorption of smaller utilities, for which they may be liable for snvironmantal
remediation. ComEd and PECO perform a detailed study of the MGP reserve on an annual basis and believe that appropriate reserves have been
recarded. Since ComEd, pursuant ta an ICC order, and PECO, pursuant to the joint settlement of the 2008 gas distribution rate case, are
recovering environmental costs of remediation of the MGP sites through a provision within customer rates, future estimated recovaries are
recorded as a regulatory asset. See Note 18 of the Combined Notes he Consolidated Financial Statements for additional information.

Costs of Environmental Remediation .

At December 31, 2009, Exalon had ascruad $175 million, consisting of $17 million, $113 million, and $45 million at Generation, ComEd and
PECO, respectively, for varnous enviranmental investigation and remediation altemnatives. Exelon has recorded a regulatory asset of $143 miflion,
consisting of $103 million and $40 million at ComEd and PECO, respectively, related to the racovery of MGP ramediation costs. See Notes 18 and
19 of the Combined Notes to Consolidated Financial Statements for additional information.

The amount to be expended in 2010 at Exelon for compliance with envirenmental remediation is expected fo total $23 million, consisting of
$1 million, $19 mitlion and $3 millian at Generation, ComEd and PECO, respectively. in addition, Generation, ComEd and PECO may be required
to make significant additional expenditures not presently determinable.

Cotter Corporation

The U.S. EPA has advised Cotter Corporation, a former ComEd subsidiary, that it is potenfially liable in connection with radiclogical
contamination at a site known as the West Lake Landfill in Missouri. On May 29, 2008, the U.S. EPA issued a Record of Decision approving the
ramediation option submitted by Cotter and the two other PRPs. Generation, which assumed ComEd's potential liability, has accrued what it
believes to be an adequate amount within the estimated cost range to cover its anticipated share of the liability. See Note 18 of the Combined
Notes to Consolidated Financial Stalements for additional information.

Air

Air quality regulations promulgated by the U.8. EPA and the various state and local environmental agencies in lllinois, Massachusetis,
Pennsylvania and Texas in accordance with the Federal Clean Air Act and the Clean Air Act Amendments of 1890 (Amendments) impese
restrictions on emission of particulates, sulfur dioxide (S0;), nitrogen oxides (MO,), mercury and other pollutants and require permits for operation
of emission sources. Such permits have been obtained by Exelon’s subsidiaries and must be renewed periodically.

The Amendments establish a comprehensive and complex national program to substantially reduce air pollution, including a two-phase
program to reduce acld raln effects by significantly reducing emissions of $0; and NO, fram power plants. Flue-gas desulfurization systems (30,
scrubbers) have been installed at all of Generation’s coal-fired units.

In addition to Faderal and state regulatery activities, several legislative proposals regarding the controt of emissions of air pollutants from a
variety of sources, including generating plants, have been proposed in the Unlted States Congress. For example, several mulli-pollutant bills have
been
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introduced in past years that would reduce generating plant emissions of NO,, SO, mercury and carbon. At this time, Generation can provide no
assurance that new legisiative and reguiatory proposals, if adopled, will not have a significant effect on Generation’s operatiens, cash flows, or
financial position.

See Note 18 of the Combined Notes to Consolidated Financial Stalements for additional information regarding national dean air legislation
in the forms of the CAIR and CAMR, in addition to Keystone's compliance with the Acid Rain Program Phase Il limits and NOVs issued fo
Generation and ComEd for violations of the Clean Air Act.

Global Climate Change

Exelon believes the evidence of global climate change is compelling and that the energy industry, though not alone, is a significant
contriputor o the human-caused emissions of GHGs that many in the scientific community believe contribute to global climate change. Exelon, as
a producer of electricity from predominantly low-carbon generating facilities (such as nuclear and hydroelectric), has a relatively small GHG
emission profile, or carbon footprint, compared to other demestic generators of electricity. By virtue of its significant investment in low-carben
intensity assats, Generation's emission intensity, or rate of carbon dioxide (CO,) emitted per unit of electricity generated, is among the lowest in
the industry. Exelon dces produce GHG emissions from the direct combustion of fossil fuels, primarily at its generating plants; CO,, methane and
nitrous oxide are all emitted in this process, with CQ» representing the largest portion of these GHG emissions. GHG emissions from Ganeration's
combustion of fossil fuels represent approximatety 80% of Exelon's total GHG emissions; this is also a highly variable component of its GHG
emissions to forecast due to the primarily intermediate and peaking profile of Exelan's fossil generating flest. Howaver, onty approximately 6% of
Exelon’s total electric supply is provided by Hs fossil fuel generating plants. Other GHG emission sources at Exelon include naturat gas (methane)
leakage on the gas pipeline system and the coal piles at its generating plants, sulfur hexafluoride (SFs) leakage in its electric operations and
refrigerant leakage from its chilling and cooling equipment as well as fossil fuel combustion in its moetor vehiclas and usage of electricity in its
facilitins. Despite its small carbon footprint, Exelon believes its aperations could be significantly affected by the possible physical risks of climate
change and by mandatory programs to reduce GHG emissions. Ses llem 1A. Risk Factars for information regarding the market and financial,
regulatory and legislative, and operational risks assosiated climate change.

5See Note 18 of the Combined Notes lo Consolidated Financial Statements for additional information regarding intemnational, Federal,
regional and state climate change legislation and regulation and its potential impact on Exelon.

Exslon’s Voluntary Climate Ghange Efforts. In a world increasingly concerned abcut global climate change, nuclear power as well as other
virtually non-GHG emitting power will play a pivotal role. As a result, Exelon'’s low-carbon generating fieet is seen by management as a
compelitive advantage. Exelon believes that the significance of its low GHG emission profile can only grow as paolicymakers take action to address
global climate change.

Despite Exelon’s low GHG emission inventary and the absence of a mandatory national program in the United States, Exelon is actively
engaged in voluntary reduction efforis. Exeion announced on May 6, 2005 that # had established a voluntary goal fo reduce fts GHG emissicns by
8% from 2001 levels by the end af 2008. Exelon made this pledge under the U.S. EPA's Climate Leaders program, @ voluntary
industry-gavernment partnership addressing climate change. The U.S. EPA confirmed on April 8, 2009 that Exelon achieved its 2008 voluniary
GHG reduction goal through its planned GHG management efforts, including the retirement of older, inefficient fossil power plants, reduced
leakage of 8Fg, increased use of renewable energy and its current energy efficlency initiatives. Based on its verified GHG emissions inventory,
Exelon's 2008 carbon dioxide-equivalent (CO,-e) emissions were 9.7 million metric tons.

23

Source! EXELON CORP, 10-K. Fetruary 05, 2010 Powared by Mofningstar” Document ResearchS™



Jable of Contents
Compared ta its 2001 baseline of 15.7 million metric tons of COx-e emissions, Exelon achieved a reduction of nearly 6.0 million metric tons (a 38%

reduction below baseline) at the end of 2008. The cost of achisving the voluniary GHG emiissions reduction goal did not have a raterial effect on
Exslon's results of operations, cash flows or financial position.

In 2008, Exslon expanded its commitrment to GHG reduction with the announcement of a caomprehensive business and environmental
strategic plan. The plan, Exelon 2020, details an enterprise-wide strategy and a wide range of initiatives being pursued by Exelon io reduce
Exelon's GHG emissions and those of its customers, communities, suppliers and markets. Exelon 2020 sets a goal for Exelon to reduce, offset, or
displace more than 15 million matric tons of GHG emiasions per year by 2020 (from 2001 levels).

Through Exelon 2020, Exelon is pursuing three broad strategies: reducing or offsetting its own carbon footprint, helping customers and
communities reduce their GHG emissions, and offering more low-carbon electricity in the marketplace. Initiatives to reduce Exelon’s own carbon
footprint include reducing building energy consumplion by 25%, reducing vehicle fleet emissions, impraving the efficiency of the generation and
delivery system for electricity and natural gas, and developing an industry-leading green supply chain. Plans to help customers reduce their GHG
emissions include ComEd's new porifolio of energy efficiency programs, a similar portfolio of energy efficiency programs at PECO to meet the
reguirements of the recently enacted Act 128, the implementation of smart-meters and reakime pricing programs and a broad array of
communication initiatives to increase customer awareness of approaches to manage their energy consumption. See Note 2 of the Combined
Notes to Consolidated Financial Statements for further information regarding ComEd and PECO smart grid filings and stimulus grant applications.
Finalty, Exelon will offer more low-carbon electricity in the marketplace by Increasing its investment in renewabie power and adding capacity to
existing nuclear plants through uprates.

Exelon has incorporated Exelon 2020 into its overall business plans and has an crganized implementation effort underway. This
implementation effort includes a periodic review and refinement of Exelon 2020 initiatives in light of changing market conditions. Exelon has
recently completed a perigdic review of the original analysis of the costs and abatement potential of various em|ssions-reducing opportunities and
remains committed to achleving the goal put forward In 2008, Specific initiatives and the amount of expenditures to implement the plan will depend
on economic and policy developments, and will be made on a project-by-project basis in accordance with Exelon’s normal project evaluation
standards.

FutureGen Alliance

Exedon supports efforts to develop new technologies to help reduce GHG emissions but recognizes that many opportunities to invest in new
and emerging technologies are nat yet commercially viable without Federal and state financial support. On January 30, 2010, Exelon announced
that Generation intends to become a member of the FutureGen Alliance {FutureGen), which has been established to help fund a clean coal
technolegy demonstration plan in Mattoon, lllinois. The praposed arrangement between Generatlon and FutureGen is subject to a number of
conditions, including the execution of definitive agreements for participation by Generation and other contributing members. The proposed
arrangement contemplates that Generation would make phased contributions of up to $32.1 million over a pericd of up to six years, commencing
with the execution of a Cooperative Agreement between FutureGen and the DOE to provide partial funding for the project. Contributing members
wauld have rights to withdraw from participation before a decision is made to start actual construction of the project or If there are insufficient funds
to complete the project. Construction of the project is dependent on funding from contributing members, a grant of more than §1 billion from DOE,
and financing from other sources.

Renewable and Atemative Energy Portfolio Standards

Thirty-three states have adopted some form of RPS requirement. As previously described, llinois and Pennsylvania have laws specifically
addressing energy efficiency and rengwable energy initiatives. in addition to stale level activity, RPS legislation has been considered and may be
considered again in the future by the United Stales Congress. Also, stales that currentty do not have RPS requirements may defemine {o adopt
such legislation in the future.
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The llinois Settiement Leglslation required that procurement plans implemented by elecric utilities include cost-effective renewable anergy
resources In amounts that equal or exceed 2% of the total electricity that each electric utility supplies 1o iis eligible retail customers by June 1,
2008, increasing to 10% by June 1. 2015, with a goal of 25% by Juna 1, 2025. Utilties are allowed to pass-through any costs from the
procurement of these renewable resources subject to legislated rate impact criteria. ComEd progured approximately $12 million in RECs under the
ICC-appraved RFP for the period June 2008 through May 2008, On May 13, 2008, the ICC approved the results of an RFP to procure RECs for a

tatal cost of $31 million for the period June 2008 through May 2010. See Note 2 of the Combined Notes to Consalidated Financial Statements for
additional information.

The AEPS Act mandaies that 1.5% to 8.0% and 4.2% to 10.0% of electric energy sold by an ¢lectric distribuion company or electric
generation supplier to Pennsylvania retail electric customers shall he generated from Tier | and Tier Il alternative energy resources, respedtively,
as measured in AECs. Dyring 2009, PECO entered into agreements with accepted bidders, including Generation, for the purchase of 412,000

AECs annually for five years beginning no later than December 31, 2009. This agreement along with the five-year agreement entered info
during 2008 for the purchase of 40,000 AECs annually were executed In accordance with its PAPUC approved plan to acquire and bank
approximetely 450,000 non-solar Tier | AECs annually for a five-year term in order to prepare for 2011, the first year of PECO's requived
compliance with the AEPS Act following the completion of its electric generation rate cap transition period.

In August 2009, the PAPUC approved a joint petitior filad by PECQ ang various interveners for expedited approval of PECO'S early
procurement and banking of up to 8.000 solar Tier 1 AECs annuaily for ten years. On January 25, 2010, the PAPUC approved the fixed-price
agreement solar AEC procurement results. PECO plans o enter into the fixed-price agreements by February 8, 2010,

While Generation is not directly affected by RPS or AEPS legislation from a compliance perspective, increased deployment of renewable
and altemative anergy resources will affect regional energy markets and, at the same tima, may present some opportunities for sales of
Generation's renewable power, including from Generation's hydroelectric and landfill gas generating stations and wind energy PPAS.

See Note 2 of the Combined Maotes to Consolidated Financial Statements for additional information.

Executlve Officers of the Registrants as of February 5, 2010

Exelon

Name Age Posltion )

Rowe, John W. 64 Chairman and Chief Executive Officer, Exelon; Chairman, Generation

Crane, Christopher M. 51 President and Chief Operating Officer, Exelon and Generation

Clark, Frank M. 64 Chairman and Chief Executive Officer, ComEd

C'Brien, Denis P. 49 Exscutive Vice President, Exelon; Chief Executive Officer and Prasident, PECD

Gillis, Ruth Ann 55 Executive Vice President and Chief Administrative and Diversity Officer, Exelon; President,
Exeion Business Services Company

McLean, lan P. 60 Executive Vice President, Exelon and Chief Executive Officer, Exelon Transmission Company

Moler, Elizabeth A 61 Executive Vice President, Government Affalrs and Fublic Policy

Von Hoane Jr., William A 56 Executive Vice President, Finance and Legal

Zopp, Andrea L. 53 BExecutive Vice President and General Counsel

Comew, Kenneth W. 44 Sepior Vice President, Exelon; President, Power Team division r.vf Generation

Hilzinger, Matthew F. 46 Senlor Vice President and Chief Financial Officer

DesParte, Duane M. 45 Vice President and Corporate Controller
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Generation

Chairman and Chief Executive Officer, Exelon; Chairman

President and Ghlef Operating Officer; Exelon and Generation

Senior Vice President; President and Chief Nuclear Officer, Exelon Nuclear

Senior Vice President, Exelon; President, Power Team

Senior Vice President, Exelon Generation, Acting President Exclon Power

Senior Vice President and Chief Financial Officer, Exelon (Principal Financial Officer)

Vice Preskient and Assistant Corporate Controller, Exelon; Chief Accounting Gfficer (Principal
Accounting Officer)

Chairman and Chief Executive Officer

President and Chief Qperating Officer

Executive Vice President, Legislative and Extemal Affairs

Executive Vice Presidant, Operations

Senior Vice President, Regulatory and Energy Policy and General Counsal
Senior Vice President, ComEd Corporate Affairs

Senior Vice President, Custorner Operations

Senior Vice President, Chief Financial Officer and Treasurer

Vice President and Controller

Executive Vice President, Exelon; Chief Executive Officer and President
Senior Vice President and Chief Operating Officer

Senior Vice President and Chief Financial Officer

Vice President, Regulatory Affairs and Gaeneral Counsel

Vice President, Governmental and Extarnal Affairs

Vice President and Controlier

Name Age Position
Rowe, John W, 64

Crane, Christopher M. §1

Pardee, Charles . 50

Cornew, Kenneth W. 44

Beneby, Doyle N. S0

Hilzinger, Matthew F. 48
Galvanoni, Matthew R. 7

ComEd

Name . Age Pasition
Clark, Frank M. 64
Prameggiore, Anne R, 51

Hooker, John T. 61

Donnelly, Terence R. 49

Bradford, Darryl M. 54

Butler Jr., Calvin G. 40

Marquez, Fidel 48

Trplk Jr., Joseph R. 40

Waden, Kevin J. 38

PECO

Name Age Position
O'Brien, Denis P. 49

Adams, Craig L. 57

Barnett, Phillip S. 48

Bonney, Paul R. 51

Diaz Jr., Romuio L. 83

Acevedo, Jorge A. 38

Each of the above executive officers holds such office at the discretion of the respective Registrant's board of directors or governing body,
as applicable, until his or her replacement or earlier resignation, retirement or death.

Prior to his election to his listed positions, Mr. Rowe was Chairman, Chief Execulive Officer and President of Exelon from 2004 to 2008 and
has served as Chairman and Chief Executive Officer of Exelon since 2002.

Prior to his election i his listed position, Mr. Crane was Executive Vice President, Exelon and Chief Operating Officer, Generation from
2007 1o 2008: Senlor Vice President, Exelon, and President and Chief Nuclear Officer, Exelon Nuclear from 2004 to 2007.

Saurce: EXELON CORP, 10-K, February 05, 2010
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Pricr to his election to his listed positions, Mr. Clark was Executive Vice President and Chief of Staff of Exelon ahd Prasident of ComEd from
2004 to 2005. Mr. Clark is listed as an exacutive officer of Exelon by reason of his pesition as the Chairman and Chief Executive Officer of
ComEd.

Prior to his election to his listed position, Mr. O'Brien was President of PECO from 2003 to 2007.

Prior to her election to her listed position, Ms. Gillis was Executive Vice President, Exelon and President, Exglon Business Services
Company from 2008 through 2009, Previously, she was Senior Vice President, Exelon and President, Exelon Business Services Company from
2005 to 2008; and Senior Vice President, Exelon, and Executive Vice President, ComEd from 2004 to 2005.

Prior to hls election to his listed position, Mr. McLean was Executive Vice President, Finance and Markets from 2008 to 2009; and Executive
Vice President, Exelon and Prasident of the Exelon Power Team division of Generation from 2002 to 2008,

Prior to her election to her listed position, Ms. Moler was Execulive Vice President, Govemnmental and Environmental Affalrs and Public
Policy from 2002 through 2009.

Prior to his electicn 1o his fisted position, Mr. Von Hoene was Executive Vice President and General Counsel from 2008 {o 2008; Senior Vice
President and General Counsel, Exelon from 2006 to 2008; Senior Vice President and Acting General Counsel, Exelen from 2005 to 2006; and
Senior Vice President and Deputy General Counsel, Exelon from 2004 to 2005.

Prior to her election 1o her listed position, Ms. Zopp was Executive Vice President, Exelon and Chief Human Resources Officer from 2008
through 2008; Senior Vice President, Exelon and Chief Human Resources Officer from 2007 10 2008; Senior Vice President, Human Resources,
Exelon fram 2006 to 2007; and Senior Vice President, General Counsel and Corporate Secretary, Sears Holding Corporation from 2003 to 2005.

Prior to his election to his listed position, Mr. Cornew heid the following positions in the Power Team divislon of Generation: Senior Vice
President, Trading and Crigination from 2007 10 2008 and Senlor Vice President, Power Transactions and Wholesale Marketing from 2004 to
2007,

Prior to his election to his listed position, Mr. Hildnger was Senior Vice President, Exelon and Corporate Controller from 2005 to 2008; and

Vice President, Exelon and Corporate Controller from 2002 to 2005, Mr. Hizinger was Principal Accounting Officer for ComEd and PECTO through
December 31, 2006.

Prior to his election to his listed position, Mr. DesParte was Vice President, Finance of BSC from 2007 to 2008 and Vice President, Exelon
Energy Dellvery from 2004 to 2006,

Prior to his election to his listed position, Mr. Pardee was Senior Vice President, Generalion and Chief Nuclear Officer, Exalon Nuclear from
2007 to 2008; Senior Vice President and Chief Operating Officer, Exelon Mudlear from 2005 to 2007; and Senior Vice President Enginesting and
Technical Services from 2004 to 2005.

Frior to his slection te his listed position, Mr. Bensby was Vice President, Power Operations from 2008 to 2008; Vice President, Construction
and Maintenance, PECO from 2008 to 2008; Vice President, Electric Qperations, PECO from 2005 to 2006; and Vice Prasident, Enginesring and
Systern Performance, Exelon Energy Delivery from 2004 to 2005.
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Prior to his election o his listed position, Mr. Galvanoni was Vice President and Controller, ComEd and PECO from 2006 through 20089;
Director of Financial Reporting and Analysis, Exelon during 2006; and Director of Accounting and Reporting, Generaticn from 2004 to 2005,

Prior to her election to her listed position, Ms. Pramaggiore was Executive Vice President, Customer Operations, Regulatory and External
Affairs from 2007 to 2009; Senior Vice President, Regulatory and External Affairs, ComEd from 2005 to 2007; and Vice President, Regulatory andg
Etrafegic Services from 2002 to 2005.

Prior to his electlon to his listed position, Mr. Hooker was Senlar Vice President, State Governmental Affairs and Real Estate and Facilities
from 2008 to 2009; Senior Vice President, ComEd, Legislative and External Affairs from 2005 to 2008; and Senior Vice President, Exelon Energy
Delivery Real Estate and Froperly Management from 2003 ta 2005.

Prior to his election to his listed position, Mr. Donnelly was Senior Vice President, Transmission and Distribution, ComEd from 2007 through
2009; Sanior Vice President, Technical Services, ComEd and PECQ in 2007; and Vice President, Transmission and Substations, ComEd and
PECO from 2004 through 2007.

Prior to his election to his listed position, Mr. Bradfard was the Senior Vice President and General Counset of ComEd from 2007 through
June 2009; Vice President, General Counsel, ComEd from 2005 to 2007; and Vice President, Associate General Counsel, ComEd from 2003 to
2007.

Frior to his election to his listed position, Mr. Butler was Seniar Vice President, Large Customer Services, State Legislative and Gavernment
Affairs, ComEd from May 2008 to January 2010; Vice President, State Legislative and Government Affairs, ComEd from 2008 to 2009; Senior
Vice President, External Affairs, RR Donnelley from 2005 to 2008; and Vice President of Operations, Pontiac Division, RR Donnelley from 2004 to
2005.

Prior to his election 1o his listed position, Mr. Marquez was Vice President of External Affairs and Large Gustomer Services from 2007 to May
2009, and Vice President of External Affairs, ComEd, from 2004 to 2007.

Prior to his election to his listed position, Mr. Trpik was Vice President and Assistant Gorporate Confroller, Exelon, from 2004 through 2009,

Prior to his election to his listed position, Mr. Waden was Director of Accounting Operations, ComEd from 2007 through 2009; and Direcior
of Financlal Reporting and Accounting Research, Exelon Enargy Deliveary, LLC from 2003 through 2006.

Prior to his election to his listed position, Mr. Adams was Senior Vice President and Chief Supply Officer, BSC from 2004 to 2007.

Prior to his election to his listed position, Mr. Barnett was Senior Vice President, Corporate Financial Planning, Exelon, from 20056 to 2007;
and Vice President Finance, Exelon Generation from 2003 to 2005.

Prior to his election to his listed position, Mr. Bonney was Vice President and Deputy General Counsel, Regulatory from 2001 to 2006.

Prior to his election to this listed position, Mr. Diaz was Associate General Counsel, Exelon from 2008 through 2009; City Solicitor, City of
Philadelphia from 2005 through 2008; and Chair of the Commercial and Regutatory Law Group, Gity of Philadelphia from 2002 through 2005.

Prior to his electicn 10 his lisied position, Mr. Acevedo was Assistant Controller of Generation from 2007 through July 2009; and Director of
Accounting, Power Team, fram 2003 through 2007.
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ITEM 1A, RISK FACTORS

Each of the Reqistrants operates In a market and regulatory environment that poses significant risks, many of which are beyond each
Reglistrant's control. Management of each Registrant regulardy meets with the Chief Risk Officer and the RMC, which is comprised of officers of
the Registrants, to identify and evaluate the most significant risks of the Registrant’s businesses, and the appropriate steps fo manage and
mitigate those risks, The Chief Risk Officer and senior executives of the Registrants discuss those risks with the Risk Oversight and Audit
Commitiees of the Exelon Board of Directors and the ComEd and PECO Boards of Directors. In addition, the Exelon Board of Directors’
Generation Oversight and Energy Delivery Oversight Committees, respectively, evaluate risks related to the generation and energy delivery
businesses. The risk factors discussed below may adversely affect one or mare of the Registrants’ results of operations and cash flows and the
market prices of their publicly-traded securities. Each of the Registrants has disclosed the material risks known to it to affect its husiness at this
time. However, there may be further risks and uncerainties that are not presently known or that are not currently believed to be matenal that may
in the future adversely affect its performance or finandial condition.

The Registrants’ most significant risks arise as a consequence of: (1) Generation's position as a predominantly nuclear gensrator setling
power inta competitive wholesale markets, and (2) the role of both ComEd and PECO as operators of electric transmission and distribufion
syslems in two of the largest metropolitan areas in the United States. The Registrants’ major risks fall primarily under the categories of markst and
financial risk, regulatory and legislative risk, and operational risk.

First, Exelon and Generation have exposure to certain market and financial risks, including the risk of price fluctuations in the wholesale
power markets. Wholesale power prices are a function of supply and demand, which in turn are driven by factors such as the price of fuels, and in
particular the price of natural gas and coal, that drive the wholesale market prices that Generation’s nuclear power plants can command, the rate
of expansion of subsidized low carpon generation such as wind energy in the markets in which Generatlon's output is sold, and the ¥mpacts on
energy demand of factors such as weather, economic conditions and implementation of energy efficiency and demand response programs.

Second, the Registrants face regulatory and legisiative risks, induding changes to the laws and regulations that govern compelitive markels
ant utitty cost recovery, and that drive environmental policy. In particular, Exelon's and Generation’s financial perioimance may be adversely
affected by changes that could affect Generation's ability to sell the power it produces and sell into the competitive wholesale power markets at
market-based prices. In addition, potential legistation regarding climate change and renewable portfolio standards could increase the pace of
development of wind energy facilities, which could put downward pressure in some markets on wholesale market prices for electricity from
Generation’s nuclear assets, partially offsetting any additional vaiue Exelon and Generation could hope to derive from Generation’s nuclear assets
under a carban constrained regulatory regime that might exist in the future,

Third, the Registrants face a number of operational risks, including those risks inherent in running the nation’s largest heet of nuclear power
reactors and large electric distribution systems. The safe and effective operation of the nuclear faclities and the ability to effectively manage its
associated decommissioning obligations as well as the ability to maintain the avaitabliity, reliability and safety of its energy delivery systems are
fundamental ta Exelon's ability to protect and grow shareholder value.

Finally, the cperating costs of ComEd and PECO and the opinions of customers and regulators of ComEd and PECO are affacted by those
companies’ ability to maintain the availability, reliability and safety of their energy delivery systems. A discussion of each of these risks and other
risk facters Is included below,
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Generation Is exposad to price fluctuations In the wholesale power market, which may negatively impact its results of operations.
(Exelon and Generation)

Generation fulfills its energy supply commitments from the output of the generating faciliies that it owns as well as through buying electricity
under long-term and short-term contracts in both the wholesale bilateral and spot markets. The excess or deficlency of energy owned or controlled
by Generation compared 1o Its obligations exposes Generation to the risks of rising and falling prices in those markets, and Generation's cash
fiows may vary accordingly. Generation’s cash flows from generation that Is not used to meet Generation's long-term supply commitments are
largely dependent on wholesale prices of electricity and Generation’s ability to successfully market energy, capacity and ancillary services,

The wholesale spot market price of electricity for each hour is generally determinad by tha cast of supplying the next unit of electricity to the
market during that hour. Many times, the next unit of slectricity will be supplied from generating stations fueled by fossil fuels. Consequently, the
open-market wholesale price of electricity likely reflects the cost of fossil fuels plus the cost to convert to electricity. Therefors, changes in the
supply and cost of fossil fuels generally affect the open market wholesale price of electricity. in the event that altemative generation resources,
such as wind and solar, are mandated through RPS or otherwise subsidized or encouraged through climate legislation and addad to the supply,
they could displace a higher cost fossil plant, which could reduce the price at which market participants sell their electricity. This could then reduce
the market price at which all generators in that region, including Generation, wauld sell their output.

The market price for electricity is also affected by changes in the demand for electricity. Economic conditions, weather, and increases in
energy efficiency and demand response can impact demand and prevent higher-cost generating resources from being called upon, effectively
lowering the market price received for electricity.

The continued sluggish economy in the United States has led to reduced demand for electricity and lower prices for electricity and ather
cornmodities, which will adversely affect the Registrants’ financial condition, results of operations and cash flows. This could adversely affect the
Registrants' ahility to pay dividends or fund other discretionary uses of cash such as growth projects. The weak world economy reduced the
international demand for coal, oil and natural gas, and led to sharply lower fossil fuel pricas putting downward pressure on electricity prices. The
use of new technologies to recover natural gas from shale deposits is expected fo increase natural gas supply and reserves, which will tend to
place further downward pressure on natural gas prices and could reduce Generation's revenues. A slow recovery of the economy could result in a
prolonged depression of or further decline in commodity prices, which could adversely affect Exelon's and Generation's resullts of operations, cash
flows and financial position.

In addition to price fluctuations, Generation Is exposed to other risks of the wholesale power market that are beyond its control, which
may negatively impact its results of operations. (Exelon and Generation)

Credif Risk. In the bilateral markets, Generation is exposed to the risk that counterparties that owe Generation money, or are obligated to
purchase energy or fuel from Generation will not perform their ohligations for operational or financial reasons. In the event the counterparties to
these arrangements fail 1o perform, Generation might be forced to purchase or sell energy or fuel in the wholesale markets at less favorable prices
 and incur additional losses, to the extent of amounds, if any, already paid to the counterparties. In the spot markets, Generation is exposed to the
risks of whatever default mechanisms exist in that market, some of which attempt to spread the risk across all
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participants, which may or may ot be an effective way of lessening the severity of the risk and the amounts at stake. Generation is also a party to
agreements with entities in the energy sector that have experienced rating downgrades or other financial difficutties. In addition, the retail
businesses subject Generation to credit risk through competitive eleciricity and natural gas supply activilies thet serve commerclal and industrial
companies. Retail credit risk results when customers default on their cantractual obligations. This risk represents the loss that may be incurred due
{o the nonpayrent of a customer’s account balance, as well as the loss from the resale of energy previously committed to serve the customer.

Unstable Markets. The wholesale spot markets are evolving markets that vary from region to region and are st developing practices and
procedures. Problems in or the failure of any of these markets could adversely affect Generation’s business. In addition, a significant decrease in
market participation could affect market liquidity and have a detrimentai effect on market stability. :

Market performance and other economic factors may decrease the value of decommissioning trust funds and benefit plan assets or
Increase the related obligations, which then could require significant additional funding. {Exelon, Generatian, ComEd and PECOQ)

Disruptions in the capital markets and their actual or perceived effects on particular businesses and the greater economy may adversely
affect the value of the investments held within Exelon’s employee benefit plan trusts and Genaration’s NDTs. The Registrants have significant
obligations in Ihese areas and Exelon and Generation hold substantial assets in these trusts. The asset values are subject to market fluctuations
and will yield uncertain returns, which may fall below the Registrants’ projecied return rates. A decline in the market value of the NDT fund
investments may increase the funding requirements to decommission Generation's nuclear plants. A decline in the market vaiue of the pension
and cther postretirement benefit plan assets will increase the funding requirements associated with Exslon's pension and other postretirement
benefit plans. Additionally, Exelon’s pension and other postretirement benefit plan liabilities are sensitive 1o changes in interest rates. As interest
rates decreass, the liabilities increase, potentially increasing benefit costs and funding requirements. Changes in demographics, inciuding
increased numbers of retirements or changes in life expectancy assumptions, may also increase the funding requiremants of the obligations
related to the pension and other postretirement benefit plans. Also, if future increases in pension and other postretirement costs as a result of
reduced pian assets or other factors are not recaverable from ComEd and PECO customers, the results of operations and financial positions of
ComEd and PECO could be negatively affected. Ulimately, if the Registrants are unable to successfully manage the decommissioning trust funds
and benefit plan assets and obligations, their results of operations and financial pesitiens could be negatively affected,

Disruptions in the capital and credit markets and increased volatility in commodity markets may adversely affect the Regisirants’
businesses in several ways, including the availability and cost of short-ferm funds for liquidity requirements, the Registrants’ ability to
meet long-term cammitments, Generation’s ability to hedge effectively its generation portfolio, and the competitiveness and liquidity of
energy markets: each could adversely affect the Registrants’ financial condition, results of operations and cash flows. (Exston,
Generation, ComEd and PECQ)

The Registrants rely on the capital markets, particularly for publicly-offered debt, as well as the banking and commercial paper marksts, to
meet their financial commitments and short-term liquidity needs if internal funds are not avallable from the Registrants' respective operations.
Further disruptions in the capital and credit markets, or further deterioration of the banks' financial condition could adversely affect the Registrants'

ability to draw on their respective bank revolving credit facilities. The Registrants™ access to funds under those credit facilities is dependent on the
ability of the banks that
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are parties to the facilifies to meet their funding commitments. Thase banks may not be able to meet their funding commitments to the Registrants
if they experience shortages of capital and liquidity or if they experience excessive volumes of borrowing requests from the Registrants and other
borrowers within a short paried of time. Longer term disruptions in the capital and credit markets as a result of uncertainty, changing or increased
regulation, reduced alternatives or failures of significamt financial institutions could result in the deferral of discretionary capital expenditures,
changes o Ganeration's hedging strategy to reduce collateral-posting requirements, or a reduction in dividend payments or other discretionary
uses of cash.

The strength and depth of competition in competitive energy markets depends heavlly on active participation by muitiple trading parties,
which could be adversely affected by distuptions in the capltal and credit markets and legislative and regulatory initiatives thet may affect
participants in commodities transactions. Reduced capital and liquidity and fallures of significant institutions that participate in the energy markets
could diminish the Bquidity and competitiveness of energy merkets that are important to the respective businesses of the Registrants. Perceived
weaknesses in the competitive strength of the energy markets could lead 10 pressures for greater regulation of those markets or attempts to
replace those market structures with other mechanisms for the sale of power, including the requirement of long-term contracts such as the
financial swap contract between Generation and ComEd as described further In Note 2 of the Combined Notes to Consolidated Financia)
Statements, which could have a material adverse effect on Exelon’s and Generation’s resulis of operations and cash flows.

if the Registrants were to experlence a downgrade in thair credit ratings below investment grade or otherwise fall to satisfy the credit
standards of trading counterparties, they would be required to provide significant amounts of collateral under their agreements with
counterparties and could experience higher borrowing costs. (Exelon, Generation, ComEd and PECO)

Generation's trading business is subject to credit quality standards that may require market participants to post collateral for their obligations.
If Generation were to be downgraded or lose Its investment grade credit rating (based on is senior unsecured debt rating) or otherwise fall to
satisfy the credit standards of trading counterparties, it would be required under trading agreements to provide collateral in the form of letters of
credit or cash, which may have a materlal adverse effect upon its liquidity. The amount of collateral required to be provided by Generation at any
point in time is dependent on a variety of factors, including (1) the notional amount of trading positions, (2) the nature of counterparty and related
agreements, and (3) changes in power or other commadity prices. In addition, if Generation were downgraded, it could experience higher
borrowing costs as a result of the downgrade. Generation could experience s downgrade in its ratings if any of the credit rating agencies
concludes that the level of business or financial risk and overall creditworthiness of the power generation industry or Generation has
deteriorated. Changes in ratings methodologies by the agencles could also have a negative impact on the ratings of Generation.

ComEd's financial swap contract with Generation and its operating agreement with PJM contain collateral provisions that are affected by its
cradit rating and market prices. If certain wholesale market conditions exist and ComEd were to lose its investment grade credit rating {based on
its senior unsecured debt rating), it weuld be required under the financlal swap contract with Generation to provide collateral In the form of letters
of credit or cagh, which may have a material adverse effect upan its liquidity. Coltateral posting by ComEd under the financial swap will generally
increase as forward market prices fail and decrease as farward market prices rise. Conversely, collateral requirements under the PJM operating
agreement will generally increase as market prices rise and decrease as market prices fall. Given the relationship to market prices, contract
collateral requirements can be volatile. In addition, if ComEd weare downgraded, it could expetience higher horrowing costs as a result of the
downgrade.
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PECQ's operaling agreement with PJM and its natural gas procurement contracis contain collateral provisions that are affected by its credit
rating. If certain wholesale market conditions exist and PECO were to lose its investment grade oredit rating (basad on its senior unsecured debt
rating), it would be required to provide collateral in the form of letters of credit or cash, which may have a material atdverse sffect upon its liguidity.
PECO'’s collateral requirements relating to its natural gas supply contracts are a function of market prices. Collateral posting requiremants for
PECO with respect to these contracts will generally increase as forward market prices fall and decrease as forward market prices rise. Given the
relationship to forward market prices, contract collateral requirements can be volatile. In addition, If PECO were downgraded, it could experience
higher borrowlng costs as a result of the downgrade.

Either or both ComEd and PECO could experience a downgrade in its ratings if any of the credit rating agencies concludes that the level of
business or financial risk and overall creditworthiness of the utility industry in general or ComEd or PECO in particular hag deteriorated. ComEd of
PECO could experience a downgrade if the current supportive ragulatory enviranment in Hlinois or Pennsylvania becomes less predictable by
materially lowering returns for utilities in the state or adopting other measures to manage higher electricity prices. Additionally, the ratings for
ComEd or PECO could be downgraded if either company’s financial results are waakenad from current lavels due to weaker operating
performance or due to a failure to properly manage its capital structure. In addition, changes in ratings methodologies by the agencies could also
have a negative impact on the ratings of ComEd or PECO.

ComEd ang PECO conduct their respective businesses and operate under governance models and other arrangements and procedures
intended to assure thal ComEd and PECO are trealed as separate, independent companies, distinct from Exefon and other Exelon subsidiaries in
order ta isolate ComEd and PECO from Exslon and other Exelon subsidiaries in the event of financial difficudty at Exelon or another Exelon
subsidiary. These measures (commonly referred to as “ringfencing”) may help avoid or limit a downgrade in the credit ratings of ComEd and
PECO in the event of a reduction in the credit rating of Exelon. Despite these ringfencing measures, the credit ratings of ComEd and PECQ could
remain linked, lo some degres, to the credit ratings of Exelon. Consequently, a reduction in the credit rating of Exelon could result in a reduction of
the credil rating of ComEd ar PECQ, or both. A reduction in the credit rating of CaomEd or PECQ could have a material adverse effect on ComEd
or PECO, respeclively.

See Liquidity and Capital Resources—Recent Market Conditions and Security Ratings for further information regarding the potential impacts
of credit downgrades on the Registrants’ cash flows.

Results of operations may be negatively affected by increasing costs. (Exelon, Generatlon, ComEd and PECO}

Inflation affects the Registrants through increased aperaling costs and increased capital costs for plant and equipment. In addition, the
Registrants face rising medical benefit costs, including the current costs for active and retired employees. These medical bensfit costs are
increasing at a rate that is significantly greater than the rate of generat inflation. Additionally, it is possibie that these costs may increase at a rate
that is higher than anticipated by the Registrants. if the Registrants are unable 1o successfully manage their medical benefit costs, pension costs,
or other increasing costs, their resulis of operations could be negatively affected.

33

Source: EXELON CORP. 10-K, February 05, 2010 ' Powered by Meiningstar® Document ResearchS®



Table of Contents
Market and Financial Risks Continued

Generation's financial performance may ba negatively affected by price volatility, availablity and other risk factors associated with the
procurament of nuclear and fossil fuel, (Exelon and Generation)

Generation depends on nuciear fuel, coal, natural gas and oil (o operate its generating faciiies. Nuclear fuel is obtained predominantty
through long-term uranium concentrate supply contracts, contracted conversion services, contracted enrichment services and contracted fue!
fabrication services. Coal, natural gas and oil are procured for generating plants through annual, short-term and spot-market purchases. The
supply markets for nuclear fuel, coal, natural gas and oil are subject to price fluctuations, availability restrictions and counterparty defauit that may
negatively affect the resuits of operations for Generation. It is not possible to accurately predict the future cost or availability of these commodities.

Generation’s risk management policies cannot fully eliminate the risk associated with its commodity trading activities. (Exelon and
Generation)

Generation's asset-based power position as well as its power marketing, fuel procurement and other commadity trading activities expose
Generation to risks of commedity price movements. Generation attempts to manage this exposure through enforcement of established risk limits
and risk management procedures, These risk imits and risk management pracedures may not work as planned and cannot eliminate all risks
associated with these activities. Even when its policies and procedures are followed, and decisions are made based on projections and estimates
of future perlormance, results of operations may be diminished if the judgments and assumptions underlying those decisions prave 10 be incorrect.
Factors, such as future prices and demand for power and other energy-related commodities, become more difficult to predict and the calculations
become less rellable the further into the future estimates are made. As a result, Generation cannot predict the impact that its commodity trading
activities and risk management decisions may have on its business, operating results or financlal position.

Power Team buys and sells energy and other producis in the wholesale markets and enters into financial contracts to manage risk and
hedge various positions in Generation's power generation portfolic. The proportion of hedged positions in its power generation portfolio may cause
volatility in Generation's future results of operations.

Generation may not be able to effectively respeond to increased demand for energy. (Exelon and Gensration)

Generation's financial growih may depand in part on its ability 1o respond to increased demand for energy. Y demand for electricity rises in
the future, it may be necessary far the market to increase capacity through the construction of new generating facilities. Development by
Generatlon of new generating facilities would require the commitment of substantial capital resources, including access 1o the capital markets. The
wholesale markets for eleciricity and certain states’ statutes contemglate that future generation will be bullt in those markets at the risk of market
participants. Thus, the ability of Generation ta recover the costs of and to eam an adequate return on any future investmant in generating facilities
will be dependent on its ability to build, finance and efficlently operate facllities that are competitive in those markets. Additionally, construction of
new generating facilities by Generation in markets in which it currently competes would be subject to market concentration tests administered by
FERC. If Generation cannot pass these tests administered by FERC, it could be limited In how it responds to increased demand for energy.
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Financial performance and load requirements may be adversely affected if Generation is unabla to effectively manage its power
portfolio. (Exelon and Generation)

A significant portion of Generation’s power portfolic is used to provide power under a long-term PPA with PECO and procurement contracts
with ComEd and other customers. To the extent portions of the power portfolio are not needed for that purpose, Generation’s output Is sold in the
wholesale market. To the extent its power portfolio is not sufficient to meet the requirements of Its customers under the related agreements,
Generation must purchase power in the wholesale power markets, Generation's financial results may be negatively affected i it is unable to

cost-effectively meet the load requirements of its customers, manage its power portfolio and effectively handle the ¢changes in the wholesale power
markets. :

Challenges to tax positions taken by the Registrants as well as tax law changes and the inherent difficulty in quantifying petential tax
offects of business decisions, could negatively impact the Registranis’ resuits of operations and cash flows. (Exelon, Generation,
ComEd and PECO}

1999 sale of fossil generating assets. The IRS has challenged Exelon's 1999 tax position on an involuntary conversion and Wke-kind
exchange transaction. If the IRS is successfulin its challenge, it would accelerate future income tax payments and increase inlerest expense
related to the deferred tax gain that would become currently payable. As of December 31, 2008, Exelon's and ComEd's potential cash outflow,
including tax and interest (after tax), could be as much as $1.1 billion excluding penalties. If the deferral were successfully challenged by the IRS,
it could also negatively affect Exelon's and ComEd’s results of operations by up to $300 million (after tax) related to interest expense. In addition to
attempting to impose tax on the above transactions, the IRS has asseried penalties for a substantial understatament of tax, which could result in
an after-tax charge of $196 million to Exelon’s and ComEd’s results of operations should the IRS pravail in asserting the penalties. The timing

effects of the final resclution of this matter are unknown. See Note 10 of the Combined Notes to Consolidated Financial Statements for additionaf
information.

Tax reserves and the recoverability of deferred tax assets. The Registrants are required to make judgments in order to estimate their
obligations to taxing authorities. These tax obligations include income, real estate, sales and use and employmeant-related taxes and ongoing
appeals issues related to those tax matters. These judgments includa reserves for potential adverse outcomes regarding tax positions that have
been taken that may be subject to challenge by the tax authorities. The Regisirants also estimate their ability ta utilize tax benefits, induding those
in the form of carryforwards for which the benefits have already been reflected, and tax credits. See Motes 1 and 10 of the Combined Notes to
Consolidated Financial Statements for additional information.

Increases in customer rates and the impact of economic downturns may iead to greater expense for uncollectible customer balances.
Additionally, increasing rates could lead to decreased volumes delivered. Both of these factors may decrease ComEd’s and PECO's
results from operations and cash flows. (Exelon, ComEd and PEGQ)

ComEd’s current procurement plan includes purchasing power through contracted suppliers and the spot markel. Purchagsed power prices

fluctuate based on the supply and demand for electricity, which could lead to higher tustomer bills and potentially additional uncollectible accounts
expense.

The cost of PECO's purchased power, which is provided by Generation through a PPA, is capped as part of the transition period through
2010. For service following the end of PECO's transition period, PECO will purchase power on the apen market, with no retum or profit to PECO,
which may significantly increase the cost of power PECO procures and in tum increase costs to the customer. The increase in rates could cause
customer usage to decrease, resulting in lower transmission and distribution revenues and lawer prafit margins for PECQ.
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Gas rates charged o PECO customers are comprised primarily of purchased natural gas cost charges, which provide no retumn or profit to
PECO, and distribution charges, which provide a return or profit to PECQ, Purchased natural gas cost charges, which comprise most of a
customer’s blll and may be adjusted quarterly, are designed for PECO to recover the cost of the natural gas commadity and pipeline transportation
and storage services that PECO procures to service its customers. Gas rates may change quarterly based on market conditions, which may lead
to higher prices and potentially additional uncollectible accounts expense. PECO's cash flows can be affected by differences batween the time
period when natural gas is purchased and the ultimate recovery from customers. If purchased natural gas cost charges increase substantially
reflecting higher natural gas procurement costs incurred by PECO, customer usage may decrease, resulting in lower distribution chargss and
lower profit margins for PECO,

In addition to increased purchased power for ComEd and PECO customers and purchased natural gas costs for PECO customers,
economic downturns and the related limitations on service termination may result in an increase in the number of uncollectible customer balances,
which would negatively impact ComEd's and PECO’s results from operations and cash flows.

In accordance with PAPUG regulations, after November 30 of any year and before April 1 of the following year, an electric distribution utility
or natural gas distribution wutility cannot terminate service to customers with household incomes at or below 250% of the Federal poverty level. As
a result, PECO may be delayed in stopping service to customers who are delinquent in their bills, which increases PECO’s uncollectible accounts
expense.

The lllinois Settiement Legislation prohibits utillties from terminating electric service to an lllinols residential space-heating customer due to
nonpayment, extending from December 1 of any year through March 1 of the following year. ComEd's ability to disconneet non space-heating
residential customers is also affected by certain weather restrictions, at any time of year, under the llinols Public Utlities Act. As a result, ComEd
may be delayed in stopping service to customers who are delinquent in thelr hills, which could increase ComEd’s uncollectible accounts expense.,

The effects of weather may impact the Registrants’ results of operations and cash flows. (Exelon, Generation, ComEd and PECO)

Temperatures above normal levels in the summer tend to increase summer cooling electricity demand and revenues, and temperatures
below normal levals in the winter tend to increase winter heating electricity and gas demand and revenues. Moderate temperatures adversely
affect the usage of energy and resulting revenues. Exireme weather conditions or damage resulting from storms may stress ComEd’s and PECC's
transmission and dislribution systems, resulting in increased maintenance and capital costs and limiting each cornpany’s ability to meet peak
customer demand. These extreme conditions may have detrimental effects on ComEd's and PECO’s results of aperations and cash flows.

Generation's operations are also affected by weather, which afiects demand for electricity as well as operaiing canditions. To the extent that
weather is warmer in the summer or colder in the winter than assumed, Generation may require greater resources to meet ils contractual
commitments. Extreme weather conditions or storms may affect the avaltablilty of generation and its transmission, limiting Generation's ability to
source or send power to where it is sold. In addition, drought-like conditions can impact Generation’s ability to run certain generating assets at full
capacily. These conditions, which cannot be accurately predicted, may have an adverse effect by causing Generation to seek additional capacity
at a time when wholesele markets are tight or to seek to sell excess capacity at & time when those markets are weak.
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Certain long-lived assets recorded on the Regisfrants® statements of financial position may become impaired, which would result in
write-offs of the impalred amounts. (Exelon, Generation, ComEd and PECO)

The Registrants evaluate the carrying value of longived assets to be held and used for impairment whenever indications of impairmeant
exist. The camying value of a long-lived asset is considered impaired when the carry value is not recoverable and excesds its fair value. The
carrying value of a leng-lived asset is not recoverable if it exceeds the sum of the undiscounted cash flows expected to result from its usae and
eventual disposition. In the event that a longived asset is impaired, a loss would be recognized based on the amount by which the carrying value
exceeds the fair value. Fair value is determined primarily by available market valuations or, if applicable, future discounted estimated cash flows or
other valuation methods. Factors such as the business dimale, inchuding current energy and market conditions, and the condition of assets are
considered when evaluating long-lived assets for impairment. An impairment would require Generabion 1o reduce the long-lived asset through a
charge (o expense by the amount of the impairment, and such an impairment could have a malerial adverse impact on Exelon’s and Genaration's
results of ocperations.

Exelon and ComEd both had approximately $2.6 billion of goodwill recorded at December 31, 2009 in connection with the merger between
PECO and Unicom Corporation, the former parent company of ComEd. Under GAAF, goodwill will remain at its recorded amount unless it is
determined to be impaired, which is generally based upan an annual analysis that compares the implied fair vaiue of the goodwill to its carrying
value. If an impaiment occurs, the amount of the impaired goedwill will be written-off and expensed, reducing equity.

The actual timing and amounts of any goodwill impairments will depend on many sensitive, interrelated and uncertain variables, including
changing interest rates, utility sector market performance, ComEd's capital structure, results of ComEd's rate proceedings, operating and capital
expenditure requirements and other factors, some not yet known. Such a potential impairment waould be a noncash charge, which could have a
material impact on Exelen’s and ComEd's operafing resulis.

See ITEM 7. Management's Discussion and Analysis of Financial Condition and Results of Oparation—Critical Accounting Pollcles and
Estimates and Nate 6 of the Combined Notes to the Consolidated Financial Statements for additicnal discussion on goodwill impairments.

The Registranis’ businesses are capital intensive and the casts of capital projects may be significant. (Exelon, Generation, ComEd and
PECO}

The Registrants’ businesses are capital intensive and require significant investments in energy generation and in other imternal infrastructure
projects. The Registrants' results of operations could be adversely affected if they were unable to effectively manage their capital projects or raise
the necessary capital. See Item 1 of this Form 10-K for further information ragarding the Registrants’ potential future capital expenditures.

Exelon and its subsidiaries have guaranteed the performance of third parties, which may rasult in substantial costs in the event of
non-performance. (Exelon, Generation, ComEd and PECQ)

The Registrants have issued certain guarantees of the performance of others, which obligate Exelon and its subsidiaries to perform In the
ovent that the third parties do not perform. In the event of non-performance by the third parties, the Registrants could incur substantial cost to fulfill
their obligations under these guarantees. Such performance guarantees could have a material impact on the operating results, financial conditlen,
or cash flows of the Registrants. See Note 18 of the Combined Notes to Consolidated Financlal Statements for additional information.
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Dus to its dependence on Its two most significant customers, ComEd and PECO, Generation will be negatively affected In the event of
non-performance or change in the creditworthiness of either of its most significant customers. (Exelon and Generation)

Generation currently provides power under procurement contracts with ComEd for a significant portion of ComEd's eleciricity supply
requirements and a PPA with PECO to meet 100% of PECO's electricity supply requirements through 2010. In addition, Generation entered into a
financlal swap contract with ComEd, effective August 2007, to hedge a portion of ComEd's electricity supply requirements through May 2013.
Consequently, Generation is highly dependent on ComEd's and PECO's continued payments under these procurement contracts and the PPA
and would be adversely affected by negative events affecting these agreements, including the non-performance or a significant change in the
creditworthiness of either ComEd or PECO. A default by ComEd or PECO under these agreements would have an adverse effect on Generation's
results of operations and financial position.

Generation's business may be negatively affected by competitive slectric generation suppliers. (Exelon and Generation)

Because retail customers in bath lllingis and Pennsylvania can switch from ComEd or PECO to a compeditive eleclric generation supplier for
their energy needs, planning to meet Generation's obligation to provide the supply needed to serve Generation’s share of the ComEd load and to
supply PECOQ with all of the energy PECO needs to fulfill its default service obligation is more difficult than planning for retail lcad before the
acivent of retall competition. Before retail competition, the primary varlables affecting projections of load were weather and the economy. With
retail competition, another major faclor is the akility of retail customers to switch to competitive electric generation suppliers. if fewer of such
customers switch from ComEd or PECO than Generation antlcipates, the ComEd and/or PECO load that Generation must serve will be greater
than anticipated. which could, if market prices have increased, increase Generation's cogis (due to its nesd ta go ta market ta caver its
incremental supply obligation) more than the increase in Generation’s revenues. f more of such customers switch than Generation anticipates, the
ComEd and/or PECO Ioad that Generation must sarve will be lower than anticipated, which could, if market prices have decreased, cause
Generation to lose opportunities in the market.

Regufatory and Legisiative Risks

The Registrants’ generation and energy dellvery businesses are highly regulated and could be subject to adverse legislative actions.
Fundamental changes in regulation or legisiation could dlsrupt the Reglstrants’ business plans and adversaly affect their aperations
and financlal resuits. (Exelon, Generation, ComEd and PECO)

Substantally all aspects of the businesses of the Registrants are subject to comprehensive Federal or state regulation. Further, Exelon’s and
Generation’s operating results and cash flows are heavily dependent upon the ability of Generation to sell power at market-based rates, as
opposed to cost-based or other similarly regulated rates, and Exelon's, ComEd's and PECO's operating resulis and cash flows are heavily
dependent an their ability to recover their costs for purchased power and their costs of distribution of power to their customers. In their business
planning and in the management of their operations, the Registrants must address the effects of regulation of their businesses and changes in the
regulalory framework, including initiatives by Federal and state legislatures, RTOs, ratemaking jurisdictions and taxing authorities, Fundamental
changes in regulations or other adverse legislative actions impacting the Registrants’ businesses would require changes in their business planning
madels and operations and could adversely affect their aperating results, cash flows and the value of their aszets.

Legislative and regulatory deveiopments related to cimate change and RPS may also significantly affect Exelon’s and Generation’s
operating results, cash flows and the value of their assels. Various
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proposals for climate legislation and GHG regutbation, if enacted into law, could result in increased costs to entities that generate eleciricity through
carbon-amitting fossil fuels, which could increase the market price at which all generators in that region, inciuding Generation, may sell their
output, thereby Increasing the revenue Generation could realize from its low-carbon nuclear assets. However, legislation regarding dimate change
and RPS could also increase the pace of development of wind energy facilities in the Midwest, which could put downward pressure on wholesale
market prices for electriclty from Generation's Midwest nuclear assets, partially offsetting any additional value Exelon and Generation coutd hope
to derive from Generation’s nuclear assets under a carbon constrained regulatory regime that might exist in the future. The Registrants cannot
predict when or whether any of these various legislative and regulatory proposals may become law or what their effiect will be on the Registrants.

Generation may be negatively affected by possible Federal legislative or regulatory actions that could affect the scope and functiening
of the wholesale markets. (Exelon and Generation)

Federal and state legisiative and regulatory bodles are facing pressures to address consumer concerns that energy prices in wholesale
markels exceed the marginal cost of gperating nuclear plants, claims that this difference is avidence that the competitive model is not working, and
resulting calls for some form of re-regulation, the elimination of marginal pricing, the imposition of a generation tax, or some other means of
reducing the earnings of Generation and its competitors. As the energy markets continue to mature, a low number of wholesale market power
participants entering procurement proceedings may alse influence how certain regulators and legislators view the effectiveness of these
competitive markets.

The criticism of restructured electricity markets, which has escalated in recent years as retall rate freezes expired and prices of electricity
increased with rising fuel prices, is expected to continue in 2010. A number of advocacy groups have urged FERC to reconsider its support of
competitive wholesale electricity markets and require the RTOs to revise the rules goveming the RTO-administarad markets, Generation is
dependent on wholesale energy markets and open transrission access and rights by which Generation delivers power to its wholesale
customers, including CemEd and PECQO. Gensration uses the wholesale regional energy markets to sell power that Gensration does not need to
satisfy its long-term contractual obligations, and to purchase power to mest obligations nat provided by its own rescaurces. These wholesale
markets allow Generation to take advantage of market price opporunities but also exXpose Generation 1o market risk.

Wholesale markets have onfy been implemented in certain areas of the country and each market has unique featurss, which may create
trading barriers batween the markets. Approximately 80% of Generalion's generating resources, which include directy-owned assets and capacity
obtained through long-term contracts, are located in the region encompassed by PJM. Generation's future results of operations will depend on
(1) FERC’s continued adherence to and support for policies that faver the development of competitive wholesale power markets, such as the PJM
market, and (2) the absence of material changes to market struciures that would limit or otherwise negatively affect the competitivenass of the
PJM market, such as, for example, withdrawal of significant participants from the regional wholesale markats. Generation could also be adversely
affected by efforts of slate legislatures and regulatory authorilies to respond to the concems of consumers of others about the costs of energy that
are reflected through wholesale markets.

in particutar, the advocacy groups oppose the RTOs' use of a “single clearing price” for alectricity sold in the RTO markets utlizing locational
marginal pricing. FERC conducted conferences which led to a rulemaking on Wholesale Campetition in Regions with Crganized Elecliic Markets.
On October 17,
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2008, FERC issued a Final Rule, Order No. 719, to improve the operation of organized wholesale electric markels in the areas of (1} demand
response and market pricing during periods of operating reserve shortage; (2) lang-term power contracting; {3) market-monitoring policies; and
{4) the responsivenass of RTOs and [SOs. A number of entities have filed requests for rehearing with FERC. The outcome of this FERC
rulemaking process could significantly affect Generation's resulis of operations, financial pusition and cash flows.

In addition, on June 21, 2007, FERC issued a Final Rule on Market-Based Rates for Whoiesale Sales of Electric Energy, Capacity and
Ancillary Services by Public Utilities. FERC provided clarification to the Final Rule on December 14, 2007. The Final Rule made a number of
changes in FERC's market-based rate analysis and required several market power update filings by Generation, ComEd and PECO, the first of
which was made on January 14, 2008. As discussed in more detail in Note 2 of the Combined Notes to Consclidated Financial Statements, during
2009, FERC issued three orders accepting Exelon's filings, and therefore affirmed that Exelon’s affiliates with market-based rates can continue to
make market-based sales. Accordingly, the application of the Final Rule has not had and is not currently expected 10 have a material adverse
effect on Exelon's and Generation’s results of aperations, although the longer term impact will depand on how FERC applies the Final Rule as its
enforcement of the rule matures with time and experience.

Currently, legistation under consideration in Congress and rulemakings under consideration by the Commodity Futures Trading Commission
would require over-the-counter derivative producis to be moved ko exchanges or be centrally cleared. Powsr Team currently has substantial
unsecured credit with various counterparties available for over-the-counter derivative transactions that coulkd require Generation, or its
counterparties, to post additional collateral if they were moved to an exchange or cenlrally deared. These rula changes could reduce overall
market liquidity and participation, which is a threat to the competitive market model. In addition, these changes could significantly affect
Generaticn's cash flows.,

Generstion's affiliation with ComEd and PECO, together with the presence of a substantial percentage of Generation’s physical asset
base within the ComEd and PECO service territorles, could increase Generation's cost of doing business to the extent future
complaints or challenges regarding ComEd andfor PECO retall rates result in settlements or leglislative or ragulatory requirements
funded In part by Generation. (Exelon and Generation)

Generation has significant generating resources within the service areas of ComEd and PECO and makes sighificant sales to each of them.
Those facts tend to cause Generation to be directly affected by developments in those markets. Government officials, legislators and advocacy
groups are aware of Generation’s affiliation with ComEd and PECO and its sales to each of them. In periods of rising utility rates, particularly when
driven by increased costs of energy production and supply, those officials and advocacy groups may question or challenge costs incurred by
ComEd or PECO, including transactions between Generation, on the one hand, and ComEd or PECO, on the other hand, regardiess of any
previous regulatory processes or approvals underlying those transactions. The prospect of such challenges may incraase the time, complexity and
cost of the associated regulatory proceedings, and the accurrence of such challenges may subject Generation to a level of scrutiny not faced by
other unaffiliated competitors in those markets. In addition, government officials and legislators may seek ways 10 force Generatian to contribute to
efforts to mitigate potential or actual rate increases, through measures such as generation-based taxes and confributions to rate-relief packages.
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Legislators or regulators may respond to anticipated increases In rates following the and of the retail electric generation rate cap
transition period in Pennsylvania on December 31, 2010 by enacting laws or regulations aimed at restricting or controlling those rates
or by establishing rate relief programs that could require significant funding from PECO and/or Generation that could adversely affect
PECO and/or Generation's resuits of operations. (Exelon, Generation and PECD)

In Pennsylvania, there has been sorme continuihg interest from legisiators and reguiators in mitigating the poténtial impact of etecinic
generation price increases on customers when rate caps expire. Although Act 129 provides guidelines associated with elactricity procurement that
support competitive, market-based procurement, elected officials have suggested rate-cap extensions, a generation tax and conlributions of value
by Pennsylvania ulflity companies toward rate-refief programs. PECO and Generation cannot predict whether any of these measures will become
law or whether elected officials or regulators might take aclion that could have a material impact on the procurement process. If the price that
PECCQ is allowed to hill ta customers for efectricity is below PECQ's cost to procure and dellver electricity, PECO expects that it will suffer adverse
consequences, which could be material.

The lllinois Settlement Legislation enacted In 2007 providing rate relief to lilinois electric customers and requiring other changes in the
electric industry In lieu of harmful alternatives such as rate freezes, caps, or a lax on generation, could be reversed or modified by new
legisiation that could be harmful to ComEd and Generation. (Exelon, Genaration and ComEd)

The INinois Settlement Legislation enacted in 2007 reflects the llinois Settement reached by ComEd, Generation, and other utilities and
generators in lllincis with various parties concluding discussions of measures to address higher electric bills experienced in llinois since the end of
the \egislatively mandated transition and rate freeze al the end of 2008. The 1llinois Settiement Legisiation addressed those concemns without
implementing a rate freeze, generation tax, or other alternative measures that Exelon believes would have been harmful to consumers of
electricity, electric utilities, generators of electricity and the State of lllincis. For more information regarding potential risks assoctated with such
legislation, see “lllinois Settlement Agreement™ and “Retail Electric Services™ in ITEM 1 of this Form 10-K. Although the lllinois Setilement
Legislation allows the contributars to the rate relief to terminate thelr funding commitments and recover any undisbursed funds set agide for rate
relief in the event that, prior to August 1, 2011, the lllinois General Assembly passes fegislation that freezes or reduces electric rates of or imposes
a generation tax on parties to the lllincis Settlement, there is no guarantee that such legisiation will not be passed and enacted in lllincis. The
experience In Winois in 2007 suggests a risk that the linois General Assembly may threaten extreme measures again in tne future in an altempilo
force sleciric utilities and generatars ta make further concessions. Such legislation, if enacted, could have a material adverse effsct on ComEd
and Generation's results of operations, financial position, and cash flows.

The Registrants may incur substantial costs to fulfill thelr obligations related to environmental and other matters. (Exelon, Generation,
¢omEd and PEGCO)

The businesses in which the Registrants operate are subject to extensive environmental regulation by local, state and Federal authoriies.
These laws and regulations affiect the manner in which the Registrants conduct their operations and maké capital expenditures. These regulations
affect how the Regisirants handle air and waler emissions and solid waste disposal and are an important aspect of teir operations. Violations of
these emission and disposal requirements can subject the Regisirants to enforcement actions, capital expendiiures to bring existing facilities into
compliance, additional operating costs or operating restrictions to achieve compliance, remediation and clean-up costs, civil penalties, and
exposure lo third parties’ claims for alleged health or properly damages. In addition, the Registrants are subject to liability under these laws for the
costs of remediation of environmental contamination of
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property now or formerly owned by the Registrants and of property contaminated by hazardous substances they generate. The Registrants have
incurred and expect to incur significant costs related to environmental compliance, site remediation and clean-up. Remediation activities
assoclated with MGP operations conducted by predecessor companies will be one companent of such costs. Also, the Registrants are currently
involved in a number of proceedings relating 1o sites where hazardous substances have been deposited and may be subject to additional
proceedings in the future.

If application of the Section 316(b} of the Clean Water Act regulations establishing & national requirement for reducing the adverse impacts
to aquatic organisms at existing generating stations requires the retrofitting of cooling water intake structures at Oyster Creek, Salem or other
Exelon power plants, this could result in material costs of corapliance. The amount of the costs required to retrofit Oyster Creek may alse
negatively impact Generalion’s decision to operate the plant after the Section 316(b) of the Clean Water Act matter is ultimatsiy resolved.
Additionally, Generation is subject 1o expasura for asbestos-related persanal injury liability alleged at certain current and formerly owned
generation facilities. Future legislative action could require Generation to make a material contribution to a fund to settle lawsuits for alleged
asbestos-related disease and exposure,

In some cases, a third party who has acquired assets from a Registrant has assumed the liability the Registrant may otherwise have for
envircnmental matters related to the transferred praperty. if the transferee fails to discharge the assumed liability, a regulatery authority or injured
person could attempt to hold the Registrant responsible, and the Registrant’s remedies against the transferee may be limited by the financial
resources of the transferee. See Note 18 of the Combined Notes to Consolidated Financial Statemeants for additional information.

Changes in ComEd’s and PECO's terms and conditions of service, including their respective rates, are subject to regulatory approval
proceedings and/or negotiated settlements that are at times contentious, lengthy and subject to appeal, which lead to uncertainty as to
the ultimats result and which may introduce time delays In effectuating rate changes. (Exelon, ComEd and PECO)

ComEd and PECQ are required 1o engage in regulatory approval procesdings as a part of the process of establishing the terms and rates for
their respective services. These proceedings typically involve multiple parties, including governmental bodies and officials, consumer advocacy
groups and various consumers of energy, who have differing concerns but who have the common objective of limiting rate increases or even
reducing rates. The proceedings generally have timelines that may not be limited by stafute. Decisions are subject to appeal, potentially leading to
additional uncertainty associated with the approval proceedings. The potential duration of such proceedings creates a risk that rates ulEimately
approved by the applicable regulatory body may not be sufficient for ComEd or PECO to recover its costs by the time the rates become effective.
Established rates are also subject to subsequent prudency reviews by slate regulatars, whereby various portions of rates can be adjusted,
including rates for the procurement of electricity or gas and the recovery of costs related to MGP remediation, smart grid infrastructure, and energy
efficiency and demand response programs.

In certain instances, ComEd and PECO may agree to negotiated settlements related to various rate matters, cusiomer initiatives or franchise
agreements. These seltlements are typically subjecl to regulatory approval.

ComEd and PECQ cannot predict the ullimate autcomes of any settlements or the actions by lllinois, Pennsylvania or Federal regulators for
establishing rates, including the extent, if any, to which certain costs such as significant capital projects will be recovered or what rates of return
will be allowed. Nevertheless, the expectation ig that ComEd and PECO will continue to be obligated to
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deliver electricity to customers in their respective service teritories and will also retain significant POLR and default service abligations to provide
electricity service to certain groups of customers in jts service area who choose to obtain their electricity from the uBllity.

The ultimate cutcome of these regulatory actions will have a significant effect on the ability of ComEd and PECO, as applicable, to recover
their costs and could have a material adverse effect on ComEd's and PECO's results of operations and cash flows. Additionally, lengthy
proceedings and time delays in implementing new rates relative to when costs are actually ingurred could have a material adverse effect on
ComEd's and PECO’s results of operations and cash flows,

Federal or additional state RPS andfor energy conservation legistation along with energy conservation by customars could negatively
affect the results of operations and cash flows of ComEd and PECQ. (Exefon, ComEd and PECQ)

Changes to current state legislation or the development of Faderal legislation that requires the use of renewable and altemate fuel sources,

such as wind, solar, blomass and geotharmal, could significantly impact ComEd and PECO, especially if imely cost recovery is not allowed. The
impact could include increased costs for RECs and purchased power.

Faderal and state legislation mandating the implermentation of energy conservation programs that require the implementation of new
technologies, such as smart meters and smart grid, will increase capital expenditures and could significantly impact ComEd and PECO if timely
cost recovery is not allowed. Furthermene, regulated energy consumption reduction targets and declines in cusiomer energy consumption resulting
from the implemantalion of new energy conservation technologies could lead ta a decline in the revenues of Exelon, ComEd and PECO. For
additional information, see ITEM 1. Business "Environmental Regulation-Renewable and Alternative Energy Portfolio Standards”.

ComEd and PECO are likely to be subject to higher transmission operating costs in the future as a result of PAM’s RTEP. (Exelon,
ComEd and PECO)

In accordance with a FERC order and related settlement, PJIM's RTEP requires the costs of new transmission faclitias to be allocated across the
entire PJM footprint for new facilities greater than or equal to 500 kv, and requires costs of new facilities less than 500 kV to be allocated to the
beneficiaries of the new faciliies. On August 6, 2009, the U.S. Court of Appeals for the Seventh Circuit remanded to FERC its decision related to
allocation of new facilities 500 kV and above for further proceedings. ComEd and PECO cannot estimate the longer-term impact on their
respective results of operations and cash flows because of the uncertainties relating to what new facilities will e built, the cost of building those

facilities and the allocation ultimately determined by further proceedings. See Notes 2 and 18 of the Combined Notes 1o Consolidated Financlal
Statements fer additional information.

The impact of not meeting the criteria of the authoritative guidance for accounting for the effects of certain types of regulation could be
material to Exelon, ComEd and PECO. (Exelon, GomEd and PECO)

As of December 31, 2009, Exelon, ComEd and PECQ have concluded that the operations of ComEd and PECO meet the criteria of the
authorilative guidance for accounting for the effects of certaln types of regulation. If it is concludad in a future period that a separable portion of
their businesses no longer meets the criteria, Exelan, ComEd, and PECO are required to eliminate the financlal statement effects of regulation for
thai part of their business, which would include the elimination of any or all regulatory assets and liabilities that had been recorded in their
Consolldated Balance Sheets and the recognition of a one-time extracrdinary item in their Consolidated Statements of Operations, The impact of
nat meeting the criteria of the autharitative guidance could be material to the financial statements of Exelon, ComEd and PECO. At
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December 31, 2009, the extracrdinary gain could have been as much as $1.7 billion (before taxes) as a result of the elimination of ComEd's
regulatory assets and liabilities. At December 31, 2008, the extraordinary charge could have been as much as $1.5 billion (before taxes) as a
result of the elimination of PECQ's regulatory assets and Habilities. Exslon would record an extraordinary gain or charge in an egual amount
related to ComEd's and PECO's regulatory assets and liabilities in addition to a charge against OC1 (before taxes) of up to $2.5 billion and $92
million for ComEd and PECO, respectively, related to Exelon's regulatary assets associated with its defined benefit postretirement plans. The
impacts and resalution of the above items could lead to an additional impairment of ComEd's goodwill, which cauld be significant and at laast
partially offset the extraordinary gain discussed abave. A significant decrease in equity as a result of any changes could limit the ahility of ComEd
and PECO to pay dividends under Federal and state law and cause significant volatility in future results of operations. See Notes 1, 2, & and 19 of
the Combined Notes to Censolidated Financial Statements for additional information regarding accounting for the effects of regulation, regulatory
issues, ComEd's goodwill and regulatory assets and liabilities, respectively.

Exelon and Generation may incur material costs of compliancs if Federal andlor state legislation is adopted to address climate change.
(Exelon and Generation)

Various stakeholders, including legisiators and regulators, shargholders and non-governmental ofganizations, as well as other companies in
many husiness sectors, including utilities, are considering ways to address the effsct of GHG emissions on climate change. Select Northeast and
Mid-Atlantic states have developed a model rule, via the RGGI, to regulate CO; emissions from fossil-fired generation in participating states
starting in 2009, Federal and/or state legislaiion to reduce GHG emissions is likely o avolve in the future. If these plans becorne effective, Exelon
and Generation may incur materiai costs either to additionally limit the GHG emissions from their operations or to procure emission allowance
craiits. The nature and extent of environmental regulation may also impact the ability of Exelon and its subsidiaries to meet the GHG emission
reduction targets of Exalon 2020. For example, mare stringent permitfing requiraments may preclude the eonstruction of lower-carbon nuclear and
gas-fired power plants. Similarly, a Federal RPS could increase the cost of compliance by mandating the purchase or construction of mors
expensive supply altematives. For mare information regamding dimate change, see “Global Climate Change” in ITEM 1 of this Form 10-K.

The Registrants could be subject to higher costs and/or penalties related to mandatory reliabitity standards. {Exelan, Generation,
ComEd and PECD)

As a result of the Energy Policy Act of 2005, users, owners and operators of the bulk power transmission system, including Generation,
CemEd and PECO, are subject to mandatory reliability standards promulgated by NERC and enforced by FERC. The standards are based on the
functions that need to be performed to ensure the bulk power system operates reliably and is guided by reliability and market interface principles.
Compliance with or changes In the reliability standards may subject the Registrants to higher aperating costs andfor increased capital
expenditures. In addition, the ICC and PAPUC impose certain distribution reliability standards on ComEd and PECO, respectively. If the
Registrants were found not to be in compliance with the mandatory reliability standards, they could be subjgct to remediation costs as well as
sanctions, which could include substantial monetary penalties.

Tha Registrants cannot predict the outcome of the legal proceedings relating to their business activities. An adverse determination
could have a material adverse effect on their results of operations, financial positions and cash flows. (Exelon, Generation, ComEd and
PECCQ}

The Registrants are involved in legal proceedings, claims and litigation arising out of their business operaticns, the most significant of which
are summarized in Note 18 of the Combined Notes to Consolidated Financial Statements.
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The Registrants’ employees, contractors, customers and the general public may be exposed to a risk of injury due to the nature of the
energy industry. (Exelon, Generation, ComEd and FECO)

Employees and contractors throughout the organization work in, and customers and the general public may be exposed to, potentially
dangerous environments near operations. As a result, employees, contractors, customers and the genaral public are at risk for serious Injury,
including loss of life. Significant risks include nuclear accidents, dam faiiure, gas explosions, pole strikes and electric contact cases.

War, acts and threats of terrorism, natural disaster, pandemic and other significant events may adversely affect Exelon’s results of
operations, its ability to ralse capital and its future growth. {Exalon, Generation, ComEd and PECOQ)

Exelon does not know the impact that any future terrorist attacks may have on the industry in general and on Exelon in particular. In addition,
any retaliatory military strikes or sustained military campaign may affect its operations in unpredictable ways, such as changes In insurance
miarkets and disruptions of fuel supplies and markets, particularly oil, The possibility alone that infrastructure facilities, such as nuclear, fossil and
hydroelectric generation facilities, electric and gas transmission and distribution facilities, would be diract targets of, or indirect casualties of, an act
of terror may affect Exelon’s operations. Additionally, natural disasters and other avenis that have an adverse effect on the economy in general
may adversely affect Exelon’s operations and its ability to raise capital. Instability in the financial markets as a result of terrorism, war, natural
disasters, pandemic, credit crises, recession or other factors afso may affact Exelon's rasults of operalions and Its abllity to ralse capital. In
addition, the implementation of security guidelines and measures has resulted in and is expected to continue to result in increased costs.

The United States is currently in a pardemic situation related to the H1N1 virus, but the impact to Exelon is expected to be negligible if there
is no change to the current severity of the pandemic. Exelon has plans in place to respond to a pandemic. However, depending on the severity of
a pandemic and the resuiting impacts to workforca and other resource availability, the ability ta operate its generating and transmission and
distribution assets could be affected, resulting in decreased service levels and increased costs.

Additionally, Exelon is affected by changes in weather and the accurrence of humicanes, storms and other natural disasters in its service

territory and throughout the U.S. Severe weather or other natural disasters could be destructive which could result in increased costs including
supply chain costs. ’

Generation's financial performance may be negatively affected by matters arising from lts ownership and operation of nuclear facilities.
(Exelon and Generation)

Nuctear capacity factors. Capacity factors, particularly nudear capacity factors, significantly affect Generation's resulls of operations.
Nuclear plant cperations involve substantial fixed operating costs but produce electricity at low variable costs due to nuclear fusl costs typically
being lower than fossil fuel costs. Consequently, to be successful, Generation must consistenlly operate its nuclear facilities at high capacity
factors. Lower capacity factors increase Generation's operating costs by requiring Generation to produce additional energy from primarily its fossil
facilities or purchase additional energy in the spot or forward markets in order to satisfy Gensration’s obligations to ComEd and PECO and other
eammitted third-party sales. These sources generally have higher costs than Generation incurs fo produce energy from its nuclear stations.
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Nuclear refueling outages. Refueling outages are planned 1o occur once every 18 to 24 months and currently average approximately
24 days in duration for the nuclear plants operated by Generation. The total number of refueling outages, along with their duration, can have a
significant impact on Generation’s results of operations. When refueling outages at wholly and co-owned plants last longer than anticipated or
Genaration experiences unplanned outages, capacity factors decrease ardd Generation faces lower marging due to higher energy replacement
cosis andfor lower energy sales. Each 24-day outage, depanding on the capacity of the station, will decrease the total nuclear annual capacity
factor between 0.3% and 0.5%.

Nuclear fuel quality. The quality of nuclear fusi utilized by Generation can affect the efficiancy and costs of Generation's operations.,
Certain of Generation’s nudlear units have previously had a limited number of fusl performance issues. Remediation actions could result in
increased costs due ta accelerated fuel amortization, increased outage costs and/or increasad costs due to decreased generation capabilities. it is
difficult to predict the cost for unknown potential future Issues and any required remediation actions.

Spent nuclear fuel storage. The approval of a national repositary for the storage of SNF, such as the one proposed for Yucca Mountain,
Nevada, and the timing of such facility opening, will significantly affect the costs associated with storage of SNF, and the ultimate amounis
received from the DOE to reimburse Generation for these costs. Through the NRC's “wasle confidence” rule, the NRC has determined that, if
necessary, spent fuel generated in any reactor can be stored safely and without significant enviranmental impacts for at least 30 years beyond the
licensed life for operation, which may include the term of a revised or renewed license of that reactor, at its spent fuel storage basin or at either
onsite or offsite independent spent fuel starage instaliations. Any regulatory action relating fo the timing and availability of a repository for SNF
may adversely affect Generation’s ability to fully decommisslon Its nuclear units.

License renewals, Generation cannot assure that economics will support the continued cperation of the facilities for all or any porlion of any
renewed license. If the NRC doss not renew the operating licenses for Generatlon's nuclear stations or a station cannot be operated through the
end of its operating license, Generation's results of operations could be adversely affected by increased depreciation rates, impairment charges
and accelerated future decommissioning costs, since depreciation rates and decommissioning cost estimates currently include assumplions that
licanse renewal will be received, In addition, Generation may lose revenue and incur increased fuel and purchased power expense to meet supply
commitments.

Should a national policy for the disposal of SNF not be developed, the unavailability of a repository for SNF could become a consideration by
the NRC during future nuclear license renewal procsedings, including applications for new licenses, and may affect Generation's ability to fully
decommission its nuclear units.

Raguiatory risk. The NRC may modify, suspend or revoke licenses, shut down a nudlear facility and impose civil penalties for failure to
comply with the Atomic Energy Act, refated regukations or the terms of the licenses for nudlear facilities. A change in the Atomic Energy Act or the
applicable ragulations or licenses may require a substantial increase in capital expenditures or may result in increased operating or
decommissioning costs and significantly affect Generation’s results of operations or financial position, Events at nuclear plants owned by others,
as well as those owhed by Generation, may cause the NRC to initiate such actions.

Operational risk. Operations at any of Generation's nuclear generation plants could degrade to the point where Generation has to shut
down the plant or operate at less than full capacity. If this were
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to happen, identifying and correcting the causes may require significant time and expense. Generation may choose to closa a plant rather than
incur the expense of restarting it or returning the plant te full capacity. In either event, Generation may lose revenue and incur increased fusl and
purchased power expense to meet supply commitments. For plants operated but not wholly owned by Generation, Generation may also incur
liability to the co-owners. For the plant not wholly owned by Generation and operated by PSEG, Salem Units 1 and 2, from which Ganeration
receives its share of the plant’s output, Generation's results of operations are dependent on the operational performance of the co-owner
operators and could be adversely affected by a significant event at those plants. Additionally, continued poor operating performance at nuclear
plants not owned by Generation could result in increased regulation and reduced public support for nuctear-fusled energy, which could
significantly affect Generation’s results of operations or finandial pasition. In addition, closure of generating plants owned by others, or extended

interruptions of their operalions, could have effecls on transmission syslems that could adversely affect the sale and delivery of electridty in
markets served by Generaticn.

Nuclear major incident risk. Although the safety record of nuclear reactors generally has been very good, accidents and other unforeseen
problems have occurred both in the Uinited States and abroad. The consequences of a major incident can be severe and include loss of fife and
property damage. Any resulting liability from a nuclear plant major incident within the United States, owned by Generation or owned by others,
may exceed Generation’s resources, induding insurance coverage. Additionally, an accident or other significant event at a2 nuclear plant within the
Linited States, owned by others or Generation, may result in increased regulation and reduced public support for nuclear-fusled energy and
significanily affect Generation's resulis of operations or financial position.

Nuclear insurance. As required by the Price-Anderson Act, Generation carries the maximum avallable amount of nuclear liabillty insurance.
As of January 1, 2010, the required amount of huclear liability insurance is $375 million for each operating site. Claims exceeding that amount are
covered through mandatory participation in a financial protection pool. In addition, the U.S. Congress could impose revenue-raising measures on
the nuclear industry to pay claims exceeding the $12.6 billion limit for a single incident,

Generation is a member of an industry mutual insurance company, NEIL, which provides property and busmess interruption insurance for
Generation’s nuclear operations. In recent years, NEIL. has made distributions to its members. NEIL did not make a distribution in 2009, and
Generation cannot predicl the level of future disributions or it they will continue at all.

Dscomm:sstomng NRC regulations require that licensees of nuciear generating facilities demonstrate reasonabie assurance that funds will
be available in certain minimum amounts at the end of the life of the fadility to decommission the facility. Generation is required to provide 1o the
MRC a biennial report by unit (annually for Generation's four units that have been retired) addressing Generation's ability to meet the
NRC-estimated funding levels including scheduled contributions to and earnings on the decommissioning frust funds. The NRC funding levels are
based upon the assumption that decommissioning will commence after the end of the current licensed life of each unit.

Forecasting trust fund investment earnings and costs to decommission nuciear generating stations requires significant judgment, and actual
results may differ significantly from current estimates. The performance of capital markets also can significantly affeéct the value of the trust funds.
Currently, Generation is making coniributions to the trust funds of the former PECO units based on amounts being collected by PECO from its
customers and remitted to Generation. While Generation has recourse to collect additional amounts from PECO customers (subject 1o cerlain
limitations and threshalds), it has no recourse 10 collect additional amounts from ComEd customers or from the
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previous owners of Clinton, TM! Unit Mo. 1 and Qyster Creek generating stations, if there is a shortfall of funds necessary for decommissioning. If
circumstances changed such that Generation were unable to continue to make contributions to the trust funds of the former PECO units based on
amounts collected from PECO customers, or if Generation no longer had recourse to collect additional amounts from PECO customers if there
was a shortfall of funds for decommissioning, the adequacy of the trust funds related to the former PECO units may be negatively affected. See
Note 2 of the Combined Notes to Consolldated Flnancial Statements for additional Information.

Ultimately, if the investments held by Generation’s NDTs are not sufficient to fund the decommissioning of Generation’s nuciear plants,
Genaration may be required to take steps, such as providing financial guarantess through lettars of credit or parent company guarantees or make
additional contributions to the trusts, which could be significant, to ensure that the trusts are adequately funded and that NRC minimum funding
requirements are met. As a result, Generation's cash flows and financial position may be significantly adversely affected. Sea Note 11 of the
Combined Notes to Consolidated Financial Statements for additional information.

Generation's financial performance may be negatively affected by risks arising from its ownership and operation of hydroslectric
facilities. (Exelon and Genaration)

Hydroelectric plarts are licensed by FERC. The license for the Conowinge Hydroelectric Project explres August 31, 2014, and the license for
the Muddy Run Pumped Storage Project expires on September 1, 2014. Generation cannot predict whether it will receive all the regulatory
approvals for the renawed license of its hydroelactric faciliies. f FERC doas not renew the operating licenses for Generation's hydroslectric
facilities or a station cannot be operated through the end of its operating license, Generation's results of operations could be adversely affected by
Increased depreciation rates and accelerated future decommissioning costs, since depraciation rates and decommissioning cost estimates
currently include assumptions that license renewal will be received. Generation may also lose revenue and incur increased fuel and purchased
power expense to meet supply commitments. in addition, conditions may be imposed as part of the license renewal process that may adversely
affect operations, may require a substantiat increase in capital expenditures or may result in increased operating costs and significantly affect
Generation’s results of oparations or financial position. Similar effects may result from a change in the Federal Power Act or the applicable
regulations due to events at hydroelectric facliities owned by others, as well a5 those owned by Generation.

ComEd's and PEC(’s operating costs, and customers’ and regulators® opinions of ComEd and PECO, are affected by their ability to
maintain the avallability and reljability of thair delivery systems. (Exelon, ComEd and PECQ)

Failures of the equipment or facillties used In ComEd's and PECO’s delivery systems can Interrupt the transmission and dellvery of electriclty
and related revenues and increase repair expenses and capital expenditures. Equipment or facilities failures can be due to a number of factors,
including weather. Those fallures or those of other utiliies, Including prolonged or repeated fallures, can affect customer satisfaction and the level
of regulatory oversight and ComEd's and PECQ's maintenance and capital expenditures. Regulated utilities, which are required to provide service
to all customers within their service temitory, have generally been afforded liabllity protections against claims by customers relating to faillure of
service. Under lllinois law, however, ComEd can be required to pay damages to its customers in some circumstances involving extended outages
affecting large numbers of Its customers.
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Operational Risks Continued

The physical risks assoclated with climate change could impact the Registrant’s resuits of operations and cash flows. {(Exelon, ComEd
and PECO)

Physical risks of climate change, such as more frequent or more extreme weather events, changes in temperature and precipitation patterns,
changes to ground and surface water availabliity, sea level rige and other related phenomena, could affect some, or all, of the Registrant's
operations. Severe weather or other natural disasters could be destructive, which couid result in increased costs, including supply chain costs. An
extreme weather event within the Registrants’ service areas can also directly affect their capltal assets, causing disruption in gervice to customers
due to downed wires and poles or damage to other operating equipment. Finally, climate change could affect the avallability of a secure and
economical supply of water in some locations, which is essential for Exelon's and Generation's continued operation, particulary the cooling of
generating units. ‘

ComEd’s and PECO's respective ability to deliver electricity, thelr aperating costs and their capital expencitures may be negatively
affected by transmission congestion, (Exelon, ComEd and PECO}

Demand for electricity within ComEd's and PECO’s service areas could stress avaltable transmisslon capacity requiring alternative routing or
curtailment of electricity usage with consequent effects on operating costs, revenues and results of operations. In addition, as with all utilities,
potential concers over transmission capacity could result in PJM or FERC requiring ComEd and PECO 1o upgrade or expand their respective
transmission systems through additionat capital expenditures,

Failure to attract and retain an appropriately qualified workfarce may negatively impact the Registrants’ results of oparations. {Exelan,
Generation, ComEd and PECO)

Certain events, such as an employee strike, koss of contract resources due to a major event, and an aging workforce without appropriate
replacements, may lead to operating challenges and increased costs for the Registrants. Tha challenges include lack of resources, loss of
knowledge and a lengthy time period associated with skill development, In this case, costs, Inciuding costs for contractors to replace employees,
praduchivity costs and safety costs, may rise. If the Reglstrants are unable to successfully attract and retain an appropriately quakified workforce,
their results of operations could be negatively affected.

The Registrants are subject to information security risks. (Exelon, Generation, ComEd and PECO)

A security breach of the Registrants’ information systems could impact the reliability of the generation fleet and/or reliability of the
tfransmission and distribution system or subject them to financial harm associated with theft or ineppropriate release of certain types of information.
The Registrants cannct accurately agssess the probabllity that a security breach may cccur, despite the measures teken by the Registrants to
prevent such a breach, and are unable to quantify the potential impact of such an event.

Due to PECO's dependence on Generation to fulfill 100% of its electric energy supply requirements under a PPA, PECO could be
negatively affected in the event of Generation’s inability to perform under the PPA. (Exelon and PECO)

PECO currently acquires 100% of its electric energy and capacity requirements under a PPA with Generation. In accordance with the PPA,
the current electric generation rales that PECO pays have been fixed and will continue to be fixed through 2010. In the event that Generation
could not perform under the PPA, PECO would be forced to purchase electric energy from alternative sources at potentially higher rates. While
PECO believes that this event is unlikely to occur, such an event could have a negative impact on PECO’s results of operations and financial
pasition.
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The Registrants may make acquisitions that do not achieve the intended financial results. (Exelon, Generation, ComEd and PECQ)

The Registrants may make investments and pursue mergers and acqulsitions that fit thelr sirategic objectives and improve their financial
performance. lt is possible that FERG or state public utility commission regulations may impose certain other restrictions on such transactions.
Achieving the anticipaled benefits of an investment is subject to a number of uncertainties, and failure to achieve these anticipated benefits could
result in increased costs, decreases in the armount of expected revenues generated by the combined company and diversion of management's
time and energy and could have an adverse effect on the combined company’s business, financlal condition, operating results and prospects.

ITEM 1B. UNRESOLVED STAFF COMMENTS
Exelon, Generatlon, ComEd and PECO
Nane.

ITEM 2. PROPERTIES
Generation
The following table sets forth Generation's ownad net electric genarating capacity by station at December 31, 2009:

Primary Net
. i No.of  Percent Primary Dispatch Generation
——t— Station __ Location Units Owned ® __Fusl Typs - Typom Capacity (W] ()
Nucfear' = - .. 0T L iR s e e TR
Braldwood o o o Braidwoad, IL 2 Uranium Base—load o 2,360
. T R Byon, i ¢ 2 -Uranium © . Bassdoad  =.:- .. 2,336
o ) Clinton, IL 1 Uranium Base-load 1,065
Bedan - RIS s 0 Momis, I 20 Uranium =~ ~Basedoad . .5 1,040
LaSaIIe ) ) Senaca, IL 2 ~ Uranium Base—load -
Limerick -~ > Zi0sld o s W Limerick Twp., PA 2. ~Uranluin . Basedoad - - T- . 2293 -
Oyster Creek Forked River, NJ 1 ) ~ Uranium Base-load o 625
Poddly Bottom " Peach Bottomn Twp., PA 2 -~ 807" Urenium . - Basadosd v . o145
Quad Cmes Cordova, IL 2 75  Uranium Base-load = 1,317®
Salem RSN SRS : - Harncock's Bridge, NJ 242588 7 Urenlum 7 Basedead . oo 70 1003
Three Mile lsland Londonderry Twp, PA 1 Uranium Base-load 837
Fosstl (Sieam Turbmes} ) . _
AT T New Flarance, PA ‘22002 0o Coal | Baesedosd il 352
Crornby‘l Phoenixville, PA 1 Coalr Intermadlate . o 144l
Cromby 2 - Phosnixville, PA 1 : o i 1 L
Eddystone 1, 2 - ‘ Eddystone, PA 2 Coal Intermediate 5880
Eddystoné3; 4~ 70 . 7 I *  Eddystone, PA 2 coOiiBas - Intenmediate oL 0 Te0
Fairless Hills Falls Twp, PA 2 Landﬁil Gas Peaking 60
Handley 4,9 .. .- . 777 7 . . FortWerh, TX 2 . Gas *" . -Pealdng - ¢ 7 870
Handley 3 Fort Worth, TX 1 Gas Intermeg:i_nate o 395
Keystone™ @ 7.1 o o S " Shelocta, PA - 2 2098 - . Coal - | - Bagecload - - 357
Mountain
Creek 6,7 . , Dallas, TX 2 Gas Peaking = 240
MﬂurtialrrCraekB-=f'-T;};“’:, SRR : ¢ Dellas, TX A CGes Amermediate . 0 U568
Schuylkill . Philadelphia, PA 1 ] Cil Peaking 166
Wyman -~ o ‘ o Yarmouth, ME - 1 B89 - v Oh - Intermediste 34t
4,734
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Primary Net
No. of Percent Primary Dispatch Generation
—Station Location Units  Owned (2 Fusl Type Type i
Fossil (Combustion Turbines) - R PR 1 SR M S
Chester Chester, PA 3 il
Croydon . ‘Brigted Twp, PA° © °8 Al
Delaware Philadelphia, PA 4 Gil
Eddystona ' Eddystong, PA 4 - N |
Falls ) Fails Twp., PA 3 e
Framingham Framingham,MA .= 3 od -
LaPorte Laporte, TX 4 ) Gas
Medway " West Medway, MR = S - DliGEs
Moser Lower Poitsgrove Twp., PA 3 Qil
New Boston South Boston, MA i : o O
Pennsbury Falls Twp,, PA 2 Landfill Gas
Richrmond - Pniledelphia, PA . 2 R © | I
Salem Hancock’s Bridge, M. 1 42,59 oil
Schuylkitl - Philadelphia, PA 2 . SR o |
Sautheast Chicago Chicago, IL 8 Gas
Southwark Phitadelphla, PA 4
Fossil {Internal Combustion/Diessi} : :
Conemaugh New Florence, PA 4 2072 Oil
Cromby Phoenixville, PA 1 . O -
Delaware Phitadelphia, PA 1 o . o
Keystone . Shelocta, PA: 4 2099 ST + | R
Schuylkil Philadelphia, PA 1 Oil
Hydroeleckic and Reriewable ) ) ‘ ) . L
City Salar : o “Chicago,t = na. - © Bolar
Conowingo Harford Co., MD " Hydroelectric
Muddy Run © Lancagter,PA - . 8 Hydroelgctric:
Total” : S D 124 .

(a} 100%, unless otherwise indicated.

(b} Base-load units are plants that normaily operate ta take all or part of the minimum continuous load of a system, ang consequently, produce electricity at an essentially
constant rate. Inlermediate units ara plants that normally operate to take lpad of a system during the daytime higher load howrs, and conseguently, produce electricity by
cycling an and off daily. Peaking units consist of lower-afficiency, quick rasponse steam units, gas turbines, diesels and pumped-storage hydroelectric equipmant nomally
used during the maximum load pariods.

{€) For nuciear stations capacity reflecls ihe annual maan rating. All cther stations reflect a summer raling.
{d} Al nuclear stations are hailing water reactors except Braidwoed, Byron, Salem and Threa Mile Island, which are presswized water reactors.
() Net generation capacity is stated at proportionate owngrshin share,

{f} On December 2, 2009, Generation anncunced its intention to permanently retire four of it fossil-fired genarating units effectiva May 31, 2011, Eddystone Generating
Station Unitt and Unit 2 and Cromby Genarating Station Unit 1 are coalired units and Cromby Generating Station Unit 2 operates on either natural gas or fuel oil.

(9) Table represents total expacted capacily upan project complelion. City Solar is 82% complete as of December 31, 2009.

The net generation capability available for operation at any time may be less dus to regulatory restrictions, transmission congastion, fuel
restrictions, efficiency of cooling faciliies, level of water supplies and generating units being temporarily out of service for inspection, maintenance,
refueling, repairs or modifications required by regulatory authoritios.
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Generation maintains property insurance against loss or damage to its principal plants and properties by fire or other perils, subject to certain
exceptians. For additional information regarding nuclear insurance of generating facilities, see ITEM 1. Business—Generation. For its insured
losses, Generation is self-insured to ihe extent that any losses are within the policy deductible or exceed the amount of insurance maintained. Any
such losses could have a material adverse effect on Generation's consolidated financial condition or results of operations.

ComEd

ComEd’s electric substations and a portion of its transmission rights of way are localed on property that ComEd owns._ A significant portion
of its electric transmission and distribution facilities is located above or underneath highways, streets, other public places or property that others
own. ComEd believes that it has salisfactory rights to use thase places or praperty in the form of permits, grants, easements, licenses and
franchise rights; however, it has not necessarily underiaken to examine the underiying title to the land upen which the rights rest.

Transmission and Distribution
ComEd’s higher voltage electric fransmission lines owned and in service at December 31, 2009 were as follows:

Volage [Volts Circuit Milus_
765,000 R I N
345,000 o 2634
138,000 . D PEERE - 2880 T
69,000 149

ComEd's electric disiribution system includes 34,872 circuit miles of overhead lines and 29,765 cable miles of underground lines,

First Mortgage and Insurance

The principal properties of ComEd are subject to the lien of ComEd's Mortgage dated July 1, 1923, as amended and supplemented, under
which ComEd’s First Morigage Bonds are issued,

ComEd maintains property insurance against loss or damage 1o its properties by fire or other perils, subject to certain exceptions. For its
insured losses, ComEd is self-insured to the extent that any losses are within the policy deductible or exceed the amount of insurance maintained.
Any such losses could have a material adverse effect on the consalidated financial condition or results of operations of ComEd.

PECO

PECO’s electric substations and a portion of its transmission rights of way are located on property that PECO owns, A significant portion of
its electric transmissicn and distribution facilities is located above or undemeath highways, streets, other public places or property that others own.
PECC believes that it has satisfactory rights to use those places or property in the form of permits, grants, easements and licenses; hawever, It
has not necessarily undertaken to examine the underlying title to the land upon which the rights rest.
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Transmission and Distribution

PECO's higher voltage electric transmission lines owned and in service at December 31, 2009 were as follows:

_Igg(\rons) i
230 000
138000
69,000

{a) In addition, PECC has a 22.00% ownership interest in 127 miles of 500,000 voltage lines located in Pennsylvania and a 42,55% mtsl‘np interest in 131 miles of
§00,000 voltags lines located in Delawars and New Jersey.

PECO's electric distribution system includes 12,971 circuil miles of overhead lines and 15,788 cable miles of underground lines.

Gas
The following table sets forth PECO’s natural gas pipeline miles at Dacamber 31, 2009:

. . ... ... Flpeline Miles
Transportation . : [ 3
Cistribution
Service piping : : U o i
Totat

PECO has an LNG facility located in West Conshohacken, Pennsylvania that has a storage capacity of 1,200 mmcf and a send-out capacity
of 157 mmefiday and a propane-air plant located in Chester, Pannsylvania, with a tank storage capacity of 1,980,000 gaflons and a peaking
capability of 25 mmcfiday. In addition, PECO owns 29 natural gas city gate stations at varlous locations throughout its gas service teritory.

First Mortgage and Insurance

The principal properties of PECO are subject to the lien of PECO's Mortgage dated May 1, 1923, as amended and supplemented, under
which PECQ's first and refunding mortgage bonds are issued.

PECO maintains property insurance against loss or damage to its properties by fire or other perils, subject to certain exceptions. For its
insured losses, PECO is self-insured 1o the extent that any losses are within the policy deductible or exceed the ampunt of insurance maintained.
Any such losses could have a material adverse affect on the consolidated financial condition or results of aperations of PECQ.

Exelon
Security Measures

The Regisirants have initiated and work to maintain security measures. On a continuing basis, the Registrants evaluaie enhanced security
measures at cerfain oritical locations, enhanced response and recovery plans, long-term design changes and redundancy measures. Additionally,
the energy industry has sirategic relationships with govermmental authorities to ensure that emergency plang are in place and critical infrastructure
vulnerabililies are addressed in erdar to maintain the reliability of the country’s energy systems.
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ITEM 3. LEGAL PROCEEDINGS
Exelon, Generation, ComEd and PECO

The Registrants are partles to varous lawsuits and regulatery proceedings in the ordinary course of their respective businesses. For
information regarding material lawsuits and proceedings, see Notes 2 and 18 of the Combined Notes te Consolidated Financial Statements. Such
descriptions are incorporated herein by these references.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
Exelon, Generatlon, ComEd and PECO
None.
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PART I

(Dotlars in millions except per share data, uniess otherwise noted)

ITEM §. MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER PURCHASES OF
EQUITY SECURITIES

Exelon

Exelon’s common stock is listed on the New York Stock Exchange. As of January 29, 2010, there were 659,895,068 shares of comron
stock outstanding and approximately 135,286 record holders of common stock.

The following table presents the New York Stock Exchange—Composite Common Stock Prices and dividends by quarter on a per share
basis:

2009 2008

Fourth Third Second First  Fourth Third Second Firat

Quarter Quarter Quarter Quarter Quarter Quarter Quarter Quarter
High price § 5108 § BaA7 § 5146 § 5oom § oood o § 9218 9 9NB8 ¥ OF.
Low price 45.90 47.30 44.24 38.41 41.23 - 60.00 81.00 70.00
Close 48.87 ' 4982 50.12 45.39 56.61 1 6262 ° BOBS 81.27
Dividends 0.525 0.525 0.525 D.525 0.525 0.500 0.500 0.500
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Stock Performance Graph

The performance graph below illustrates a five year comparison of cumulative total returns based on an initial investment of $100 in Exelon
Corporaticn common stock, as compared with the S&F 500 Stock Index and the S&P Utility Index for the period 2005 through 2009.

This performance chart assumes:

*  $100 invested on December 31, 2004 in Exelon Corporation common stock, in the S&P 500 Stack Index and in the S&P Utility Index;
and

» Al dividends are reinvested.

Comparison of Five-Year Cumulative Return

230

g

B O00
e
&

g

50 - .
Rl i -l e U U g L g L

Exslon Comoration - BEP SO e SE&P Uiiibes
Yalue of ivvagtment 3 Decemnber 31
2004 2005 2004 2007 2000 2008

Exelon Compomtion 100 02 £124 43 5146 87 B20t1 20 141 06 126 .42
S&F 500 $100.60 $104.00 3121.43 $128.00 $80.77 £102.08
B Utilities $100.00 §116.71 §141 18 §168.47 311973 $133.88

Generation

As of January 29, 2010, Exelon held the entire membership interest in Generation.
ComEd

As of January 29, 200, there were 127,016,519 outstanding shares of common stock, $12.50 par vaiue, of ComEd, of which 127,002,204
shares were indirectly held by Exelon. At January 29, 2010, in addition to Exelon, there were 252 record holders of ComEd common stock. There
Is no established market for shares of the common stock of ComEd.
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PECO

As of January 29, 2010, there were 170,478,507 outstanding shares of common stock, without par value, of PECQ, all of which were
indirectly held by Exelon.

Exelon, Generation, ComEd and PECO
Dividends

Under applicable Federal law, Generation, ComEd and PECO can pay dividends only from retained, undistibuted or current samings. A
significant loss recorded at Generation, ComEd cr PECO may limit the dividends that these companies can distribute to Exelan.

The Federal Power Act declares it to be unlawful for any officer or direclor of any public utility to participate in the making or paying of any
dividends of such public utility from any funds properly included in capital account.” What constitules “funds properly included in capital account” is
undefined in the Federal Power Act or the related regulations; however, FERC has consistently interpreted the pravision to allow dividands to be
pald as long as {1) the source of the dividends is clearly disclosed, (2) the dividend is nol excessive and (3) there is no self-dealing on the part of
corporate officials. While these restrictions may limit the absolute amount of dividends that a particular subsidiary may pay, Exelon does not
believe these limitations are materially limiting because, under these limitations, the subsidiaries are allowed to pay dividends sufficient to meet
Exelon's aclual cash needs.

Under lllincis law, ComEd may not pay any dividend on its stock unless, among other things, “its] eamings and earned surplus are sufficient
to declare and pay same after provision is made for reasonable and proper reserves,” or unless it has specific authorization from the ICC. ComEd
has also agreed in connection with financings arranged through ComEd Financing il that it will not declare dividends on any shares of its capital
stock in the event that: (1) It exercises its right to extend the interest payment periods on the subordinated debt securities issued to ComEd
Financing Ili; {2} it defaults on its guarantee of the payment of distributions on the preferred trust securities of ComEd Financing If; or (3) an event
of default occurs under the Indenture under which the subordinated debt securities are issued.

PECO's Articles of Incorporation prohibit paymant of any dividend on, or other distribution to the holders of, common stock if, after giving
effect thereto, the capital of PECO represented by [ts common stock togethar with its retained earnings is, in the aggregate, less than the
involuntary liquidating value of its then outstanding prefarred securities. At December 31, 2009, such capital was 2.7 billion and amcunted to
about 32 times the llquidating value of the outstanding preferred securities of $87 million.

PECQO may not declare dividends on any shares of its capital stock in the event that: (1) it exerclses Its right to extend the interest payment
periods on the subordinated debentures which were issued to PEC L.P. or PECO Trust IV: (2) it defaults on its guarantee of the payment of
distributions on the Serles D Preferred Securities of PEC L.P. or the preferred trust securitios of PECO Trust IV; or (3) an event of default occurs
under the Indenture under which the subordinated debentures are issued.

At December 31, 2009, Exelon had retained eamings of $8,134 million, including Generation's undistributed earnings of $2,169 milllon,
ComEd's retained earnings of $304 million cansisting of retained earnings appropriated for future dividends of $1,243 milllon, partiaity offset by
$1,639 million of unappropriated retained deficits and PECO's retained eamings of $426 million.
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The following table sets forth Exelon's quarterdy cash dividends per share paid during 2009 and 2008:

2009 2003
2t ard L 5t ah 31 Znd T
{per share) — S _ Quarter Guartar Quarter Quarter Quarter Cuarter  Quarter _Quarler
Exelons .5 LTI ¥ o528 % 0B25 . § 0826 § 0625 5 0525 .F o500 ¥ a0~ §F 0.

The foliowing table sets forth Generation’s guarterly distributions and ComEd's and PECO’s quarterly commaon dividend payments:

- 2000 .

ah 3 0

[ millians) i Quarter Quartor Quartor  Qu
ComEd 60 60

PECE ™ ‘85 a3 -

(a} During 2008, ComEd did not pay a dividend In order to manage cash flows and its capital structure.

arter  Quarter Quarter

2008t=)

4th -3rd 2nd

On January 26, 2010, the Exelon Board of Directors declared a regular quarterly dividend of $0.525 per share on Exelon's comman stoci.
The dividend is payakie on March 10, 2010, to shareholders of record of Exelon at the end of the day on February 16, 2010.
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ITEM 6. SELECTED FINANCIAL DATA
Exelon

The selected financial data presented below has been derived from the audited consolidated financial statements of Exelon. This data is
qualified in its entirety by reference to and should be read in conjunction with Exelen's Consolidated Financial Statements and Management's
Discussion and Analysis of Financial Condition and Results of Qperations included in ITEM 7 of this Report on Form 10-K,

in millions, except for per share data

Statement of Operatians data:

Operating revenues

Operating income :

Income from continuing operations

Income (loss) from disconfinued operations
Income before cumutative effiect of changes in accounting pnncuples

Cumulative ﬂfed of changes in accounting pririciples (net of income taxes) .

Net income

Earnings per average common share (diluted):

Income from continuing aperations

Income (loss) from discontinued operations

Cumulative effect of changes in accounting principles (nel of income taxes)

MNet income
Dividends per common share
Average shares of common stock outstanding—diiuted

Ended December 31,

For the Yoars

2009 B 2008 2007 2008 . Zﬂﬂ-') .
$17318 § 18850 ! 5 18916 $15655,_ $ 15,367
4,750 5208 {KGBE " T TREP Tk
$ 2706 % 2717 § 2726 § 1_,590 k1 951
o1 2. o - SR 44
2,707 2,737 2736 1,592 965
= I N -}
$ 2707 % 2737 $ 2736 $ 1592 § 923
$ 409 3 410 § 403 $ 235 § 140
— S 003 1002 e . | D02

_ _ _ — (0.06)

$ 409 $ 413 5. 140558 1235-F% 156
$ 210 $ 203 $ 176 $ 160 $ 1.60
H62 . 862 ELRIE R '

{a} The changes between 2007 and 2008; and 2006 and 2005 were primarily due lo the impact of the goodwill impairment chames of $776 million and 51 2 billion in 2006 and

2005, respactively.

Dacember 31,

In millions i 2009 2i'|DB (G) 2IO7 lb)tcl 20“ (hlcl 2005 l'}lﬁl
Balance Sheet data; I cn RS EETER '

Current assets 3 5441 $ 5 130 $ 4 416 $ 4 130 $ 3 803
Property, plant and equipment, net T34 PSR (A W*“ﬂ?‘m’f
Noncurre&; regulatory assets 4,872 5,840 5,133 5808 4,734
Goodwill 2625 - 2,628 ['bEEE ivgete T 3476
Cther deferred debits and other assets 3,901 8,038 8,760 _ 7,933 7.858
Total assets % 49,180 ' § 47,546 . §45.0870 343,380 - & 41,856
current liabilities $ 4238 $ 3811 $ 5 466 $ 4,871 $ 5.759
Long-term debt, including long-term debt to financing trusts 11,385 . 12,582 SfeH 1,760
Noncurrent regulatory liabilities 3,492 2,520 3 301 3,025 2,518
QOther daferred credits and other liabilities 17,338 . 17,488 (W13t LARARY . 12,606
Minority interest —_ — — 1
Preferred securities of subsidiary 87 Y7 R LAY < R m w8y
Shareholders’ equity 12,640 11,047 10,137 10,007 9.125
Tatal liabilities and shareholders’ equity $49,180° $47,546 §45,087 $A43340 § 4%,

{a) The changes batween 2006 and 2005 were primarily dus to the impact of the goadwill impaimnent charge of $776 million in 2006,
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(b} Exelon and Generalion retrospectively reclassified certain assets and liabilities in accordance with the applicable authoritative guidance for offsetting amounts related o
qualifying derivative contracts.

(¢} Ewxelon and Generation retrospectively reclassified certain assets and liabiliies with respect to option premiums into the mark-to-market net asset and liability accounts to
conform to the current year prasentation. Refer to Note 8 of the Combined Notes to Consolidated Financial Siatements for further discussion.

Generation

The selected financial data presented below has been derived from the audited consolidated financial statements of Generation. This data is
qualified in its entirety by reference to and should ba read in conjunction with Generation's Consolidated Financial Statements and Management’s
Discussian and Analysis of Financial Condition and Results of Operations included in ITEM 7 of this Report on Form 10-K.

For the Yaars Ended Décember 31,

In mlllons, nmgt lor Eer sl\are da‘la 2009 2003 2007 2006 2008
Operalmg revenues ‘ 7 $ 9703 $ 10, 754 $ 10 749 §
Operating ingoime ™~ -+ =757 oo o 3295 : 3994f~ 3392‘ T,
Income from continuing operahons ‘ $ 2922 % 2258 $ 20258 % 1y )
Incosne {loss) from. discontinued operations = o L T R PRI
Income hefore cumulative effect of changes in accounting prindples 2,122 2278 2,029
Cumulative effect of changes in accounting principles (net of income taxes) e e L e
Net incame $ 2122 $ 2278 § 2029 %

Decemher 31, .
inmillions _ & 2009 2008 (@ 2007 |a.b) 2006 (a.b)
Balance Shestdataz- = - - - - o A R RN A
Curmrent assets o ) - $ 3360 $ 3486 $ 2 160 $ 25M
Property. plarit and-equipment, et - -°* - - C 8808 - 8807 - &943 T 14
Deferred deblts and other assests 9,237 7,691 8,044 7,845
Totalassets. T I $ 22406 $ 20,084 ' § 18247 - H47.930°
Current |Iabl|ltles ) $ 2262 $ 2168 § 1917 $ 1.990
Long-term debt ~ BRI B v 2867 0 2502 281 40T
Deferred credits and other Ilabrlstles 10,385 8848 9,447 B 678
Minority intérest . o : ’ R T Dt S0k PERE A
Member's equity ‘ 6,790 6,565 4,369 5483
Total liabilties and mefmbersiequity .. . . $22408. $20,084 ' $18247  §17.938

{a) Exalon and Generation retraspectively reclassified cerlain assets and liabililies with respect fo oplion premiums inte the mark-to-market net asset and liability accounts 1o
conform with the current year presentation. Refer to Note 8 of the Combined Notes to Consolidated Financial Statements for further discussion.

{b) Exelon and Generation reclassified certain assets and liabilities in accordance with the applicabie autharitative guidance for offsatting amounts related to gualifying
darlvative contracts.
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ComEd

The selected financial data presented below has bean derived from the audited consolidaied financial statemnents of ComEd. This data is
qualified in its entirety by reference to and should be read in conjunction with ComEd's Consolidated Financial Statements and Management's
Discussion and Analysis of Financial Condition and Results of Operations included in ITEM 7 of this Report on Form 10-K.

For the Years Ended Dacember 31,

In milllons, except for per share data

? . 2008_ 2007 2006 2008
Statoment of Operations data: - R BRI o

Operating revenues $ 5, 774 $ 5 136 $ 6, 104

Operating income (loss) i S B3 - . BBT - ’EE'IZ-},Z.'

Income (lass) before cumulative effect of changes in accounting principles $ 374 $ 201 $ 165 $ (112}

Cumulative effect of a change in accounting principle (net of Income taxes) . — Lo 0 e B
Net income {Ioss) $ 374 § 201 § 165 $ {112) $ (635)

(a) The changes belween 2007 and 2006 and 2006 and 2005 were prinearily due o the impact of the goodwill impairment charges of $776 million and $1.2 billion in 2008 and

20035, respectively.

December 31,

In millions. 2009 2008 2007 2008 2005
Balance Sheet data: .= - 1 AT R
Current assels $ 1,579 $ 1300 § 1241 $ 100?' $ 1024
Property, glant and equipment, net 12,125 1,655 AHA27 o HOABE < 9808
Goodwill 2,625 2,625 2,625 2,694 3475
Noncurent regulatory assets : 1,088 . ° .BE8 . - PBOS s mEE 0 880
Other deferred debits and other assets 3,272 2,790 3880 _ 3084 2,806
Total assets ‘320607 $18257  $74376 LR T ART
Current liabilities $ 1,597 § 1153 § 1,712 $ 1,600

Lang-term debt, including long-tarm debt te financing trusts A704 - 4915 I i R 1 - PR 1
Noncumrent regulatory liabilities 3,145 2,440 3447 2,824

Other deferred credits and other liabilities 4369 T 3,884 3305 . %ﬁ;ﬁﬁ'; S
Shareholders’ equity 6,882 6,735 6,524 ..5.2e8

Total liabilities and shareholders’ equity T20607  $10.257 T WEe: LW IR THAN ‘ﬁ" 481

(a) The change between 2006 and 2005 was primarily due to the impact of the goodwill Impairment charge of $776 million in 2006,
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PECO

The selected financial data presentied below has been derived from the audited consolidated financial statements of PECO. This data is
qualified in its entirety by reference to and should be read in conjunction with PECO’s Consolidated Financial Statements and Management's

Discussion and Analysis of Financial Condition and Results of Operations included In ITEM 7 of this Report on Form 10-K.

For the Years Ended December 31,

in millions _except for per share dah 2007 2006 zoos
Statomant of Operations data: Ll T . o T T .
Operating revenues $ 4 910
Operatihy income: B = ' 1,049
Income before cumulatwe effecl of ohanges in acoountlng pnncuples $ 520
Cumutative sfféct of & chianga In adcounting principie (net of income taxes) (@)
Net income 517
Net ifcoing:on common stdek - R ) -
Decomber 31,
in miftans 2009 2008 2007 2008 2008
Balance Sheet data: o B ‘ R R
Current assets $1006 § 819 $ 800 § 762 $ 795
Property, plant and equipment, net ‘ : 5297 - 5074 - 4,842 4,651 4471
Noncurrent regulatory assets ) o . 1,834 2597 3273 3 898 4454
Other deferred debits and other assets o : o 882" . 679 . 805 - _ . 464 . 366
Total assets $9019 §9169 $90810 §9,773 $ 10,086
Current iabilities - : R - $-939° '3 981 -§1518.08: 0788 . 93¢
Long-term debt, |nc|ud|ng Iong-term debt to f inancing trusts 2,405 2,960 2,866 4
Noncurant requlatory Gabiites: . : SRR | ¥ AR | WNCIEE- |- | RO, ) SRt
Other deferred credits and other Ilabllmes 2,706 2,910 3 (68 3,061 3,235
Preferrsié securities ’ ’ ‘ 87 & U g7 0 BY T 8Y
Shareholders’ equity 2 565 2,182 2 023 1,722 1,617
Total fiabilties and shareholders’ equity * -+~ R o $,9.I}19 ‘$8:169 -§ 9,810 59,773 % 10,086
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item T. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
Exelan
General

Exelon. a utility services holding company, operates through the following principal subsidiaries each of which is treated as an oparating
sagment:

*  Generation, whose businass consists of its owned and contracted electric generating facilities, its wholesale energy marketing
operations and competilive retail sales operations.

+  ComEd, whose business consists of the purchase and reguiated retail sale of electricity and the provision of transmiasion and
distribution services in northem Wlinois, including the City of Chicago.

= PECO, whose business consists of the purchase and regulated retail sale of electricity and the pravision of transmission and distribution
services in soulheasiern Pennsylvania, including the City of Philadelphia, as well as the purchase and regulated retail sale of natural
gas and the provision of distribution services in the Pennsylvania counties surrounding the City of Philadelphia.

See Note 20 of the Combined Notes to Consolidated Financial Statemenis for segment information.

Through its business services subsidiary BSC, Exelon provides its subsidiaries with a varisty of support services at cost. The costs of these
services are directly charged or allocated to the applicable business segments. Additionally, the results of Exelon's corporate operations include
costs for corporate governance ang interest costs and income from various investment and financing activities.

Exelan Carporation
Executive Overview

Financial Resulls. Exelon’s net income was $2,707 million in 2009 as compared to $2,737 million in 2008, and diluted eamings per average
common share were $4.09 in 2009 as compared to $4.13 In 2008. All amounts presented below ara before the impact of income tax.

Exelon's 2009 results were significantly affected by lower revenue net of purchased power and fuet expense at Generation of $411 million.
This decrease was primarily due to reduced net mark-to-market gains from its hedging activities of $271 million and unfavorable portfolio and
market conditions of $206 million. Additionally, Generation experienced higher nuciear fuel costs of $74 millian. Partially offsetiing these
decreases were lower costs associated with the Ilincis Settlement of $123 million.

ComEd experienced higher revenue net of purchased power expense of $155 million despite unfavorable westher conditions and reduced -
load. Distribution pricing increased ComEd's aperating revenuss by $214 million primarily dus ta the ICC's Seplember 2008 order In the 2007
distribution rate case. This increase was partially offset by the impact of current economic condifions and unfavorable weather, which reduged
ComEd's load resulling in lower revenue net of purchased pawer expense of $40 million and $45 million, respectively.

PECQ had a slight increase of §16 million in its revenue net of purchased power and fuel expense primarily due to increased gas distribution
rates eftective January 1, 2009 resulting from the settlement of 2008 rate case, which pravided $77 mition of additional revenues In 2009. PECO's
increased revenues also reflected the impact of lower electric distribution rates in 2008 of $22 million primarily dus
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io the refund of the 2007 PURTA settlemeni {which was completely offset in charges recorded In taxes other than income). Similar to ComEd,
these increases were partially offset by the impact of current economic conditions and unfavorable weather, which reduced PECO’s load resulting
in lower revenue net of purchased power and fuel expense of $69 million and $21 million, respectively.

Exelon's 2009 results were alsc affected by higher operating and maintenance expense at Generation. in March 2009, Generation
re-evaluatad the fair value of the Handley and Mountain Creek statlons due to the continued decline in forward energy prices, which resulted in a
$223 million iImpelrment charge. In December 2009, Generation announced that it had notified PJM of its intention to permanently retire four
fossil-fired generation units in Pennsylvania because they are no longer economic to oparate and ara not required to meet demand for electricity in
the region. In connection with the announced retirements, Generation recorded a charge of $24 million related fo exit costs as well as $32 million
of accelerated depreciation.

Additionally, Exelon’s pension and other postretirement benefils expense increased by $160 million in 2009 due to lower than expected
pension and postretirement plan asset returns in 2008. There was also a scheduled increase in CTC amortization expense at PECO of $20 million
in accordance with its 1998 restructuring settement and increased depreciation of $69 million across the Registrants due to ongoing capital
expenditures.

In response ta current market and aconcmic conditions, Exelon implemented a cost savings program in 2009, This initiative included job
raductions, for which Exelan recorded a $34 million charge related to severance expenses, and a $350 million discretionary contribution to
Exslon’s largest pension fund, which is expaciad to reduce pension expense over the next ten years. PECO generated additional cost savings
through enhancements to credit processes and increased collection and termination activiies initiated in 2008, which reduced the allowancs for
uncollectible accounts expense by $87 million. In additian, ComEd's and PECO’s incremental storm-related costs decreased by $40 million and $9
million, respectively.

Exelon's interest expense decreased by $140 million primarily due to lower outstanding debt at ComEd and PECO and lower interest rates
on Generation’s SNF obligation. Additionally, Exelon was able to capitalize on favorable capital market conditions in its refinancing of $1.2 bitlion
of debt at Exelon and Generation originally scheduled to mature in 2011. Although this debt offering resutted in $120 mitlion in debt extinguishment
cosls, it decreased Exelon’s average cost of debt while also extending the maturities of the debt.

Exelon’s 2009 results were also significantly affected by NDT realized and unrealized galns of $256 million in 2009 compared to realized and
unrealized losses of $308 million in 2008 for the former AmerGen nuclear generating units and portions of the Peach Botiom nuclear generating
units (Non-Requlaiory Agreement Units) as a result of improved market performance.

Finally, Exelon reassessed anticipated apportionment of its income, resulting in a change In stale deferred income tax rates, and ComEd

remeasured income tax uncertainties related to its 1999 sale of fossil generating assets. Thege twa actions resulted in an aggregate non cash gain
of $83 milllon.

For further detall regarding 2009 Financial Results, including explanation of non-GAAP measures, see the discussions of Resulits of
Operations by Segment below.
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Outlook for 2010 and Beyond,

Economic and Market Conditions

Although financial markals hava been relatively stable since last summer, manufacturing has remained weak and unamployment rates
are still high. As a result, Exelon continues to be challenged by current economic conditions. The demand for glectricity has been lower
in the ComEd and PECC service territories, meaning relatively fewer retail sales in both areas than in previous years. Lower demand
and other fasters assaciated with the globat slowdown in economic activity have caused oil, coal and natural gag prices to fall, and have
also depressed wholesale elechricity prices and therefore led to lower margins for Exelon’s wholesale generation fleet. With respect to
natural gas in particular, the price of which is generally the most closely correlated to the price of eleciricily, the reduction has been
significant. A fundamentally oversupplied natural gas market has resulted at times in prices below $3 per million British Therme/ Units.
Additionally, factors other than the weak global economy have cantributed to lower naturat gas prices. In particular, recent technological
innavation has enabled the extraction of natural gas from North America's vast shale formations at a cost that the markels can support
even in 3 lower price environmant,

Exelon’s existing hedging policies are intended to reduce price volatility and maintain finandal discipline. Aithough Exelon’s hedging
palicies have helped protect Exelon’s earnings a3 markets have declined, a pericd of prolonged depressed electricity prices would
adversely impact Exelon's and Generation's results of operations in the future. Further discussion of commedity price risk is included in
ITEM 7A. Quantitative and Qualitative Disclosures About Market Risk.

The volatility in the economy could affect the Registrants' business. The Registrants have continued to assess the impact, if any, of
market developments on their respective finandal condition, including access to liquidity, counterparty creditworthiness, and the value of
investmants and other assets. Sea PART L {TEM 1A, Risk Factors for information regarding the effects of continued uncertainty in the
capital and credit markets or significant bank failures.

New Growth Opportunities

Source: EXELON CORP, 10-K, February 05, 2010

Generation pursues growth opportunities that are consistent with its disciplined approach ta invasting 1o maximiza shareholder value,
taking eamings, cash flow and financial risk into account. During 2009, Generation announced a series of planned power uprates across
its nuclear fleet that will generate between 1,300 and 1,500 MW of additional generation capacity within sight years. The uprate projects
represent a total investment of approximataly $3.5 billion, as measured in cument costs. Using proven technologies, the projects take
advantage of new preduction and measurament technologies, new materials and leaming from a half-century of nuclear power
operations. Uprate projects, representing approximately one quarter of the planned uprates, are underway at the Limerick and Peach
Bottom nuclear stations in Pennsylvania and the Dresden, LaSalle and Quad Cities plants in Winois. The remainder of uprate MW wil!
come from additional projects across Generation's nudear fleet beginning in 2010 and ending in 2017, At 1,500 nuclear-generated MW,
the uprates would displace B million metric tons of carbon emissions annually that would otherwise come from burning fossil fuels. The
uprates have an organized, strategically sequenced implementation plan. The implementation effort includes a pericdic review ancd
refinement of the project in light of changing market conditions. The amount of expenditures ta implement the plan ultimately will depend
on economic and palicy developments, and will ba mads on a project-by-project basis in accordance with, Exelon’s normal project -
evaluation standards.
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«  PECQO plans to implemant Smart Meter and Smart Grid technologies for all customers within their service territory to comply with Act
129. PECO plans to spend approximately $650 milllon on Smart Meter and Smart Grid investments, which is expected to be recovered
with a retum on investment from customers through regulatad rates. In Gctober 2008, the DOE announced its intent to award PECO
$200 millicn in the ARRA of 2008 matching grant funds under the Smart Grid Investment Grant Program. PECO will deduct any costs
paid with DOE funds from amounts recoverable from customers. The new infrastructure will provide the basis for the communications
network and information systems to integrate customer energy usage with utility operations, enabling two-way communication.
Assuming successful completion of the DOE negotiations and PECQO’s receipt of the fult grant on reasonable terms, PECO is committed
to implementing expanded initial deployment of 800,000 meters within three years and accelerating universal smart meter deployment
fram 15 years to 10 years. In addition, PECO may have additional costs associated with the replacement of gas meters and the
wind-down of iis legacy automated meter reading system.

In QOctober 2009, the ICC approved ComEd's proposed AMI pilot program, with minor modifications, and recovery of substantially all
program costs from customers. ComEd expects to have the program fully implemented in early summer 2010, The total anticipated cost
of tha pilot program is approximately $69 million. The AMI pilot program allows ComEd to study the costs and benefits related to
automated metering and to develop the cost estimate of potential full system-wide implementation of AML. In addition, the program
allows customers the ability to manage energy use, imprave energy efficiency and lower energy bills. See Note 2 of the Combined
Notes to the Financial Statements for more information.

* Inthe third quarter of 2009, Exelon established Exelon Transmission, which Is a new venture that wili seek to capitalize on the growing
national market for new transmissicn lines. Exelon Transmission enters a market in which U.S. companies are projected to spend
$60-$100 bililon on transmission development projects by 2020. New transmission projects have the potential to reduce congestlon,
improve reliability, and facilitate movement of renewabls energy. such as wind and solar, to population centers where it is needed most,
Exelon will leverage existing members of management for the initial phases of the project. Exelan Transmission's portfolio will evolve
aver time and may include projects with both traditional, reguiated profiles as well as more competitive, market-based investments.
Exelon expects to provide $10 million in funding to Exelon Transmission in 2010. Additional expenditures will be detetmined on &
project-by-project basis in accordance with Exelon’s normal project evaluation standards,

Liquidity and Cost Management

«  Exelon is subject to significant ongoing cost pressuras during these challenging economic times. Exelon is committed to operating its
businesses responsibly and managing lts operating and capiial costs in a manner that serves Its cusiomers and produces value for its
shareholders. Exelon is also committed to an ongoing strategy to make itself more effective, efficient and innovative. In 2009, Exelon
launched a company-wide cost management initlative, which combines shori-term actions with iong-term change. In the short-term,
Exelon reallzed cost savings of approximately $200 million in 2009 over 2008, primarily as a result of the elimination of 500 positions
within BSC and ComEd, productivity improvements and stringent controls on supply spending, contracting and overtime costs. Exelon is
committed to maintaining a cost contral focus and expects to largely offset increasing pension and benefits expense and general
inflation in 2010 with additional cost savings, including freezing executive salarles and reducing employee benefits. With regard to
long-term changes, Exelon is analyzing cost trencks over the past five years to identify future cost savings opportunities and
imptementing more planning and performance-measurement tools that allow it to betier identify areas for sustalnable productivity
Impravements and cost reductions across the Registrants.
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The Registrants' credit facilities largely extend through October 2012 far Exelon, Generation and PECQ and February 2011 for ComEd.
These credit facilities currently provide sufficient liquidity to the Registrants. Additionally, upon maturity of these credit facilities, the
Registrants may not be able ta renew or replace these existing facilities at current terms or commitment |evels from banks.
Consequently, the Registrants may face increased costs for liquidity needs and may choose to establish allernative liguidity sources to
supply the balance of their needs beginning in 2010 for ComEd and in 2011 for Exelon, Generation and PECO.

Regulfatory Matters

In July 2009, comprehensive legislation was enacted into law in lllinois which provides public utility companies the ability ta bt or refund
customers for the difference between the company’s annual uncollectible expense and amounts collected in rates through a rider
mechanism. The Iegislation allows a public uility company to bill customers for under-collections of accounts starting with 2008 and
prospectively. ComEd under-collected approximately $26 million during 2008 and approximately $44 million during 2009. On

February 2, 2010, the ICC Issued an order approving ComEd's proposed tariffs for collecting the increases or decreases in uncollectible
accounts expense, with minor modifications. With the IGC's approval of tha tariff, ComEd will begin collecting past due amounts in April
2010. ComEd will record the $70 million benefit in the first quarter of 2010. ComEd is also required to make & one-time contribution of
approximately $10 million to the Supplemental Low-income Energy Assistance Fund to assist low-income resldential customers through
the forgiveness of a portion of past-dus amounts.

During 2008, PECO, in accordance with its PAPUC-approved DSP Program, conducted two competitive procurements and entered info
contracts with various counterparties, which included Generation, to procure electric supply for the residential, small commercial and
mediurn commaercial procurement classes beginning in 2011 In preparation for the expiration of its electric generation rate caps and ils
PPA with Generation on December 31, 2010. PECC will procure additional electric supply through seven more procurements of full
requirements and forward purchase energy block contracts of varying lengths in accordance with the plan approved by the PAPUC.
PECO has also been engaged in regulatory proceedings incfuding Rate Mitigation Plans, Energy Efficiency and Conservation Plan and
other regutatory filings to comply with the requirements of Act 129. .

Although these proceedings support competitive, market-based procurement during the 29-month term of the approved DSP Program,
elected officials in Pennsylvania have suggested rate-increase defemrals and phase-ins, rate-cap extensians, a genaration tax and
contributions of value by Pennsylvania utility companies toward rate relief programs that could have a significant impact on PECO and
Generation.

The Pennsylvania Legislature is currently considering HE 80, which, if anacted into law, would increase the minimum required
percentage of electric energy to be procured from alternative energy resources in Pennsylvania, expand the soler purchase and sale
requirements and would incorporate advanced coal combustion with limited carbon emissions as an acceptable altermnative energy
resource.

See Notes 2 and 18 of the Combined Notes to Consolidated Financial Statements for further detall related o these matters.

Environmental Lagisiation

Exelon supports the passage of comprehensive dimate change legislation that balances the need to protect consumers, business and
the ecanomy with the urgent need to reduce GHG
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emissions In the United States. In June 2009, the U.S. House of Representatives passed H.R. 2454, Among its various components, the
bill proposes mandatory, economy-wide GHG reduction targets and goals that would be achleved via a Federal emissions
cap-and-trade program. If enacted, H.R. 2454 is expected to increase wholessle power prices as generating units reflect the price of
carbon emission permits and the cost of emission reduction technology In thelr bids to supply energy to wholesale markets i order to
recover their costs of compliance with carbon regulation. Due to its averall low-carbon generation porifolio, under the provisions of H.R.
2454, Exclon expects that its operating revenues would increase sipnificantly. In September 2009, the U.S. Senate Introduced its
version of climate change legislation that is similar to H.R. 2454, but does not yet provide specific details regarding allowance
allocations. Any bill passed by the U.S. Senate would need to be reconclled with H.R. 2454, approved by both the U.§. House of
Representatives and the U.S. Senate, and signed by President Obama before becoming law.

+  Exelan announced on May 6, 2005 that it had established a valuntary goal to reduca its GHG emissions by 8% from 2001 levels by the
end of 2008, This goal was achieved by December 31, 2008 through Exelon’s planned GHG management efforts, Including the previous
closure of older, inefficlent fassil power plants, reduced leakage of SFs, increased use of renewable energy and its current ensergy
efficiency initiatives. In 2008, Exelon expanded its commitment to GHG reduction with the announcement of a comprehensive business
and environmental strategic plan. The plan, Exelon 2020, details an enterprise-wide strategy and a wide range of initiatives being
pursued by Exslon to reduce, offset, or displace more than 15 million metric tons of GHG emissions per year by 2020 {from 2001
levels). See Mem 1. General Business for further discussion of Exelon’s voluntary GHG emissions reductions.

See Note 18 of the Combined Noies to Consolidated Financial Statements for further detail related to enviranmental matters, including
the impact of environmentat regulation.

Healthcare Reform Legisiation

*  In 2009, the U.5. House of Representatives and the U.S. Senate each passed its own version of healthcare reform bills that would
fundamenially change the nation’s healthcare system. Due to the uncertainty as to the final outcome of Federal healthcare reform
legisiation, the Registrants are unable to estimate the effects on their respective results of operations, cash flows or financial positions.

Competiitive Markets

= Generation is exposed to commadity price risk associated with the unhedged portion of its electricity portfolio. Generation enters into
derivative contracts, including forwards, futures, swaps, and aptions, with approved counterparties to hedge this anticipated exposure.
Generation has hedges in place that significantly mitigate this risk for 2010 and 2011. However, Generation is exposed to relatively
greater commodity price risk in the subsequent years for which a larger portion of its electricity portfolio may be unhedged. Generation
currently hedges commodity risk on a ratable basis over the three years leading to the spot market. As of December 31, 2009, the
percentage of expecled generation hedged was 81%—94%, 69%—72% and 37%—40% for 2010, 2011 and 2012, respectively. The
percentage of expected generation hedged is the amount of equivalent sales divided by the expected generation. Expected generation
represents the amount of energy estimated to be generated or purchased through owned or contracted capacity. Equivalent sales
represent all hedging products, which include cash flow hedges, other derivatives and certain non-derivative coniracts including sales to
ComEd and PECO to serve their refail load. Generation has been and will coniinue to be proactive in using hedging strategies to
mitigate this price risk in subsequent years as well. PECQO has transferred substantially all of its commadity price rigk
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related to its procurement of electricity to Generation through & PPA that expires on December 31, 2010. Since PECO entered into its
PPA with Generation, market prices for energy have generally been higher than the generation rates PECO has paid for purchased
power, which represents the rates paid by PECO customers. Generation's margins on its other sales have therefore generally been
higher. The expiration of the PPA with PECO at the end of 2010 will likely result in increases in margins eamed by Generation beginning
in 2011 for the portion of Generation’s electricity portfolio previously sold 1o PECO under the PPA. While Generation's three year ratable
hedging program considers the expiration of the PPA the ultimate impact of entering into new power supply contracts will depend on a
number of Jactors, including future wholesale market prices, capacity markets, energy demand and the effects of any new applicable
Pennsylvania laws and or rules and regulations promulgated by the PAPUC. Both PECO and GomEd mmgate exposure to commaodity
price risk through the recovery of procurement Gosts from retail customers.

+  Generalion procures coal through annual, short-term and spot-market purchases and natural gas through annual, monthly and
spot-market purchases. Nudear fuel is obtained predominantly through long-tenm uranium concentrate supply contracls, contracted
conversion services, contracted enrichment services and contracted fuel fabrication services. The supply markets for uranium
concentrates and certain nuclear fuel services, coal and natural gas are subject to price fluctuations and availability restrictions. Supply
market conditions may make Generation's praocurement contracts subject to eredit risk related to the polential non-pstformance of
counterparties lo deliver the conlracted commodity or service at the contracted prices. Approximately 56% of Generation's Uranium
concentrate requirements from 2010 through 2014 are supplied by three producers. In the event of non-performancea by these or other
suppliers, Generation believes that replacement uranium concentralas can be obtained, although at prices that may be unfavorable
when compared o the prices under the current supply agreements. Non-perfarmance by these counterparties could have a material
adverse impact on Exelon’s and Generation's results of pperations, cash flows and financial position. Generation uses long-term
contracts and financial instrumants such as over-the-counter and exchange-fraded instruments to mitigate price risk associated with
certain commodity price exposures.

Critical Accounting Policies and Estimates

The preparation of financial slatements in conformity with GAAP reguires that management apply accounting policies and make estimales
and assumptions that affect resuits of operations and the amounts of assets and Gabilities reported in the financial statements. Management
discusses these policies, estimates and assumptions within its Accounting and Disclosure Governance Committee on a regular basis and provides
periodic updates on managemant decisions to the Audit Comimittees of the Exelon, ComEd and PECO Boards of Directors. Management believes
that the araas described below require significant judgment in the application of accounting policy or in making estimates and assumptions in
matters that are inherently uncertain and that may change in subsequent periods. Additional discussion of the application of these accounting
policies can be found in the Combined Notes 1o Consolidated Financial Statements.

Nuclear Decommissioning Asset Retirement Obligations (Exelon and Generation)

Generation must make significant estimates and assumptions in accounting for its obligation to decommission its nuciear generating plants
in accordance with the authoritative guidance for AROs.

The authoritative guidance requires that Generation estimate its obligation for the future decommissioning of ite nuclear generating plants.
To estimate that liability, Generation uses a probability-weighted, discounted cash flow madel thal considers multiple outcome scenarios based
upon significant estimates and assumptions embedded in the following:

Decomumissioning Cast Stadies. Generation uses decommissioning cost studies on a unit-by-unit basis to provide 4 marketplace
assessment of the costs and timing of decommigsioning
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activities, which are validated by comparson to current decommissioning projects within its indusiry and other eslimates, Decommissioning cost
studies are updated, an a rotational basis, for each of Generation’s nuclear units at least every five years.

Cost Escalation Studies. Generation uses cost escalation factors to escalate the decommissioning costs from the decommissioning cost
studles discussed above through the decammissioning petiod for each of the units. Cost escalation studies are used to determine escalation
factors and are based on inflation indices for labor, equipment and materials, energy, LLRW disposal and other costs. Cost escalation studies are
updated on an annual basis.

Probabilistic Cash Flow Models. Generation's probabilistic cash flow models include the assignment of probabilities to various cost,
decommissiohing alternatives and timing scanarios on a unit-by-unit basis. Probabilities assigned o cost levels include an assessment of the
likelihood of actual cosis plus 20% (high-cost scenario) or minus 15% (low-cost scenario) over the base cost scenario. Probabilities assigned to
decommissioning alternatives assess the likelihood of performing DECON (a method of decommissicning in which the equipment, structures, and
portions of a facility and site containing radioactive contaminants are removed and safely buried in a LLRW landfill or decontaminated to a level
that permits property 10 be relsased for unrestricted use shortly after the cessaftion of operations), Delayed DECON (similar to the DECON
scenario but with a delay to allow for spent fual fo be removed from the site prior to onset of decommissioning activities) or SAFSTOR (a method
of decommissioning in which the nuclear facility is placed and maintained in such condition that the nuclear facility can be safely stored and
subsequently decontaminated to levels that permit release for unrestricted use generally within 60 years after cessation of operations) procedures.
Probabilities assigned to the timing scanarios incorporate the likelihood of continued operation through current license lives or through anticipated
license renawals. Generation’s probabilistic cash flow models also include an assessment of the timing of DOE acceptance of SNF for disprosal,
which Generation currently assumes will begin in 2020, based on the DOE's most recent indication. For mora information regarding the estimated
date that DOE will begin accepling SNF, see Note 12 of the Combined Notes to Consolidated Financial Statements.

Discount Rales. The probability-weighted estimated future cash flows using these various scenarios are discounted using credit-adjusted,
risk-free rates applicable to the various businesses in which each of the nuclaar units originally operated.

Changes in the assumptions underlying the foregoing items could materially affect the decommissiconing obtigation. The following table
illugtrates the effects of changing certain ARO assumptions, discussed above, while holding all other assumptions constant (dollars in millions):

Increase to
ARO at
Change in ARQ Assumption : : e , Docombor 31, 2000
Ciast vabalation stidies. e e Lo TR S T e T
Uniform increas in escalation rates of 25 basts ponnts 364
ProbabiBistic cash fiow models P

Increase the likelihood of the high-cost scenario by 10 peroentage palnls and decrease the Ilkellhood of the

low-cost scenario by 10 percentage points 126
Increass the lkellhooad of the DECON scenarlo by 1 percentage poinhaand demmﬂmiksﬂhmdofﬂm e

SAFSTOR scenariaby 10 percentage points - 23t
Increase the likelihood of operating through current license ilves by 10 percentage points and decrease the

iikglihood of aperating through anticipated license renewals by 10 percentage points $ 305

If the estimated date for DOE acceptance of SNF were to be extended to 2030, Generation’s aggregate nuclear decommissioning obligation
would be reduced by an immaterial emount.
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Under the authoritative guidance, the nuclear decommissioning obligation is adjusted on a regular basis due to the passage of time and
revisions lo the key assumptions or the expected timing or estimated amount of the future undiscounted cash fiows required to decommission the

nuclear plants, For mare infarmation regarding accounting for nuclear decommissioning obligations, see Notes 1 and 11 of the Combined Notes to
Consolideted Financial Statements.

Nuclear Decommissioning Trust Fund Invastments (Exelon and Generation)

The NDT fund investments have been established to satisfy Exelon’s and Generation's nuclear decommissioning obligations. The NDT
funds hold debt and equity securities directly and indirectly through commingled funds, Generation's investment policies place limitations on the
types and investment grade ratings of the securities that may be held by the NDTs. These poficies restrict the NDT funds from halding aitemative
investments and limit the NDT funds’ exposures 1o investments in highly illiquid markets. On January 1, 2008, in order to align the accounting
treatment of changes in the fair value of NDT fund invastments in both an unrealized gain and an unrealized loss position, Generation elected the
irevocable oplion 1o measure financial assels and liabilities al fair value with changes in fair value resognized in eamings with respect to these
investments, Therefore, the investments are carried at fair value with all changes in fair value being recognized through the statement of
operations. See Notes 7 and 11 of the Combined Notes te Consolidated Financial Statements for further discussion on the NDT funds.

Asset Impairments (Exelon, Generation, ComEd and PECO)
Goodwill (Exelon and ComEd)

Exelon and ComEd have goodwill relating to the acquisition of ComEd in 2000 under the PEGO/Unicom Merger. Under the provisions of the
authoritalive guidance for goodwill, Exeion and ComEd perform assessments for impairment of their goodwill at least annually or mors frequently if
an event occurs, such as a significant negative regulatory outcome, or circumstances change that would more likely than not reduce the fair value
of the ComEd reporting unit below its carying amount. The impairment assessment is performed using a two-step, fair valus based test. The first
step compares the fair value of the reporting unit 1o its camying amount, incdluding goodwill. If tha carrying amount of the reporting unit exceeds its
fair vallie, the second step is performed. The second step requires an allocation of fair value 1o the individual assets and liabilities using purchase
price allocation guidance in order to determine the implied fair vatue of goodwill. If the implied fair value of goodwill s less than the carrying
amount. an impairment loss is recorded as a reduction to goodwill and a charge to operating expensa. In general, in applying the second step, fair
value increases to assets andfor fair value decreases to liabilities would increase the size of any impairment. For example, a decrease in the fair
value of GomEd's debt would increase the size of any impairment and vice versa. Application of the goodwill impairmant test requires
management judgment, including the identification of reparting units, assigning assets, liabilities and goodwill to reporting units, determining the
fair value of the reporting unit and, in applying the second step (if nesded), delermining the fair value of specific assats and liabliities of the
reporting entity. See Note 6 of the Combined Notes to Consolidated Financial Statements for additional information.

The FASB's fair value measurement and disclosure guidance for alt nonrecurring fair value measursments of nonfinancial assets and
liabilities, induding goodwill, was effective for the Registrants as of January 1, 2009. This authoritative guidance clarified that fair value Is defined
as the price that would be received to sell an asset or paid to fransfer a liabllity in an orderly transaction betwean market participants under current
market conditions. As a result, Exelon and ComEd now estimate the fair value of the ComEd reporting unit using a weighted combination of a
discounted cash flow analysis and a market multiples analysis instead of the expected cash flow approach used in 2008 and prior years. The
discounted cash flow analysis refies on & single scenario reflecting “base case” or
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*best estimate” projected cash flows for ComEd's business and inciudes an estimate of ComEd’s terminal value based on these expected cash
flows using the generally accepled Gordon Dividend Growth formula, which derives a valuation using an assumed perpetual annulty based on the
entity’s residual cash flows. The discount rate Is based on the generally accepted Capital Asset Pricing Model and represents the weighted
average cost of capital of comparable companies. The market muitiples analysls utilizes muitiples of business enterprise value to earnings, before
interest, taxes, depreciation and amortization (ERITDA) of comparable companies in estimating fair value. Significant assumptions used in
estimating the fair value include ComEd’s capital structure, discount and growth rates, utility sector market perfarmance, operating and capital
expenditure requirements, fair value of debt, the selection of comparable companies and recent ransactions. Management performs a
recondiliation of the sum of the estimated fair value of all Exelon reporting units to Exelon’s enterprise value based on its trading price to
corroborate the results of the discounted cash flow analysis and the market multiples analysis.

The regulatory environment has provided more certainty related to ComEd's future cash flows. Although financial markets have stabilized
aver the past year, curent economic conditions continue to impact the market-related assumptions used in the November 1, 2009 annual
assessment. While ComEd did not recognize an impairment in 2009, dsterioration of the market-related factors used in the impairment review
cauld potentially result in a future impaiment loss of ComEd's goodwill, which could be material. If any combination of changes to significant
assumptions resulted In a 5% reduction in fair value as of November 1, 2009, ComEd still would have passed the first step of the goodwill
assessment.

Long-ived Assets (Exelon, Generation, ComEd and PECO)

Exelon, Generation, ComEd and PECO evaluate the camying vailue of their long-lived assets, excluding goodwill, when circumstances
indicate the carrying value of those assets may not be recoverable. Conditions that could have an adverse impact on the cash flows and fair value
of the long-lived assels include general deterioration in the business climate, including current economic energy market conditions, delerioration in
the physical candition or operating performance of the asset, specific regulatory disallowancs or plans to dispose of a long-lived assst significantly
before the end of its useful life. The review of long-lived assets for impairment requires significant assumptions abaut operating sirategies and
estimates of future cash flows, which require assessmeants of current and projected market conditions. For the generation business, forecasting
future cash flows requires assumptions regarding forecasted commaodity prices for the sale of power, costs of fuel and the expected operations of
assets. A variation In the assumptions used could lead to a different canclusion regarding the realizability of an asset and, thus, could have a
significant effect on the consolidated financial statements. An impairment evaluation is based an an undiscounted cash flow analysis at the lowest
lsvel at which cash flows of the long-lived assets are largely indepsndent of other groups of assets and liabilites. For the generation business, the
lowest levet of independent cash flows is determined by evaluation of several factors, including the geographic dispatch of the generation units
and the hedging strategies related to those units. For ComEd and PECO, the lowsst level of independent cash flows is determined by evaluation
of saveral facters including the ratemaking jurisdiction in which they operate and the type of service or commadity. For CamEd the lowest lovel of
independent cash flows is transmission and distribution and for PECQ, the lowsst level of indspendent cash flows is transmission, distribution and
gas. Impairmant may occur when the carrying value of the assel or asset group axceeds the associated future undiscounted cash flows. When the
undiscounted cash flow analysis indicates that the carrying value of a long-lived asset or asset group is not recoveratle, the amount of the
impairmant loss is determined by measuring the excess of the carrying amount of the long-ived asset or asset group over its fair value. An
impairment is reported by the affected Registrant as a reduction to both the long-lived asset and current period earnings. Ses Note 4 of the
Combined Nates to Consclidated Financial Statements for a discussion of asset impairment evaluations made by Generation.
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Depreciable Lives of Property, Plant and Equipment (Exelon, Generation, ComEd and PECOQ)

The Registrants have significant investments in slectric generation assets and electric and natural gas transmission and distribution assets.
Depreciation of these assets is generally provided over their estimated service lives on a straight-line basis using the composite method. The
estimation of service lives requires management judgment regarding the period of time that the assets will be in use. As circumstancas warrant,
the estimated service lives are reviewed to determine if any changes are needed. Dapreciation rates inCorporate assumptions on interim
retirements based on actual historical retirement expertience. To the extent interim retirement pattems change, this could have a significant impact
on the amount of depreciation expense recorded in the income staternent. Changes to depreciation estimates resuiting from a change in the
estimated end of service lives could have a significant impact on the amount of depreciation expense recorded in the income statement.

The estimated service lives of the nuclear generating faciliies are based on the estimated useful lives of the stations, which assume a
20-year license renewal extension of the operating licenses for all of Generation’s operating nudlear gererating stafions. Whila Generation has
received license renewals for certain facilities, and has applied for or expects to apply for and abtain approval of Ncense renewals for the
remaining facilities, circumsiances may arise that would prevent Generation from obtaining additional license renewals. Generation also
periodically evaluates the estimated service lives of its fossil fuel generating facllities based on feasibliity assessments as well as economic and
capital requirements, The estimated service lives of the hydroelectric generating facilities are based on the remaining useful lives of the stations,
which assume a license renewal extension of the aperating licenses. A change in depreciation estimates resulting from Generation's extension or
reduction of the estimated service lives could have a significant effect on Generation’s results of operations.

ComEd is required to file a depreciation rate study at Isast every five years with the ICC, ComEd flied a dapreciation rate study with the ICC
in January 2009, which resulted in the implementation of new depreciation rates effective January 1, 2009,

PECO is required 1o file a depreciation rate study at lsast every five years with the PAPUC. In August 2005, PECO filed a depreciation rate
study with the PAPUC for both its electric and gas assets, which resulted in the implementation of new depreciation rates effective March 2008,

Defined Benefit Pension and Other Postretirement Benefits {Exelon, Generation, ComEd and PECQ)

Exelon spansors defined benefit pensian plans and postretirement benefit plans for substantially all Genaration, ComEd, PECO, and Exelon
Corporate employees. See Note 13 of the Combined Notes to Consolidated Financial Statements for additionat information regarding the
accounting for the defined bensfit pension plans and postretirement benefit plans.

The measurement of the plan obligations and costs associated with providing benefits under these plans invclve several factors, including
developmenit of valuation assumptions and determining accounting elections. When developing the various assumptions that are required, Exelon
caonsiders historical information as well as future expeciations. Tha measurement of benefit costs is affected by tha actual rate of return on plan
assels, and assumplions, including the long-term expacted rate of retum on plan assets, the discount rate applied to benefit obligations, the
incidence of mortality, the expected remaining servica period of plan participants, the fevel of compensation and rate of compensation increases,
emplovee age, length of service, the long-term expecled investment rate credited ta employeas of certain plans, the anticipated rate of increase of
healthcare costs and the level of beneéfits provided to employees and retinses, among other factors. The assumptions are updated annualiy and
upon any interim remeasurement of the plan cbligations. As required by the autharitative guidance, the impact of assumption changes on pension
and other postretirement benefit
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obligations is generally recognized over the expected average remaining service period of the employees rather than immediately recognized in
the income statement. Pansion and postretirement bensfit costs attributed to the operating companies are labor costs and ultimately allocated to
prajects within the operating companies, some of which are capitalized.

Pension and postretirement benefit plan assets include equity and fixed income securities held through funds as well as certain alternative
investment dasses. See Note 12 of the Combined Notes to Consolidated Financial Statements for information on fair value measurements of
pension and other postretirement plan assets, including valuation techniques and dassification in accordance with authoritative guidance under
the fair value hierarchy.

Expected Rate of Return on Plan Assets. The long-term expected rate of refurn on plan assets assumptlion used in calculating pension
costs was 8.50%, 8.75% and B.75% for 2009, 2008 and 2007, respectively. The weighted average EROA assumption used in calculating other
postretirement benafit costs was 8.10%, 7.80% and 7.85% in 2009, 2008 and 2007 respectively. The pension trust activity is non-{axable, while
other postretirement beneflt trust activity Is partially taxable. The EROA is based on current asset allocations as described in Nole 13 of the
Combined Notes to Consolidated Financial Statements. A change in the asset allocation strategy could impact the EROA and related cosis.
Exelon will use an EROA of 8.50% and 7.83%, for estimating its 2010 pension costs and other postretirement benefit costs, respectively.

Exelon calculates the expected return on pension and cther postretirement benefit plan assets by multiplving the ERCA by the MRV of plan
assets at the beginning of the year, taking into cansideration anticipated contributions and beneftt payments to be made during the year. In
determining MRY, the authoritative guidance for pensions and postretirement benefits allows the use of either fair value or a calculated value that
recognizes changes in fair value in a systematic and rational manner over not mare than five years. For pension plan assets, Exelon uses a
calkculated value that adjusts for 20% of the difference between fair value and expected MRV of plan assets. Use of this calculated value approach
enables less volatile expacted asset returns to be recognized as a component of pansion cost from year to year. For other postretirement benafit
plan assets, Exelon uses fair value to calculate the MRV,

Actual asset returns have a significant effect on the costs reported for the Exelon-sponsored pension and other postretirement benefit plans.
The actual asset retums across the Registrant’s pension and other postretirement benefit plans for the year ended December 31, 2009 were
approximately 21% compared 1o an expected long-term retum assumption of 8.5% and 8.1%, respactively. Those return levels are expected o
decrease 2010 and 2011 benefit costs as follows:

Decreass in 2010 Decrease in 2011
Decrease in 2010 Postretirement Decrease in 2011 Postrstiramant
(dellars in milllons) Pension Cost Benhefit Cost Pension Cost Bonofit Cost
P P ~ B SRR AR s L ron o e e A1 o N

This information assumes that movements in asset returns occur absent changes to other actuarial assumptions, and does not consider any
actions management may take, such as changes te the amount and timing of future contributions. The actuarial assumptions used in the
determination of pension and postretirement benefit costs are interrelated and changes in other assumptions could have the impact of offsetting ail
or a portion of the potential decrease in benefit costs set forth above. For example, decreases in actual discount rates, absent changas in other
assumplions, increase pension and postretirement costs and obligations. Sensitivities of cost and obligations to key actuarial assumptions are
discussad in further detail below.
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Discount Rate. The discount rate for determining both the pension and other postretirement benefit abligations was 5.83%, 6.09% and
6.20% at Decembar 31, 2009, 2008 and 2007, respectively. At Decernber 31, 2009, 2008 and 2007, the discount rate was determined by
developing a spot rate curve based on the yield to maturity of a universe of high-quality non-callable {or callable with make whole provisions)
bonds with similar maturities to the related pension and olher postretirement benefit obligations. The spot rates are used to discount the estimated
distributions under the pansion and ofher postretirement benefit plans. The discount rate is the single level rate that produces the same result as
the spot rate curve. Exelon ulilizes an analytical tool developed by ils actuaries to select the discount rates.

The discount rate assumptions used to determine the obligation at year end will be used to determine the cost for the following year. Exelon
will use a discount rate of 5.83% for estimating Its 2010 pension costs and other postretirement benefit costs.

Heaithcare Cost Trend Rate. Assumed healthcare cost trend rates also have a significant effect on the costs reported for Exaton's other
postretirement benefit plans. In determining the healthcare cost trand rate, Exelon reviews actual recent cost trends and projected future trends.

Sensitivity to Changes in Key Assumptions: The following tables illustrate the effects of changing certain of the actuarial assumptions
discussed above, while holding all other assumptions constant (dollars in millions):

Other
3 i Change in Postretirament
Actuarial Assumption : Assumpdian Pension BonoMs
Change in 2009 cost: ‘ S T T T
Discount rate 0.5)% $ M 3 26
EROA : (€.5)% 48 P B
Healthcare trend rate 1.00% — . 49 49
(1.00)% - [ -0) N
Extend the year at
which the ultimate
hesalthcere trend rate of

5% is forecasted to be
reached by 5 years -
Change in benefit obligation at December 31, 2008: '~ = I
Discount rate (0.5)% T2F
EROA ‘ S ST 0.5)% T R
Healthcare trend rate 1.00% - _
Extend the year at

which the ulimate
hezlthcare trend rate
of
5% ls forecasted to be
reached by 5 years — 152 1562

Average Remaining Service Period. For pension benefits, Exelon amortizes its unracognized prior service costs and certain of its actuarial
gains and losses, as applicable, based on participanis’ average remaining service periods. For other postretirement benefits, Exelon amortizes its
unrecognized prior service costs over participants’ average remaining service periad related to eligibility age and amortizes its transition
obligations and cerain actuarial gains and losses aver

75

Source: EXELON CORP, 10-K. February 05, 2010 Powered by Mamingstar® {locumeritl‘ﬂlesean:h"‘M



Jable of Contents

participants’ average remaining service pericd to expected retiremant. The average remaining service period of defined benefit pension plan
participants was 12.7 years, 12.8 years and 13.0 years for the years ended December 31, 2009, 2008 and 2007, respectively. The average
remaining service period of postretirement benefit plan participants related to eligibility age was 6.8 years, 6.9 years and 6.9 years for the years
ended December 31, 2009, 2008 and 2007, respeclively. The average remalning service period of postretirement benefit plan participants related
to expected retiremnent was 9.2 years, 9.4 years and 9.7 yaars for the years ended December 31, 2009, 2008 and 2007, respectively.

Regulatory Accounting (Exelon, ComEd and PECQ)

Exelon, ComEd and PECO account for thelr regulated electric and gas operations in accordance with the authoritative guidance for
accounting for certain types of regulations, which requires Exelton, ComEd, and PECO to reflect the effects of rate regulation in their financial
statements. Regulatory assets represent costs that have been deferred to future periods when it Is probable that the regulator will allow for future
racovery through rates charged 1o customers. Regulatory liabilities represent revenues collected from customers in excess of prescribed recovery
that must be refunded to customers through an adjustment of billing rates. Use of this guidanca is applicable to utility aperations that meet the
fallowing criteria: (1) third-party regulation of rates; (2) cost-based rates; and (3) a reasonaple expectation that all costs will be recoverable from
customers through rates. As of December 31, 2008, Exelon, ComEd and PECO have concluded that the operations of ComEd and PECO meet
the criteria. If it is concluded in a future period that a separable portion of those operations no longer meets the criteria of this guidance, Exelon,
ComEd and PECO are required to gliminate the financial statement effects of regulation for that part of those operations, which would include the
alimination of any or all regulatory assets and liabilities that had been recorded in their Consclidated Balance Sheets and the recognition of a
one-ime extragrdinary item in their Consolidated Statements of Operations. The impact of not meseting the criteria would be material to the
financial statements of Exelon, GomEd and PECO. At December 31, 2009, the extracrdinary gain could have besn as much as $1.7 billion {before
taxes) as a result of the elimination of ComEd's regulatory assets and liabiliies. Al December 31, 2008, the extraordinary charge could have been
as much as $1.5 billion (before taxés) as a result of the elimination of PECO's regulatory assets and liabilities. Exelon would record an
extraordinary gain or charge in an equal amount related to ComEd's and PECO’s regulatory assets and liabilities in addition ta a charge against
QC| {before taxes) of up to $2.5 blllion and $92 millicn for ComEd and PECO, respectively, related ta Exelon's regulatory assets associated with
its defined benefit postretirement plans. The impacts and resolution of the above items could lead to an additional impaiment of ComEd’s
goodwill, which could be significant and at least partially offset the extraordinary gain discussed above. A significant decrease in equity as a result
of any changes could limit the ability of ComEd and PECQ to pay dividends urxler Federal and stale law and cause significant volatility in future
results of operations. See Motes 2, 6 and 19 of the Combined Notes to Consolidated Financial Statemaents for additional information regarding
ragulatory issues, ComEd's goodwill and the significant regulatory assets and liabilities of Exslon, ComEd and PECO, respectively.

For each regulatory jurisdiction in which they conduct business, Exalon, ComEd and PECO continually assess whether the regulatory assets
and liabilities continue to meet the criteria for probable future recavery or setfliement. This assessment includes cansidaration of factors such as
changes in applicable regulatory environments and recent rale orders, including for other regulated entities in the same jurisdiction. Furthermors,
Exelon, ComEd and PECO make other judgments related to the financial statement impact of their regulatory environmants, such as the typas of
adjustments to rate base that will be acceptable to regulatory bodies and the types of costs and the extent, if any, to which those costs will be
recoverable through rates. Additionally, estimates are made in accordance with the authoritative guidance for contingencies, as ta the amount of
revenues billed under certain regulatory orders that will ultimately be refunded to customers upon finalization of the appropriate regulatory
process. These assessments are based, to the exient possible, on past relavant
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experience with regulatory bodies, known circumstances specific fo a particular matter, discussions held with the applicable regulatory body and
other factors. If the assessments and estimates made by Exelon, ComEd and PECQ are ultimately different than actual events, the impact on their
rasults of operations, financial position, and cash flows could be material.

Accounting for Derivative Instruments {(Exelon, Generation, ComEd and PECO)

The Registrants utilize derivative instruments to manage their exposure to fluctuations in interest rates, changes in interest rates related to
planned future debt issuances and changes in the fair value of outstanding debl, Generation uses a variety of derlivative and non-derivative
instruments to manage the commodity price risk of its electric generation facilities, including power sales, fuel and anergy purchases and other
energy-related products marketed and purchased. Additionally, Generation enters into enargy-related derivativas for proprietary trading purposes,
ComEd has entersed into contracts fo procure energy, capacity and ancillary services. In addition, ComEd has a financial swap contract with
Generation that extends into 2013. PECO has entered into derivative natural gas contracis to hedge its leng-term price risk in the natural gas
market. As part of the preparation for the expiration of the PPA with Generation at the end of 2010, PECO has entered into detivative contracts to
procure electric supply through a competitive RFP process as outlined in its PAPUC-approved DSP Pragram. ComEd and PECO do not enter into
derivatives for proprielary trading purpases. The Registrants’ derivative activilies are in accordance with Exelon’s Risk Management Palicy (RMP).

See Note & of the Combined Notes to Consalidated Financial Statements for additional information regarding the Registrants’ detivalive
instruments.

The Registrants account for derivative financial instruments under the applicable authoritative guidance. Determining whether or not a
contract qualifies as a derivative under this guidance requires that management exercise significant judgment, including assessing the market
liquidity as well as determining whether a contract has one or more underlyings and one or more notional amounts. Further, interpretive guidance
related to the authoritative literature continues to evolve, including how it applies to energy and energy-related products. Changes in
management's assessment of contracts and the liquidity of their markets, and changes in authoritative guidance related to derivatives, could result
in previously excluded contracts being subject to the provigions of the authoritative derivative guidance. Generation has determined that contracts
to purchase uranium do not meet the definition of a derivative under the current authoritative guidance since they do not provide for net setfiement
and the urarium markets are not sufficiantly liquid to conclude that forward coniracts are readity convertible to cash. If the uranium markets do
become sufficiently liquid in the future and Generation begins to account for uranium purchase contracts as derivative instruments, the fair value of
these contracts would be accounted for cansistent with Generation’s other derivative instruments. In this case, if market prices differ rom the
ungerlying prices of the contracts, Generation would be required to record a mark-to-market gain or loss, which may have a materizl impact to
Exelon’s and Generation's financial positions and results of operations.

Under current authoritative guidance, all derivatives are racognized on the balance sheet at thelr fair value unless they qualify for @ normal
purchases and normal sales exception. Further, derivatives that quality and are designated for hedge accounting are classified as fair value or
cash flow hedges. For falr value hedges, changes in fair values for both the derivative and the underlying hedged exposure are recegnized in
earnings each period, For cash flow hedges, the portion of the derivative gain or loss that is effective in offselting the change in the hedged cash
flows of the underlying exposure is deferred in accumulated OCI and later reclassified into eamings when the undedying trangaction occurs. Gains
and losses from the ineffective portien of any hedge are recognized in eamings immediately. For other derivative contracts that do not qualify or
are not designated for hedge accounting and for energy-related derivatives entered for proprietary trading purposes, changes in the fair value of

the derivatives are recognized in eamings each period except for ComEd and PECO, In which changes in the fair value each period are recorded
in a regulatory asset or liability.
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Normal Purchases and Normal Sales Exception. Determining whether a contract qualifies for the normal purchases and normal sales
exceplion requires that managemant exarcise judgment on whether the contract will physically deliver and requires that management ensure
compliance with all of the associated qualification and documentation requirements. Revenues and expenses on conlracts that qualify as normal
purchases and normal sales are recognized when the underlying physical transaction is completed. Contracts which qualify for the normal
purchases and normal sales exception are those for which physical delivery Is probable, quantities are expected to be used or sold In the normal
course of business over a reasonable period of time and price is not tied to an unrelated underlying derivative, As part of Generation's energy
marketing business, Generation enters into contracts to buy and sell energy to meet the requirements of lis customers. These contracts include
short-term and long-term eommitments 1o purchase and sell energy and energy-related products in the retail and wholesale markets with the intent
and ability to deliver or take delivery. While these contracts are considered derivative financial instruments under the authoritative guidance, the
transactions have been designated as normal purchases and normal sales and are thus not required to be recorded at fair value, but rather on an
accrual basis of accounting. The contracts that ComEd has entered into with Generation and other suppliars as part of the initial ComEd
procurement auction and the subsequent RFP process, PECO's full requirements fixed price contracts under the PAPUC-approved DSP program
and all of PECO's natural gas supply agreements that are derivatives, qualify for the normal purchases and normal sales exception. If it were
determined that a transaction designated as a normal purchase or a normal sale no longer met the scope exceptions, the fair value of the related
contract would be recorded on the balance sheet and immediately recognized through eamings at Generation or offset by a regulatory asset or
liability at ComEd and PECO. Thereafter, future changes in fair value would be recorded In the balance sheet and recognized through earnings at
Generation. Triggering events that could result in a contract’s luss of the normal purchase and normal sale designation, because i is na longer
probatle that the contract will result In physical delivery, include changes In business requirements, changes in counterparty credit and book-outs
(financial settlements).

Commadity Contracts. Idantification of a commodity contract as a qualifying cash flow hedge requires Ganeration to determine that the
coniract is in accordance with the RMP, the forecasted future transaction is probable and the hedging relationship between the commodity
contract and the expected future purchase or sale of the commodity is expected to he highly effective at the initiation of the hedge and throughout
the hedging relationship. intemal models that measure the statistical correlation between the derivative and the associated hedged item determine
the effectivenass of such a commodity contract designated as a hedge. Ganeration reagssesses its cash flow hadges on a regular basis to
determine if they continue to be effective and that the forecasted future transactions are probable. When a contract doss not meet the sffective or
probable criteria of the authoritative guidancs, hedge accounting is discontinued and changes in the fair value of the derivative are recorded
through eamings at Generation or offset by a regulatory asset or liability at ComEd and PECO.

As a part of accounting for derivatives, the Registrants make estimates and assumptions congeming future commodity prices, load
requirements, interest rates, the timing of future transactions and their prabable cash Rows, the fair value of coniracis and the expected changes in
the fair value in deciding whethar or not to enter into derivative transactions, and in defermining the initial accounting treatment for derivative
transactions. In accordance with the authoritative guidance for fair value measurements, the Registrants categorize these derivatives under a fair
value hierarchy that prioritizes the inpuis to valuation techniques used to measure fair value. Derivative contracts are traded in both
exchange-based and non-exchange-based markets. Exchange-based derivatives that are valued using unadjusted quoted prices in active markets
are categorized in Level 1 in the fair value hisrarchy. Certain non-exchange-based derivatives are valued using indicative price quotations
available through brokers or over-the-counter, on-line exchanges are categorized in Level 2. These price quotations
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reflect the average of the bid-ask mid-paint prices and are oblained from sources that the Registrants belisve provide the most liquid market for
the commadity. The price guotations are reviewed and corebarated to ensure the prices are obsarvable and reprasentative of an orderly
trapsacticn between market participants. This includes consideration of actual transaction volumes, market delivery points, bid-ask spreads and
contract duration. The Registrant’s non-exchange-based derivatives are predominately at liquid trading points. The remainder of
non-exchange-based derivative contracts is valued using the Black model, an industry standard option valuation madel. The Black model takes
intg account inputs such as contract terms, including maturity, and market paramelers, including assumptions of the future prices of anergy,
interest rates, volatility, credit worthiness and credit spread. For non-exchange-based derivatives that frade in liquid markets, such as generic
forwards, swaps and options, model inpuls are generally chservable. Such instruments are categorized in Level 2. For non-exehange-based
derivatives that trade in less liquid markets with limited pricing information, such as the financial swap contract babtueen Generation and ComEd,
model inputs generally would include both observable and unobservable inputs, In instances where observable data is unavailable, consideration
is given to the assumptions that market participants would use in valuing the asset or liability. This includes assumptions about market risks such
as liquidity, volatility and contract duration. Such instruments are categorized in Level 3 as the model inputs generally are not observable. The
Registrants consider nonperformance rigk, including credit risk in the valuation of derivative contracts categorized in Level 1, 2 and 3, including
both historical and current market data in ils assessment of nonperformance risk, including credit risk. The impacts of credit and nonperformance
risk were not material to the financial statements.

Interest Rate Derivative Instruments. The Registrants may utilize fixed-to-floating interest rate swaps, which are typically designated as fair
value hedges, as a means to achieve its targeted lavel of variable-rate debt as a percent of total debt. Addiicnally, the Registrants may use
forward-starting interest rate swaps and treasury rate locks to lock in interesi-rate levels in anticipation of future financings. The Registrants use a
calculation of future cash inflows and estimated future outflows related to the swap agresments, which are discounted and netted (o determine the
current fair value. Additional inputs to the present value calculation include the contract terms, as well as market parameters such as interest rales

and volatility. As these Inputs are based on observable data and valuations of similar instruments, the interest rate swaps are categorized in Level
2 in the fair value hierarchy.

See ITEM 7A. Quantitative and Qualitative Disclosures About Market Risk and Notes 7 and 8 of the Combinett Notes to Consclidated
Financial Statements for additional information regarding the Registrants’ derivative instruments.

Taxation (Exelan, Generation, ComEd and PECQ)

Significant management judgment is required in determining the Registrants' pravisions for income taxes, primarity dus to the uncertainty
related to tax positions taken, as well as deferred tax assets and liabilities and valuation allowances. The Reglstrants account for uncertain income
tax positions using a benefit recognition model with a twe-step approach, a more-likely-than-not recognition criterion and a measurement attribute
that measures the position as the largest amaount of tax benefit that is greater than 50% likely of being ultimately realized upon ultimate setilement
in accordance with the authoritative guidance for accounting for uncertain tax positions. If it is not more likely than not that the benefit wili be
sustained on its technical merits, no benefit will be recorded. Uncertain tax positions that relate only to timing of when an item is inciuded on & tex
return are considerad to have met the recognition threshold. Managemsnt evaluates each position based solely on the technical metits and facis
and circumstances of the position, assuming the position will be examined by a taxing authority having full knowledge of all relevant information.
Significant judgment is required to datermine whether the recognition threshald has been met and, if so, the approptiate amount of unrecognized
tax benefits to be recorded In the Registrants’ consolidated financial statements.
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The Registrants evaluate quarterly the probability of realizing deferred tax assets by reviewing a forecast of future taxable income and the
availability of tax planning strategies that can be implemented, if necessary, to realize deferred tax assets. The Registrants also assess their ability
to utilize tax aftributes, including those in the form of carryforwards, for which the benefits have already been reflected in the financial statements.
The Registrants record valuation allowances for deferred tax assets when the Registrants conclude it is more likely than not such benefit will not
be realized in future periods.

Actual income taxes could vary from estimated amounts due to the future impacts of various items, including changes In Income tax laws,
the Registrants’ forecasted financlal condition and results of operations In future periods, failure to successfully implement tax planning strategies,
as well as results of audits and examinations of filed tax returns by taxing authorities. While the Registrants believe the resuling tax balances as of
December 31, 2009 and 2008 are appropriately accounted for in accordance with the applicable authoritative guidance, the ultimate outcome of
such matters could result in fervorable or unfavorable adjustments to their consolidated financia! statements and such adjustments couid be
material. See Note 10 of the Combined Notes to Consclldated Financial Statements for additional information regarding taxes.

Accounting for Contingencies (Exelon, Generation, ComEd and PECO)

In the preparation of their financial statements, the Registrants make judgments regarding the future outcome of contingent events and
record loss contingency amounts that are probable and reasonably estimable based upon available information. The amounts recorded may differ
from the actual income or expense that occurs when the uncertainty Is rescived. The estimates that the Registrants make in accounting for
contingencies and the gains and losses that they record upon the ultimate resolution of these uncertainties could have a significant effect on their
consolidated financlal statements.

Environmental Costs

Environmental investigation and remediation liabilitles are based upon estimates with respect to the number of sites for which the
Registrants will be responsible, the scope and cost of work to be performed at each site, the partion of costs that will be shared with other partles,
the timing of the remediation work, changes in technology, regulations and the requirements of local governmental authorities. These matters, if

resolved in a manner different from the estimate, could have a material effect on the Registrants’ results of operations, financial position and cash
flows.

Other, Including Fersonal injury Claims

The Registrants are self-insured for general liability, automotive liabllity, and personal injury claims to the extent that losses are within policy
deductibles or exceed the amount of insurance maintained. The Registrants have reserves for both open claims asserted and an estimate of
claims incurred but not reported (IBNR). The IBNR reserve Is estimated based on actuarial assumptions and analysis and is updated annually.
Projecting future events, such as the number of new claims to be filed each year, the average cost of disposing of claims, as well as the numerous
uncerainties surrounding litigation and possible legislative measures in the United States, could cause the actual costs to be higher or lower than
estimated. Accordingly, these claims, if resolved in a manner different from the estimate, could have a material effect on the Registrants’ results of
operations, financial position and cash flows.

Allowance for Uncollectible Accounts (Exelon, Generation, ComEd and PECO)

The allowance for uncollectible accounts reflacts the Registrants’ best estimates of probable losses on the accounts receivable balances.
The allowance is based on known troubled accounts,
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historical experience and other currently available evidence. For ComEd and PECO, customer accounts are generally considered delinquent if the
amount billed is not received by the time the next bill is issued, which nomally occurs on a monthly hasis. Customer accounts are written off
consistent with approved regulatory guidelines. ComEd and PECG are each currently obligated to provide service to all electric customers within
their respective franchised territories and are prohibited from terminating electric service lo cerain residential custommers due to nonpaymant
during certain manths of the year. ComEd's and FECO's provisions for uncofiectible accounts will continue to be affected by changes in prices and
economic conditions as well as changes in ICC and PAPUC regulations, respectively.

Revenue Recognition (Exelon, Generation, ComEd and PECO)

Revenues related to the sale of energy are recorded when service is rendered or energy is delivered to customers. The determination of
Generation’s, ComEd's and PECO’s retail energy sales to individual customers, however, is based on systematic readings of customer meters
generally on a monthly basls. At the end of each month, amounis of snergy delivered to customers sinca the date of the tast meter reading ars
estimated, and corresponding unbilled revenue is recorded. Unbilled revenue is estimated each month based on daily customer usage measured
by generation or gas throughput volume, estimated customer usage by class, estimated losses of energy during delivery te customers and
applicable customer rates. Increases in volumes delivered to the utilities’ customers and favorahle rate mix due to changes in usage patterns in
customer classes in the period could be significant to the calculation of unbilled revenue. Changes in the timing of meter reading schedules and
the number and type of customers scheduled for sach meter reading dale would also have an effect on the estimated unbilled revenue; however,
total operating revenues would remain materially unchanged.

The determination of Generalion's energy sales, excluding the retail business, is based on estimated amounts delivarad as weil as fixed
guantity sales. At the end of each month, amounts of energy delivered io customers during the menth are estimated and the corresponding
unbilled revenue is recorded. Increases in volumes delivered to the whelesale customars in the period, as well as price, would increass unbilled
revenue.

Results of Qperations by Business Segment

The comparisons of operating results and other statistical information for the years ended December 31, 2003, 2008 and 2007 set forth
below include intercompany transactions, which are eliminated in Exelon’s consolidated financial statements.

Net Income (Loss) from Continuing Operations by Business Segment

Favorable Favarable
(unfavorable) (unfavorable)
2009 vs. 2008 2008 vs. 2007
Generation R - FEE 0 TEEss o ¥TrE S g G e
ComEd . 374 201
PECO,, C S 353 . 325
Other (143) 67)
Total oo - gz - 52717

(a) Other primarily includes carparate aperations, BSC, investrmants in synthetic fusl-producing facilities and intersegmant eliminations.
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Net Income (Loss) by Business Segment

Favurable Favorable
(unfavorable) (unfavorable)
2009 vs, 2008 2008 vs. 2007
) o ) 2009 2008 variance e 2007 ) varlance
ComEd 374 o2 BT )
PECO(-) . 353 328 - -+ O
Other {142) (67) as) 35 __(102)
Total -n LT T e $:2,707: $2737 . $ 0080 L UERTIe 8 1
(@) Other primarily includes corporate operations, BSC, invastmenis in synthelic fusl-producing facilities and intersegment sliminations.
Results of Operations—Generation
Favorable Favorable
{unfavorable) {imfavorable)
2009 vs. 2008 2008 vs. 2007
2009 2008 varlance ‘ 2007 variance
Operating revences Ce §9703 - §10754 - § (1,051  FiGEHME - ¥ 5
Purchased power and fuel expense 2,932 3,672 640 879
Revenus fiét of purchased power and fuel expense ® 6771 7,482 Ay 884
Other operating expenses o i o
'Operdfing and maintenance -~ - 2938 . & i SIS v-.-. § R S O © (283)
Depreciation and amorlization o 333 274 {59) ., > (7))
- Teixos other thanincome. - . R 206 e ST ) SARVRCIING, - - SRR CIEPEY \ |
Total other operahng expenses 3476 3,188 (288) 2,906 (282)
Operating inconie R . 8,296 ‘3054 - {880y 3@eR . a2
Other income and deductlons o
. MW B Lot Lo (113) o {Ely
Eqwty in earnlngs (Iosses} of |nvestments (3) (1)
: , et - : ’ RS 376 - {488y
Total other |nmme and deductlons 260 (606}
Incmmwwﬁnhgmmlmomo A ’
. taxes ‘ 3,555 - 3,388
Income taxes 1,433 1,130
Income from cantifting operations R - R 2,258 - ¢
Income from discontinued operations, net of Income
taxes —_ 20
Neteome- - -5 - oL 0 R SRR % '+ " 2RTE.. %

{a} Generation evaluates its operating performance using the measure of revenue net of purchased power and fusl expense. Genefation ballaves thal ravanus net of
purchased power and fuel axpense is a useful measurement bacause it provides information that can be used to evaluate its aperational performance. Revenue netof
purchased power and fuel expense is not a presentation defined under GAAP and may not be comparable 1o othar companies’ presentations or deemed mere useful than
tha GAAP information provided elsewhere in this report.
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Year Ended December 31, 2008 Compared fo Year Ended December 31, 2008. Generstion's 2009 results compared to 2008 were
significantly affected by lower revenue net of purchased power and fuel expense primarily due to unfavorable portfolio and market conditions,
including decreased net mark-to-market gains from its hedging activities, and revenue from certain long options in Generation’s proprietary trading
pertfolio recorded in 2008. Additionally, Generafion's revenue net of purchased power and fugl expense was affected by gains related to the
settlement of uranium supply agreements in 2008 and higher nuclear fuel costs in 2009 due to rising nuctear fuel prices. The decrease in
Generation's revenues net of purchased power and fuel expense was partially offset by lower costs related to the llfinois Settlement.

Generation's 2009 results compared o 2008 were further affected by higher operating and maintenance expenses. Higher operating and
maintenance expenses were primarily due to a $223 million charge associated with the impairment of the Handlev and Mountain Creek stations
and costs associated with the announced shut-down of three coal-fired and one dual fossil-fired generation unit in Pennsylvania. These actions
were a direct result of current and future expected market conditions. Market conditions alsc contributed to lower than expected pension and
postretirement plan asset retumns in 2008, which resulted in higher pension and other postretirement benafits expense in 2008, Higher operating

and maintenance expenses were partially offset by the favorable results of Exelon’s companywide cost savings initiative and lower nuclear
refusling cutage costs.

Additionally, due to a significant rehound in the financial markets, Generation experenced strong performance in its NDT funds in 2009, As a

result, Generation’s earnings impraved as its NDTs of the Non-Regulstory Agreement Units had significant net realized and unrealized gains in
2008 compared to significant net realized and unrealized losses in 2008.

Year Ended December 31, 2008 Compared to Year Ended December 31, 2007. Generation's 2008 results were significantly affected by
higher revenue net of purchased power and fuel expense compared o 2007 primarily due to favorable portfolic and market conditions, Including
increased net mark-to-market gains from its hedging activities, and revenue from cerlain long optlons In Generation's proprietary trading portfolio
recorded in 2008, which were primarily the result of Favorable energy prices. Additionally, Generation's revenue net of purchased power and fuel

expense was affected by lower costs incurred in conjunction with the llinoiz Settlement and the gain on the termlnatlon of the State Line Energy,
LL.C. (State Line) PPA in 2007.

Generation's 2008 resuits compared to 2007 were further affected by higher operating and maintenance expénses. Higher operating and
maintenance expenses included higher nuclear planned refueting outage costs and higher kabor and confracting costs.

Additionally, due to a sharp decline in the financial markets, Generation’s NDTs of its Non-Regulatory Agreement Urits had sighificant net
realized and unrealized losses in 2008,
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Operating Revenues
For the years ended December 31, 2009, 2008 and 2007, Generation’s sales were as follows:

2009 vs. 2008 2008 vs. 2007
Revenue 2008 2008 Varlance Ch? 0 Varlmce Ch:’b

Eleciric sales to affiliates. . e F34m  § 3588 % . (MBy 0 o @am o §aasr RN - '
Wholesale and retail electric sales 5,978 6,693 {715) (1 0 )% (141) {2.1)%
Total electric sales revenue” SREA G A4 10,281 - {833) T (B U0 e T (0.9%%
Retail gas sales S 295 497 (202) (40.6)% 449 48 10.7%
Trading portfohio R e "1 106 - 405) - (Ee1%- - AL 83 146.5%
Other operating revenue {41) {120 B9 68.5% (114 1) (16) (14.0)%
Tola! operating réventes o st T £ 9703 $10754  $ (105D 0 (@8)% . $010740 %, 6 00%

{a) Includes costs incurred far the Illincis Satilement and revenuss relating to fossil fuel sales and decommissioning revenua fram PECG during 2008, 2008 and 2007.

2009 vs. 2008 2008 va, 2007

% k)

Salas {in GWh) 209 2006 Variance Change 2007 Varance  Chan
Electicsales toaffiiates - . .~~~ T W3 GASE G009 - @O BAA0B 248 .. 04%
Wholesale and retail elec:trlcsales 114,422 111,522 2,900 2.6% 126,244  (13,722) ~(11.(~]J%
Tolsislectripsales - . 173,085 178,174  (5,109) (18)% ;. 188,850 © (13.476). . (FA%

Trading volumes of 7,578 GWh, 8,891 GWh and 20,323 GWh for 2009, 2008 and 2007, respectively, are not included in the table abave.

Electric sales fo affiliales. The changes in Generation's electric sales to affilistes for 2009 compared to 2008 and 2008 compared to 2007
consisted of the following:

Electric sales to affiliates Variance 2009 vs. 2008 _ Varlance 2008 vs. 2047
Price Volume

Prica Volurne Irlﬂ'aase

Comed o §4 AT ¥y e
PECO {14) (55) (69) 43
Total L T § 280 . .§ (368):: _--$'....'~"'i1‘18}‘ f‘"$"’5w3?’

Year Ended December 31, 2009 Compared to Year Ended December 31, 2008. Of the $264 million price variance in the ComEd territories,
$294 million Is related to an Increase in settlements fram the ComEd swap. This increase is partially offset by decreased prices reallzed for sales
under the RFP. The volume decrease in the ComEd territcries is due primarily to the expiration of certain tranches served under the auction
contract, parially offset by an increase In dellveries to ComEd under the RFP. In the PECO temitaries, the decrease in price reflects an
unfavorable change in the mix of average pricing related to PECO's PPA with Generation and the volume decrease was primarily due to
unfavorable economic conditions.

Year Ended December 31, 2008 Compared to Year Ended December 31, 2007. In the ComEd territories, the volume increase was primarily
the result of an acquisition by Generation of an unrelated third party's supply obligations under the ComEd auction effective January 1, 2008, as
well as volumes sold under the ComEd RFP, which started in September 2008. The price decrease in the ComEd
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territaries was largely due to final reconciliation activity recorded in 2007 associated with the full requirements ComEd PPA which ended on
December 31, 2006. This decrease was offsst by a 329 million increase in revenue related to the ComEd RFP. In the PECO territories, the price
increase reflects a favorable change in the mix of average pricing related to PECO's PPA with Genaration, in addition to the effects of the last

scheduled rate increase under the PPA, which took effect in mid-January 2007. The volume decrease in the PECO teritories was primarity due to
unfavorable weather conditions.

Whalesale and retail eleciric sales. The decrease in Generation's wholesale and retail electric sales for 2008 compared to 2008 and 2008
compared to 2007 consisted of the following:

Price o CoeE T ey N Tt RS 2
Volume
Decrease in wholesale and retail electric sdies -

Year Ended December 31, 2009 Compared to Year Ended December 31, 2008. The decrease was primatily the result of an overall
decrease in market prices, partially mitigated by higher volumes of generation sold to the wholesale and retail markets as a result of a decrease in
affillate load served and increased nuclear generation as a result of a decrease in refueling and non-refueling putage days.

Year Ended December 31, 2008 Compared to Year Ended December 31, 2007. The decreasa in volumes was reflective of an increased use
of financial instruments versus physical centracts In addition to lower volumes of generation sold to the market, including the termination of
Generation’s PPA with State Line in October 2007. The increase In price was primarily the result of an overall increase in market prices.

Retail gas sales. Year Ended December 31, 2009 Compared to Year Ended December 31, 2008. Retail gas sales decreased $202 million of
which $131 million was due to lower realized prices and $71 million was due to lower valumes as a result of decreased demand.

Year Ended December 31, 2008 Compared to Year Ended December 31, 2007, Retail gas sales increased $48 million of which 574 million
was due to higher realized prices, partially offset by a $26 million decrease dua to lower volumes as a result of decreased demand.

Trading Portfolio. Year Ended December 31, 2008 Compared to Year Ended December 31, 2008, The trading portfolio revenues decreased
$105 million which was due primarily to earnings in 2008 from ceriain long options in the proprietary trading portfolio.

Year Ended December 31, 2008 Compared to Year Ended December 31, 2007. The trading portfolio revenues increased $63 million which
was due primarily to earnings from certain long options in the proprietary trading portfolic in 2008.

Other revenue. Year Ended December 31, 2009 Compared to Year Ended December 31, 2008. The increase in other revenues was
primarily due to $123 million in reduced custemer credits issued to ComEd and Ameren associated with the 2007 lllinois Setlement further
described in Note 2 of the Combined Notes to Consolidated Financial Statemants, partially offset by $24 million in iower fuel sales.
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Year Ended December 31, 2008 Compared to Year Ended December 31, 2007, The decrease in other revenues was primarily due to $223
million of income in 2007 associated with the termination of State Line PPA, partially offset by $187 million in reduced customer credits issued to
ComEd and Ameren associated with the 2067 Hllinois Setlement and a $14 million Salem oil spill settlement received in December 2008, See
Note 18 of the Combined Notes to Consolidated Financial Statements for additional information regarding the oil spill setdement.

Purchased Power and Fuel Expense. Generation’s supply sources are summarized below:

2008 vs, 2008 2008 vs, 2007
% %
Supply §oum [ir_\ Gﬂg! — S— 2008 _ znual Variance chanﬁl o 2007 Variance Change
Nudieaf generakioh - < 00 R s © 130670 138,342 3287 0.2% | 140388 (1.017) . (0.N%
Purchases o 23,208 26,263 (3,057) (11.6)% 38,021  {11,758) (30.9)%
Fossil and hydroelsctric geriefation - ‘ B 10,189 © 10,668 . - {380) " (3.6)% - A2 @Y T {6.2)%

Total supply 173,065 176,174  (3,109) (1.8)% 189,650 (13476) (7.1)%

{a) Includes Generation’s proportionate share of the outpul of its nuclear genersting plants, including Salam Ganarating Statlon (Salam), which is aperated by PSEG Nuclear,
LLG.

The following table presents changes in Generation's purchased power and fuel expense for 2009 compared o 2008 and 2008 compared ta
2007. Generation considers the aggregation of purchased power and fuel expense as a useful measure to analyze the profitability of electric
operations between periods. Generation has included the analysls below as a complement to the financlal information provided in accordance with
GAAP. However, the aggregaiion of purchased power and fue| expense is not a presentation defined under GAAP and may not be comparabile to
other companies’ presentations or be more useful than the GAAP information Generation provides elsewhere in this report.

Varkance 2009 vs. 2008 Variance 2008 vs. 2007
Toral
Increase

- e e e g e e . . (ﬂ E Prh Vulum D.m“'

Brctidsed jiower ghats, a0 tofing agreement costs ™ - -~ F{@) - § (aoey

Generation costs "~ , . 168 - 168

Retal Foel Costs. 20 - ‘ {146) (70} e

Mark-to-market _ _ n.m. n.m. 271

Décréase iri purchased power and fuelexpenss -~ . . ST § U (ees)

{a) Varianca far 2008 as compared o 2007 presented excludes the net impact of a $1192 millien loss recorded in 2007 associated with Generation’s tolling agreemant with
Georgla Power related to the contract with Tanaska. See Note 18 of the Combined Notes to the Consolidated Financial Statements for additional information.

{b) Variance for both periods exciudes gains of approxinsately $53 million related to non-performance claims for uranium supply agreements recarded in 2008,

n.m. Not meaningful.

Purchased Power Costs and Toliing Agreement Costs.

Year Ended December 31, 2009 Compared to Year Ended December 31, 2008. Purchased power costis include all costs associated with the
procurement of electricity including capacity, energy and fuel costs assodated with tolling agreements. Generation incurred overall lower prices for
purchased power as a result of the decline in market prices. Generation’s decreased purchased power volumes were driven by unfavorable
rnarket conditions.
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Year Ended December 31, 2008 Compared to Year Ended December 31, 2007, Generation had lower purchased power volumes primarily
due to market conditions that resulted in decreased purchases from contracted units as well as decreased volumes due to the termination of the
State Line PPA in Qctober 2007. The decreasa in volumes was also reflective of an increased use of financial instruments versus physical
contracts. Generation incurred overalt higher prices for purchasaed power as a rasult of an overall increase in market pricas. Further, Generation’s
purchased power costs increased $28 million dus to the favarable PJM billing dispute settlement with PPL in the first quarter of 2007,

Generation Costs. Year Ended December 31, 2009 Compared fo Year Ended December 31, 2008. Generation costs indude fuel costs for
internally-generated energy. Generation experienced overall higher generation costs for the year ended Dacember 31, 2009, as compared to the
same period in 2008 primarily as a result of an increase in the cost of nuclear and fossil fuels.

Year Ended December 31, 2008 Compared to Year Ended December 31, 2007, Generation experienced overall lower generation costs jor
the year ended December 31, 2008, as comparad 1o the same period In 2007 due to decreased fossil fuel costs, lower valumes and gains

associated with uranium supply agreement costs, partially offset by increased costs for uranium and fossll fuel inventory impairments of $21
million during the year ended December 31, 2008,

Retail Fuel Costs. Year Ended December 31, 2009 Compared to Year Ended Dacember 31, 2008. Retail fuel cost includes retail gas
purchases. The changes in Generation's retall fuel costs for 2009 as compared to 2008 consisted of overall lower prices resulting in a decrease of
$146 miillion. This was in addition ta lower demand resulting in a volume decrease of $70 million.,

Year Ended December 31, 2008 Compared to Year Ended December 31, 2007. The changes in Generation’s retail fuel costs for 2008 as
compared to 2007 cansisted of overall higher prices resulting in an increase of $75 million, in addition to a retail gas inventory impairment of $12
mitlion during the year 2008. These increases were offset by lowar volumes caused by iower demand, which resuited in a decreass of $25 million.

Mark-tc-markef. Year Ended December 31, 2009 Compared to Year Ended December 31, 2008. Generatian is expased to market risks
associated with changes in commodity prices and enters into economic hedges to mitigate exposure lo these fluctuations. Mark-io-market gains
on power hedging activities were $94 million in 2009, including the impact of the changes in ineffectiveness, compared to gains af $414 miflion in
2008. Mark-to-market gains on fusl hedging activities were $87 million in 2009 compared to gains of $38 million in 2008. See Notes 7 and 8 of the
Combined Notes to the Consolidated Financial Stalements for information on gains and losses associated with mark-to-market derivatives.

Year Entded December 31, 2008 Compared to Year Ended December 31, 2007. Mark-to-market gains on power hedging adlivities were
$414 million in 2008 compared o losses of $253 million in 2007. Mar-to-market gains on fuel hedging activities were $38 million in 2008
compared to gains of $81 million in 2007. See Motes 7 and 8 of the Cambined Notes to Consolidated Financial Staternents for information on
gains and losses associated with mark-to-market derivatives.

The following table presents average electric revenues, supply costs and margins per Myh of electricity sold during 2008 as compared 2008
and 2008 compared te 2007. As set forth in the table, average electric margins are defined as average efectric revenues less average electric

supply costs. Generation considers average electric margins useful measures to analyze the change in profitability of eleciric operafions between
periods. Generaticn has included the analysis below as a complement to '
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the financial information provided in accordance with GAAP. However, these margins are not a presentation defined under GAAP and may not be
comparable to other companies’ presentations or more useful than the GAAP information Generation provides elsewhere in this report.

2009 vs.

2008 vs
($/MWh) 2000 2008 Yo ggos Y gﬂﬂ?
(] angs . £

Averagee%mﬁ‘icmmua VRN T e T . mww%r -mm%« .
Electric sales to afﬁllatas la} ‘ $ 54.19 $ 55.50 1.1%
Wholesale and retell elechicsafes 70 o0 0 o 5479 5080 | 5459 1. T 99%
Tatal—exchuding the trading R.?(Sfc'" 54.59 58.35 (6 4)% ~ B470 6.7%
Average electric supply cost xduding the proprietary trading - ST AL : ‘
pontfolio : $16.30 $ 19.87 o (17'-5)% T § 1854 1.7%
Average margin—exciuding the proprietary trading portfolio $38.20 $ 3848 (0.7)% $ 3516 9.4%

{a} $292 million of pre-tax revenue, and $2 millicn of a pra-tax raduction in revenue, rasuiting from the settlement of the ComEd swap starting in Juna 2008, have baan
excluded from Electric sales to affiliates and included in Wholesale and retail electric sales for the twelve months ended December 31, 2609 and December 31, 2008,
respeciively. Additionally, §88 millien {1,916 GWh} anct $29 milkion (486 GWh) of pre-tax revenue, resulting from sales to ComEd under the RFP, which started in
September 2008, have been excluded from Electric seles to affiliates and includes in Wholesale and retail electric salas for the twelve months endad Decembear 31, 209
and Oecernber 31, 2008, respactively. In addition, REC sales to affiiates have been included within Wholesala and retail eleciric sales.

(b) Average supply cosi includes purchased power and fuel costs associated with electric sales excluding the impact of mark-to-market hedging activilies, Average eleciric
supply cost does nol include fuel costs associated with retail gas sales and other sales for all perieds presented.

(c) |I;cl_‘-'r yoar 2007, excludes the net impact of the $119 million loss related 1o the axecution of the Georgia Power PPA and costs related to the termination of the State Line
'A duting 2007.

The following table presents nuclear fleet operating data for 2009, as compared to 2008 and 2007, for the Exelon-operated plants. The
nudear fleet capacity factor presented in the table is defined as the ratio of the actual output of a plant over a period of time to its output if the plant
had operated at fuf average annual mean capacity for that time period. Nuclear fleet production cost is defined as the costs to produce one MWh
of energy, including fuel, materials, labor, contracting and giher miscellaneous costs, but excludes depreciation and certain octher non-production
related overhead costs. Generation considers capacity factor and produciion costs useful measures to analyze the nudlear fleet performance
between periods. Generation has included the analysis below as a complement to the financial information provided in accordance with GAAP.
However, these measures are not a presentation defined under GAAP and may not be comparable o other companies’ presentations or be more
useful than the GAAP information pravidesd elsewhere in this report.

S RV | ,-EQQL 207
Nudlear flsst capacty factor 0T SR T oae%. T ea g% oa5%

Nuclear fleet production cost per MW $ 16.07 $1587®  $14.46

{a} Excludes Salem, which is operated by PSEG Nuclear, LLC.

(b} Excludes the $53 million reduction in fusl expanse ralated to uranium supply agreement non-perdformance settliements.

Year Ended December 31, 2009 Compared to Year Ended December 31, 2008. The nuclear fleet capacily factor, which excludes Salem,
decreased primarily due to a higher number of outage days. For 2008 and 2008, scheduled refueling outage days totaled 263 and 241,
respectively, and non-refueling cutage days totaled 7B and 59, respectively. Higher nuclear fuel costs, partially offset by lower refusling outage
and other lahor and contracting costs, resulted in a highsr production cost per MWh during 2009 as compared to 2008,

Year Ended December 31, 2008 Compared to Year Ended December 31, 2007. The nuclear fleet capacity factor decreased primarily due o
a higher number of planned refueling outags days. For 2008

88
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and 2007, refueling outage days totaled 241 and 195, respectively, while non-refueling outage days totaled £9 in both years. The lower number of
net MWh generated, the impact of inflation on labor and contracting costs, higher nuclear fusl costs and the refueling autage costs associated with

the higher number of refusling outage days resulted in a higher production cost per MWh during 2008 as comparad fo 2007,

Operating and Maintenance Expense

(a)
{b)

(c)

(d)
(s)
0
{1

{a)
(b}

()

The changes in operating and maintenance expense for 2008 compared to 2008, consisted of the following:

Impairment of certain generating assetsj‘a? T AU

Pension and non-pension postretirement benefits expense

Nuclear insurance cradits © - ‘ B

Announced plant shutdowns ‘ @
Nuclear refusling outage costs, including the co-g;wmd Salem Plant - -
Labor, other benefits, contracting and ‘Enaterials

Asset retiroment obligation reél;mtion ’

Accounts receivable reserve

Other :

Increase in operating and maintenance expense

Reflects the impairment of certain generating assets in 2009. See Notes 6 and 7 of the Combined Notes to Consofidated Financial Statemeants for further infarmation.
Refiects the impact of the return of property and business imsmuption msurance premiums in 2008, No premiums were received for 2000.

Reflects severance-related and invenioty wrile-down costs incurred in 2009 associated with the anncunced plant shutdowns. See Note 14 of the Combined Maotes to
Consolidated Financial Statements for further infonmation.

Primarily reflects the impact of decreased planned and unptanned nuclear cutage days in 2008,
Primarily reflects the impact of Exelon’s 2009 cost savings program,
Primasily reflects an increased reduction in the ARQ in excess of the related ARC balances for the non-ragulatory agreement units dusing 2009 as compared o 2008.

Reflects the imparct of an increase In accounts receivable reserves recorded in 2008 as a resull of Generation’s direct net exposure io Lehman Brathers Holdings Inc.

The changes in operating and maintenance expense for 2008 compared to 2007, consisted of the following:

Nudlear refueling outage costs, including the co-owned Safem Plant @
Labor, other benefits, contracting angl materialg
Decommissioning-related acli'gﬁies ’

Accounts receivable reserve o

Asset retirement abligaﬁerrssecimﬁon

Nugclear insurance credits "

Mew nuclear plant development costs

Other

Increass in operating and maintenance expense

Reflects a higher number of nuclsar refueling outage days in 2008 compared to 2007.

Raflacts ah increase in the contractual elimination of incame taxes assacialed with the decommissioning trusls funds of the former ComEd and PECO nuclzar generating

units {Regutatory Agreement Units).
Reflacts an increase in the accounts receivable reserve recorded in 2008 as a result of Generation's direct net exposure to Lehuman Brothers Holdings Inc.
a9
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(d) Reflacts a decreased reduciion in the ARQ in excess of the related ARC balances for the Non-Regulatory Agreement Units and fossil units during 2008 as compared to
2007.

{e) Reflects the impact of the return of property and business interruption insurance premiums in 2008 compared to 2007,
{f) Reflacls a reduction in costs associated with possible construction of a nuclear power plant in southeast Texas.

Depreciation and Amortization

Year Ended December 31, 2009 Compared lo Year Ended December 31, 2008. For 2009 as compared to 2008, the increase in depreciation
and amortization expense was a result of a change in the estimated useful lives of the plants associated with the 2009 announced shutdowns
further described in Nate 14 of the Combined Notes to Consolidated Financial Statements, which resulted in $32 miillion of accelerated:
depreciation, Additionally, the change in the astimated useful iife of a fossil-fired power plant in 2008 resuited in $18 million higher depreciation
expense in 2009. The remaining increase is primarily due 1o higher plant balances due to capital additions and upgrades ko existing facilities
(including material conditich improvements during nuclear refueling outages), partially offset by the impact of the reassessment of the useful lives
of several other fossil-fired facilities in 2003 and reduced depreciation asscciated with the generating aseets impaired in 2009,

Year Ended Decernber 31, 2008 Compared to Year Ended December 31, 2007. For 2008 as compared ta 2007, the increase in depreciation
and amortization expense was primarily due to higher plant balances dus to capital additions and upgrades to existing facilities (including material
condition improvements during nuclear refueling outages), partially offset by the reassessment of the useful lives of several fossil facilities. The
impact of the reassessment of the useful lives did nect result in a material change to Generation's resulis of operations as compared to amounts
recognized in periods prior to the change.

Taxes Other Than income

Year Ended December 31, 2009 Compared to Year Ended December 31, 2008. For 2009 as compared to 2008, tha increase was primarily
dus to a $9 million gross receipts tax adjustment in 2008.

Year Ended December 31, 2008 Compared to Year Ended December 31, 2007, For 2008 as compared to 2007, the increase was primarily

due to higher payroll taxes of $11 million and higher praperty taxes of $8 million, partially offset by a $9 million gross receipts tax adjustment in
2008.

interest Expense

Year Ended December 31, 2009 Compared to Year Ended December 31, 2008. For 2009 as compared to 2008, the decreass in interest
expense reflects lower interest of $16 million on SNF obligations as a result of lower rates. Interest on the spent fuel obligation accrues at the
13-week Treasury Rate and is recalculated on a quarterly basis. See Note 12 of the Combined Notes ta Consolidated Financial Statements for
further information. Additionally, the decrease in interest expense reflects a $16 million increase in capiialized interest during 2009 as compared to
2008. These decreases in interast expense are partially offset by a $9 million increass in interest expense related to uncertain tax positions.

Yoar Ended December 31, 2008 Compared fo Year Ended December 31, 2007. For 2008 as compared to 2007, the decrease in intergst
expense reflacted lower interest of $29 miilion on SNF obligations as a result of lower rates and a $24 million decrease in intsrest expense related
to a change in the estimate of interest on uncertain tax positions, partially offset by increased interest of $27 million fram higher outstanding
long-term debt balances as a result of the September 2007 bond issuance.
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