Large Filing Separator Sheet

Case Number: 00-1784-EL-CRS

File Date: 09/29/2010

Section: 2 of 4

Number of Pages: 199

Description of Document: RENEWAL APPLICATION

fris 18 to certify that the .mages appeacing are an
accurace and complete reproduction 2 a C.de file

jocument deliversd in the regular coursa of ne
79 ol o

fechnician 2L pate Processed




e AR W o D

Table of
Other, Net

Yaar Ended December 31, 2002 Compared to Year Ended Dacember 31, 2008, For 2009 as compared 1o 2008, the Increase reflects net
unrealized gains in 2009 on the NDT funds of its Non-Regulatory Agreement Units as compared 1o net unrealized losses In 2008, See the table
below for additional information. Additionally, the increase reflects the contractual efimination of $181 million of income tax expense associated
with the NDT funds of the Regulatory Agreement Units in 2008 compared to the contractual elimination of $202 million of income tax benefit in
2008. These increases are partially offset by the impacts of income in 2008 related to the termination of a gas supply guarantee and $71 million of

expense related 1o long-term debt extinguished in the third and fourth quarter of 2009 further described in Note 9 of the Combined Notes to
Consolidated Financial Statements

Year Ended December 31, 2008 Compared to Year Ended December 31, 2007. For 2008 as compared to 2007, the decrease primarily
reflects net unrealized losses in 2008 on the NDT funds of the Non-Regulatory Agreement Units due to adverse financial market conditions, the
contractual elimination of income tax benefiis associated with the NDT funds of the Regulatory Agreement Units, realized losses on the trust funds
of the Non-Regutatory Agreement Units due to the execution of a tax planning strategy in 2008, and realized gains in 2007 on NDT fund

investments of the Non-Regulatory Agreement Units associated with changes in Generation's invesiment sirategy, partially offset by a gain an
sale of TEG and TEP In 2007.

The following table provides unrealized and realized gains {losses) on the NDT funds of the Non-Regulatory Agreement Units recognized in
ather, net for 2009, 2008 and 2007:

2009 2008 2007
Net unrealized gains (losses) on decommissioning trust funds—Non-Regulatory Agreement Uinits ‘ B277 - §05ay o
Net realized geins {losses) on sale of decommissioning trust funds—Non-Regulatory Agreement Units,) $ 20 § (39) % &4

Other-than-temporary impaiment of decommigsioning trust funds—hon-Reguiatory Agreement Units Vnle. o wE 8§ )

{(8) Asaresult of centain NRC regulations, Exelon and Generation were unable to demansirate the abiity and intent io hold the NDT fund Investiments through a recovery
period and, accordingly, recognized any unrealized halding iosses immediately. After the January 1, 2008 adoption of the fair value oplion, other-than-temporary
impairments are no longer recognized since all changes in falr value are racognized in the Stetemant of Operations beginning January 1, 2008,

(h) Unrealized gains and losses were included in accumulated OCI on Exelon’s and Generation's Consaolidated Balance Shests prior to the January 1, 2008 adoption of the
fair value option,

Effective Income Tax Rate.

Generaiion's effective income tax rates for the years ended December 31, 2009, 2008 and 2007 were 40.3%, 33.4% and 40.2%,
respectively, During 2008, Generation recorded tax benefits con realized and unrealized losses in its qualified NDT fund investments. The tax
benefits on the realized and unrealized losses discussed above were recorded at a higher statutory lax rate than Generation's remaining income
from aperations, resulting in a decreased effective income tax rate. See Note 10 of the Combined Notes to Consolidated Financial Statements for
additianal information regarding the compenents of the effective income tax rates.

a)

Source: EXELON CORP, 10-K. February 05, 2010 o Powered by Meraingstar™ Document Research 3
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Results of Operations—ComEd

Favorable Favorable
[unfavorable} (unfavorabla)
2000 vs. 2008 2008 vs. 2007
‘ . 2009 2008 B varlance N 2007 o varlance
Purchased power oxpense 3,065 3,582 165
meenemrpumhamlﬁmrmmw‘“’ e 2708 2054 L o197
Other operating expenses :
‘and maintepante - £ 1028 1,087 0 T
Operatlng and maintenance for regulatory requlred
programs . 63 28
CUDphediion andamotration: o o0 s o o - 4G4 T Apd T
Taxes other than income 281 298
1 fotal et operating expenses T . ¢ _ABRT sty
Operatlng income 843 667
Otharincome and deductions . s S P
Interest expense, net (319) {348)
Equity in losses of unconsolidated affiiates —_ (8)
Cther, net 79 18
Total other income and deductions . - (240) {338)
Incoma belore income taxes 603 329
Incoma taxes. CTETLONL L T 229 . 128 ERRY & |11 SN
Net incame $ 374 $ 201 3 173 $§ 165 3 36

(a) ComEd evaluates Its oparating pariormancs using tha measure of revenue nat of purchased power expanse. ComEd belisvas thal revenue net of purchased pawer
expense is a useful measurement becaussa it provides information that can be usad to evaluate Rs operational performance. [n general, ComEd only earns margin based
on the delivery and transmission of electricity. ComEd has inchuded its discussion of revenue net of purchased power expense below as a complement o the financial
information provided in actordance with GAAP. However, revanus net of purchased power expense is not a presentation defined under GAAP asd may nol be
comparahle to ather companies’ presentations or deemed more useful than the GAAP information pravided elsewhers in this report.

Net Income

Year ended December 31, 2009 Compared to Year Ended December 31, 2008. The increase in ComEd’s net income was driven primarily
by higher revenue net of purchased power expense, reflecting increased distribution rates effective September 18, 2008, partially offaet by a
decline In electric deliveries, primarily resulting from unfavorable weather conditions and reduced load in 2009, In addition, ComEd's increase in
net income reflects lower operating and maintenance expenses, lower interest axpense, and higher interest income related to the 2009
remeasurement of uncertain income tax positions.

Tha reduction in operating and maintenance expense reflects Exelon’s company-wide cost savings initiative in 2009, The initiative included
job reductions, for which ComEd recorded a charge for severance expense as a cost to achieve these savings. ComEd also benefited from
decreased storm expenses. Operation and maintenance expense reflect increased pension and other postretirement benefils expense due to
lower than expected pension and postretirement plan asset retums in 2008. In the September 2008 rate case ruling, the ICC mandated fixed asset
disallowances while allowing certain regulatory assets, which were recorded as a net one-time charge in 2008.
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Depreciation and amoriization expenses increased due to higher plant balances and new depreciation rates effective January 1, 2009.
ComEd experienced a decrease in interest expense primarily due to lower outstanding debt in 2009. ComEd alsa recorded higher interast income
related to the remeasurement in 2009 of uncertain income tax positions.

Year ended December 31, 2006 Compared to Year Ended December 31, 2007. ComEd's net income for 2008 compared t© 2007 reflacted
higher revenue net of purchased power expense, primarily driven by higher transmission rates effective May 1, 2007 and June 1, 2008 and higher
distribution rates effective September 16, 2008. In 2008, ComEd received a refund of llinois Distribution Tax that also contributed to the increase
in net income. These increases were partially offset by unfavorable weather, higher aperating and maintenance expense, principally driven by

disallowances arising from the September 2008 rate case order, higher storm costs, higher depreciation and amortlmtlon expense, and higher
interest expense.

Operating Revenves Net of Purchased Power Expense

There are certain drivers to revenue that are fully offset by their impact on purchased powsr expense, such as commodity procurement costs
and customer choice programs. ComEd is permitted to recover its sfectricity procurement costs from retail customers without mark-up. Therefore,
fluctuations in electricity procurement costs have no impact on electric revenua net of purchased power expense. See Note 2 of the Combined
Notes to the Consolidated Financial Statements for information an ComEd's edeciricity procurement process.

Electric revenues and purchased power expense are affected by fluctuations in customers’ purchases from competilive electric generation
suppliers. All ComEd customers have the choice to purchase electricity from an alternative electric generation supplier. This choice does not
impact the volume of deliveries, but affects revenue collected from customers related to supplied energy and generation services.

Detsils of ComEd's retail customers purchasing electricity fram competitive electric generation suppliers in 2009 and 2008 consisted of the
following:

2009 2008

Number of customars at periodend = - - -~ 7 B T

Percentage of total retail customers L N ] 1%
\olume {GWh) D S R IR © ~ ¥4 bl e
Percentage of total retail dellvenes 52% 51%

The changes in ComEd's eleciric revenue net of purchased power expense for 2009 compared to 2008 consisted of the following:

Distribution pricing Lo BRI TP R PRS- SRR LR I
Energy efficiency and demand response pmgrams

2007 City of Chicago Setlement

Transmission

Volume—delivery : I

Weather—delivery o o

Other -
Total increase
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Distribution pricing
The increase in retail electric revenues net of purchased power expense as a resulf of distribution pricing in 2009 compared to the same
period in 2008, reflected the impact of the 2007 Rate Case. The ICC issued an order in the 2007 Rate Case approving a $274 million increasa in
ComEd's annual revenue requirement. The order became eflective September 16, 2008 resulting in increased distribution revenues in 2009
compared to 2008. See Note 2 of the Combinad MNotes to the Consclidated Financial Statemaents for additional information.

Energy efficiency and demand response programs

As a result of the llliinois Settlement Lagislation, utilities are reguired to provide energy efficiency and demand respansa programs beginning
June 1, 2008 and are allowed recovery of the costs of these programs from customers on a full and current basis through a reconcilable automatic
adjustment clause. In 2009, ComEd recognized $59 million of revenue associated with these programs, compared fo $25 million in 2008, These
amounts were offset by equal amounis in operaling and maintenance expense for regulatory required programs. See Note 2 and Note 19 of the
Combined Noles to the Censolidated Financial Statements for additional information.

2007 City of Chicago Seftlement

ComEd paid $8 million and $18 million in 2009 and 2008, respectively, under the terms of its 2007 Settlement Agreament with the City of
Chicago. Paymenls are recorded as a reduction in revenues; therefore, the [ower payment in 2009 resulted in a net increase in revenues net of
purchased power expense for 2008 compared to 2008. See Nate 2 of the Combined Notes to Consclidated Financial Statements for more
information.

Transmigsion

Transmission revenues net of purchased powsr expense decreased primarily due 1o a FERC order issued in 2008, which approved incentive
racovery treatment of ComEd's largest transmission project. The cumulative recognition in 2008 of the 2007 effects of this arder resulted in higher
revenues in 2008 compared to 2009, This was partially offset by the impacl of higher fransmission rates effective June 1, 2008 and June 1, 2009,
resulting from ComEd's FERC approved formula rale. See Note 2 of the Combined Notes to the Consolidatad Financial Statements for more
information.

Volume—Delivery
The decrease in revenues net of purchased power expense as a result of lowsr delivery volume, exclusive of the effects of weather, in 2009
as compared to 2008, reflected decreased average usage per customer and fewer customers In the ComEd service territory,
Weather—Delivery

Revenues net of purchased power expense were lower in 2003 compared to 2008 due to unfavorable weather conditions. The demand for
electricity is affected by weather conditions. Very wam weather in summer months and very cold weather in other months are referred to as
‘favorable weather conditions” because these weather conditions result In increased customer usage and delivery of electricity. Conversely, mild
weather reduces demand. Degree days are quantitative indices that reflect the demand for energy needed to heat or cool a home or business. In
ComEd’s service tarritory, heating degree days decreased by 4% and cooling degree days decreased by 29% in 2009 compared to the same
period in 2008,
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Other revenues were higher in 2009 compared to 2008. Other revenues include revenues related to late payment charges, assistance
provided to other utilities through mutual assistance programs and recaveries of environmental remediation costs associated with MGP sites.

The changes in ComEd's electric revenue net of purchased power expense for 2008 compared to 2007 consisted of the following:

2007 Distribution Rate Case R T T T TP RS SIS
Transmission

Rate relief program s e

Energy efficiency and demand response pmgrams

Wholesale contracts

2007 City of Chicago Settlement

Volume—delivery

Weather—delivery

Other

Total increase

2007 Distribution Rate Case

The ICC issued an order in the 2007 Rate Case approving a $274 million Increase in ComEd's annual revenue requirement, The order
became eflective September 16, 2008 resulling in a $75 million increase in revenues for 2008 compared to 2007, See Note 2 of the Combined
Notes to the Consolidated Financial Statements far more information.

Transmission

Transmission revenuss net of purchased power expense increased primarily due to a FERC order issued in 2008, which approved incentive
recovery treatment of ComEd's largest transmission project. The cumulative recognition in 2008 of the 2007 effects of this order resulted In higher
revenues in 2008 campared to 2007 In addition, transmission rates increased effective May 1, 2007 and June 1, 2008 resuiting from ComEd’s
FERC approved formula rate. See Note 2 of the Combined Notes to the Consolidated Financial Statements for more information.

Rale relief program

ComEd funded less rate relief credits to customers in 2008 compared to 2007. Credits provided fo customers are recorded as a reduction to
operating revenues; therefore, the reduction in credits resulted in an increase in revenues net of purchased power expensa for 2008 compared to
2007. See Note 2 of the Combined Notes to the Consolidated Financial Statements for more information.

Energy efficiency and demand response programs

As a result of the |llinois Settlement Legislation, utilities are required to provide energy efficiency and demand response programs beginning
June 1, 2008. During the vear ended December 31, 2008,
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ComEd recognized $25 million of revenue associated with these programs. This amount was offset by an equal amount of operating and
maintenance expense. See Note 2 of the Combined Notes to the Consclidated Financial Statements for more information.

Wholesale Contracts

ComEd’s revenues net of purchased power axpense include a $6 million increase primarily due to the expiration of certain wholesale
contracts in 2007.

2007 City of Chicago Settfement

ComEd paid $18 million and $23 million in 2008 and 2007, respectively, under the terms of its 2007 settiement agreement with the City of
Chicago. Payments are recorded as a reduction in revenues; therefore, the lower payment resulied in a net increase in revenues for 2008
compared to 2007. See Mote 2 of the Combined Notes to Consglidated Financial Statements for more information,

Volume—Delivery

While ComEd’s delivery volumes, exclusive of the effects of weather increased slightly compared 1o 2007 on a full year basis, during the
fourth quarter of 2008 ComEd expetienced a decrease in volumes.

Weathar—Delivery

Revenues net of purchased power expense were lower due to unfavorable weather conditions in 2008 compared to the same period in
2007. Coaling degres days were 25% lower for 2008 compared to 2007, partially offset by an 11% increase in heating degree days.

Operating and Maintenance Expense
The changes in operating and maintenance expense for 2009 compared to 2008, conslisted of the following:

Bension:and non-pension posiretirernent benefits axpense © = - . .
Severance . o i

Aligwance for uncoliectible.accounts expense . -

Injuries and damages ) )

Ratg Reflef Programe: < 0 20 5

Corporate allocations

Fririge benefita 55770

Wages and salaries _ L
Confracting and-materials - g
2007 Rate Case disallowances
Incremental storm-refated costs - = 1.
Other

.28
. . 2}

(8} The allowance for uncollectable accounts expense increased in part as a resull of the current overall negative economic conditions, partially mitigated by ComEd's
increased collection activities in 2000.

{by  In September 2008, as a result of the 2007 Rate Case order, ComEd recorded $37 million of fixed asset disallowances; $35 million was recorded as operaiing and
maintenance expense and $2 million was recorded as depraciation expansa. In addition, CamEd established regulatory assets of $13 milion associated with reversing
previcusly incumed expenses. See Note 2 of the Combined Noles to the Consolidated Financial Statements far mare Infarmation.
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The changes in operating and maintenance expense for 2008 compared 1o 2007, consisted of the following:

2007 Rate Case order © - . -i_”',;-i-i‘ s
Wages and salaries

Allowance for uncollectible accounts: expense
Storm-related costs

Corporate allocations

Injuries and damages

Contracting ’ ’
Post rate freeze period transition expenses 1ncurred in 2007
Cther .

Increase in operating and maintenance expense

(a) In September 2008, as a result of the 2007 Rate Case order, ComEd recorded $37 million of fixad asset disallowances; $35 million was recorded as operating and
maintenance expense and $2 million was recorded as depreciation axpense, In addition, GomEd established regulatory assets of $13 million associsted with reversing
previously incurred operating and malntenance expenses. See Note 2 of the Combined Notes to the Consolldated Financial Statements for more information.

{b) The allowance for uncoliectible accounts expense increased during 2008 due o increased customer accaunt charge-ofis and the impact of raia ralief cradits that reduced
thiz expense during 2007,

Operating and maintenance expense for regulatory required programs

Operating and maintenance expenses for regulatory required programs are costs for various legislative and!or requlatory programs that are
recaverable from customers on a full and current basis through a reconcilable automatic adjustment clause. An equal and offsetting amount has
been reflected in operatlng revenues during the period. To fulfill a requirement of the llinois Setdement Legislation, ComEd initisted the ICC
approved energy efficiency and demand response programs in June 2008. In 2009, expenses related to energy efficiency and demand response
programs and purchased power administration costs consisted of $59 milllon and $4 million, respectively, compared to $25 million and $3 million,
respectively, for 2008. See Note 2 and Nate 19 of the Comblned Notes to the Congolidated Financial Statements for additional information.

Depreciation and Amortization Expense
The changes in depreciation and amortization expense for 2009 compared 1o 2008 and 2008 compared to 2007, consisted of the following:

Increase increase
{Decrease) {Decreasa)
) o ws. 2008 2008 vs. 20
Depreciation expense associated with higher plerit balanpes - - 7 - -
2007 Rate Case asset disallowances
Other amortization expense

Increase in depreciation and amortlzahon expense

{a) Depreciation and amoriization expense increased in 2009 compared to 2008 due 1o higher plant balances and changes ta useful lives of assats hasad on a depreciation
rate study, which became effective January 1, 2009,

a7
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Taxes Other Than Income
Year ended December 31, 2009 Compared to Year Ended Decembaer 31, 2008. Taxes other than income decreased for 2009 compared to
2008 primarily as a result of $9 million of property tax settlements recorded in 2009. These settlements will result in lower rates praspectively.

Year ended December 31, 2008 Compared to Year Ended Dacamber 31, 2007. Taxes othar than income decreased for 2008 compared ta
2007 primarily as a result of a $14 million refund of 2005 ltlinois distribution tax recsived in 2008.

Interest Expense, Net
The changes in interast expense for 2009 compared t 2008 and 2008 compared to 2007 consistad of the following:

Increase Increase

Urioerialn iicome tax: bu&ﬁan&remaamm i }
Interest expense on debt (indluding financing trustsﬂl)
!ntaw%t’ sxpensé relted o imoertain tax posttions

Ciher

{Décreass) Morease in interast expehse, net -

{a) During 2009, ComEd recorded $66 million of interest benafit associated with the remeasurement of income tax positions, specifically related 10 the 1299 Sala of Fossi
Generating Assets, of which, $8 million was recorded as a reversal of interest sxpense with the remainder recorded in Diher, net. See Note 10 of the Combined Notes to
Consolidated Financial Statements far more information,

{b) In 2008, intarest axpansa included a $7 million charge to reverse previously recognized AFUDC resulting from the Janvary 18, 2008 FERC order granting incentive
treatment on ComEd’s largest transmission project.

(¢) ComEd Financing I and CamEd Transitional Funding Trust were dissolved in 2008.

{d) During the first quarter of 2008, ComEd recorded an increase in interest expense of $6 million related to a setttemant with the IRS of a research and devalopment claim.
See Note 10 of the Combined Nates of the Consolidated Financial Stataments for more information.

(@) Primarily reflecis the decrease in interest for sheri term barrowings in 2009,

Other, Net
The changes In Other, net for 2009 compared to 2008 and 2008 compared to 2007 consisted of the following:

Increase Increase
{Decrease) (Decrease}
2009 vs. 2003 2008 vs. 2067 )

Gainon dlspusa| of assets and invesimente
Other-than-ternporary impafmént of investments
Other

increase (décreese) in Other, fiet

{a) During 2008, ComEd recorded $66 million of interast banefit associated with the remaasurament of income 1ax positions, specifically related to the 1999 Sale of Foasil
Generaling Assels, of which, 36 million was recorded as a revarsal of interest expense with the remainder recordad in Othar, net. See Note 10 of the Combined Notes to
the Financial Statements for mere information.
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Effectiva Income Tax Rate

ComEd's effective income tax rate for the vears ended December 31, 2009, 2008 and 2007 was 38.0%, 38.9% and 32.7%, raspectively. The
benefit recorded for the Indirect cost capitalization method change in 2007 decreased the effective income tax rate for thal year. See Note 10 of
the Combined Notes to Consolidated Financlal Statements for additional information regarding the components of the effactive income tax rates.

ComEd Electric Operating Statistics and Revenus Detail

% Change % Change

Retall Dellveres (in GWh) 2009 2008 ~ 2D00 vs. 2008 2007 2008 vs. 2007
Full service ¥ P L T ; i
Residential ‘ 26619 28388 (B2% (3%
Small commercial & industrial Co C o 13,633 . L 14937 L BT e AR T
Large commercial & industrial . 1.216 1,045 16.4%
Public authorities & electric railroads S F T 4. o B7R Lo ARTAYe

Total full service 41,889 44 349 (68)%
Dellveryonfy‘”) L T P S S S PR
Residential 2 — . nm oo
Small commercial & industrial . ) - 18,601 1855 - - 7 03% -
Large commercial & industrial 25,452 27,764 {8.2)%
Public autharities & electric raillroads ' a6 638 283% |

Total delivery only 44,871 250 (4.4)%
Total retall deliveries - 86760 91,899 56)% | 83

(a) Reflects deliveries to customers purchasing electricity from ComEd.
(b) Refllects customers electing to purchase electricity from an alternative electric generation supplier.

n.m. Not meaningfut.

Elsctric Revenua 2009 2008
Full service ™ ‘ o e TTEEE T
Restdential _ . 3116 $3.284
Small commercial & industriai P 1,83 0 1542
Large commercial & industrial R 90
Pubtic authorities & electric railroads P SURCITIT. - ST -
Total full sg;v ice 4,567 4,968
Delivery o D ’ S e
Reside%ial'“x - —
Small commercial & industrial - 325 - . 280
Large commercial & industriaf 319 295
Public authorities & electric railroads - . .13 . T
Total delivery only 652 591
Total electric rg’ail revenuss e . .58 . 5558 I
Other revenue 555 577 (3.8)% 561
Total slectric and other revenue. R Y N1l $6136 O Ee% IS MHEEE

(a)} Reflects deliveries to customers purchasing slectricity from ComEd, which include the cost of eleciricily and the cost of transmission and distribution of the electricity.
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(b) Reflecis ravenue under tariff rates from customers electing to purchase electricity from an alternative electric genevation supplier.

(c} There were a minimal number of residential customers being served by alternative eleclric generation suppliers with total activity of less than $1 millian for the years 2008,

2008, 2007,

{d) Other ravenues primarily include transmission revenuas fram PJM. Other items also include late payment charges and muiugl assistance program revenuies.

n.m. Not meaningful.

Results of Operations—PECO
Favorable Favorable
(unfavorable) [unfavorable)
2009 vs. 2008 2008 vs. 2007
2009 2008 varlanca 2007 variance
Purchased power expense and fuel expense 2.746 3 018
mmﬂwmhsacdmsapme andfuet'-,:f, s : v
expense . ‘ - 2,565 2549
Otheruperatmg expenses ) "
- Operaling and maintenance - ™0 731 B30 0T
Depreciation and amomzahon 952 854 (93) ) 773 ) (81)
- Taxes other than income - 276 265 1) C 2800 C 15
Total other operating expenses 1,868 1,850 (18) 1,683 {167)
Operating income 697 699 {2) 847 C o (24B)
Other income and deductlons
Interest expense, net. {187} - {228) 1 AR
Equity in Iossas of unconsnlldated aff ||a!as (24) (16) () 2 o
Other, et - gt 13- 18 N 1+ IR+ TR R -1 &
Total olher income and deductlons {188) (224) 26 ‘ (210) ‘ {14}
Income Hefore indome taxes . 499 475 T LT A TYRE e S (262)
Income taxas 146 150 4 230 80
Net Inciime.- E R v, BB3: - 326 SR el NBRE ‘“""'4"f(182}4
Preferred secunty dlwdends 4 4 —- _ 4
Net inzome.on cofimon stock - ° g 549 821 g e e B §182}'

(@) PECO evaluates lts aperating performance using the measuras of revenue net of purchased power expense far electric sales and revenue nel of fuel axpense for gas
sales. PECO believes revenue net of purchased power expense and revenue net of fuel expense are ugefu! measurements of its performance because they provide
information that ¢an be used ip evaluate its net revenue from aperations. PECQ has included the analysis below as a complemeni to the financial information provided in
accerdance with GAAP. However, revenue net of purchased power sxpansa and revenus net of fuel expense figures are nol a presantation defined under GAAP and may

not be comparable to other companies’ prasentations or more useful than the GAAP information provided alsewhere in this report.

Net Income

Year ended December 31, 2009 Compared lc Year Ended December 31, 2008. The increase In net income was driven primarily by
increased operating revenue nel of purchased power and fuel expense and decreased interest expense, which was partially offset by increased
operating expenses. The increase in revenue net of purchased power and fuel expense was primarily related to increased gas distribution rates

effective January 1, 2009, which were partially offset by reduced electric load.
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PECOQ's operating expenses increased as a result of increased scheduled CTC amortization expense and pension and other postretirement
benefits expense due 1o lower than expected pension and postretirement plan asset returns in 2008. The increased operating expenses were
partially offset by decreased allowance for uncotlectible accounts expense.

PECO also experienced a decrease in gross receipts tax expense primarily due to a rate reductian.

Year ended December 31, 2008 Cornpared to Year Ended December 31, 2007. PECO's net income for 2008 compared to 2007 decreased
dua to lower operating revenue net of purchased power and fuel expensa, reflecting unfavorable weather conditions, as well as higher operating
and maintenance expenses primarily driven by an increase in the allowance for uncollectible accounts expense and increased scheduleg CTC
amortization partially offset by decreased interest expense.

Operating Revenues Nat of Purchased Power and Fuel Expense

There are certain drivers to revenue that are fully offset by their impact on purchased power expense and fuel expense, such as commodity
procurament costs and customer choice programs. Gas revenues and fuel expense are affected by fluctuations in natural gas procurement costs.
PECQ’s purchased natural gas cost rates charged to customsrs are subject to quartsrly adjustments designed 1o recover of refund the difference
between the actual cost of purchased natural gas and the amount included in rates in accordance with the PAPUC’s PGC. Therefore, fluctuations
in natural gas procurement costs have no impact on gas revenue net of fusl sxpense. The average purchased gas cost rate per mmef was $8.80,
$11.31 and $10.23 for the years ended December 31, 2008, 2008 and 2007, respectively. PECQO's electric generation rates charged to customers
are capped until December 31, 2010 in accordance with the 1998 restructuring setttement under the Competition Act. Under PECO's full
raquirements PPA with Generation, purchasad power costs are based on the rates charged to customers. Electric revenues and purchased power
expense fluctuate in relation to customer class usage as each customer class is charged a different capped electric generation rate; however,
there is no impact on electric revenue net of purchased power expense.

Electric revenues and purchased power expense are also affected by fluctuations in participation in the Customer Choice Program. All
PEGO customers have the choice to purchase energy from a competitive electric generation supplier. This choice does not impact the volume of
deliveries, bhut affects revenue collected from customers related to supplied energy and generation service. The numbar of retail customers
purchasing energy from a competitive electric generation supplier was 21,700, 24,800 and 29,200 at December 31, 2009, 2008 and 2007,
respectively, representing 1%, 2% and 2% of total retail customers, respectively.

The changes in PEGO's elgctric ravenue net of purchased power expense and gas revenus net of fuel expense for the year ended
December 31, 2009 compared 1o the same period in 2008 consisted of the following:

Weather -
Gas distribution rale increase
Volume

Pricing

Qther

Total increase (decrease)

I
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Weather

The demand for electricity and gas is affected by weather conditions. With respect to the electric business, very warm weather in summer
moniths and, with respect to the electric and gas businesses, very cold weather in winter months are referred to as "favorable weather conditions™
because these weather conditions result in increased deliveries of slectricity and gas. Conversely, mild weather reduces demand. Electric
revenues net of purchased power expense were lower due to the impact of unfavorable 2009 weather conditions in PECO's service teritory and
gas revenues net of fuel expense were higher due to the impact of unfavorable weather conditions in PECO's service territory in the winter months
of 2008. Healing degree days were 3% higher and cooling degree days were 8% lower. Heating degree days and cooling degrees days are
guantitative indices that reflect the demand for energy needed 1o heat or cool a home or business.

Gas distribution rate Increase
The increase in gas revenues net of fuel expense reflected increased distribution rates effective January 1, 2008 resulting from the
settlement of the 2008 gas distribution rate case.
Volume

The decrease in revanues net of purchased power and fuel expense as a result of lower delivery volume, exdusive of the effects of weather,
reflected decreased eleciric usage per customer across all customer classes as well 83 decreased gas usage across the small commercial and
industniat customer class.

Pricing

The increase in electric revenues net of purchased power expense as a result of pricing reflected the impact of lower PECO electric
distribution rates in 2008 due to the refund of the 2007 PURTA setllement to customers, The rate change had no impact an operating income
because it was offset by the amortization of the regulatory liability related to the 2007 PURTA settlement reflected in taxes other than income.

Qther

The increass in other electric revenues net of purchased power expense refiected an increase in revenues associated with shifis in volume

among customer classes, which resulted in a different profile of rates as different customer classes are charged different rates.

The changes in PECO’s electric revenue net of purchased power expense and gas revenue net of fuel axpense for the year ended
December 31, 2008 comparead to the same period in 2007 consisted of the following:

Increase (Decrease)

oy
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Weather

Revenues net of purchased power and fuel expense were lower due to the impact of unfavorable 2008 weather conditions in PECO's
service territory. Heating and coaoling degree days were 3% and 11% lower, respectively.

Settlement of PUM Billing Dispite

PECO's purchased power expense increased $10 million due to the impact of the favorable settierment of 3 PJM billing dispute with PPL
during 2007. '

Volume

The increass in electric revenues net of purchased power expense as a result of higher delivery volume, exclusive of the effects of weather,

reflected increased electric usage per customer, primarily in the residential electric customer class and an increased number of electric customers
in all customer classes.

Pricing
The decrease in electric revenues net of purchased power expense as a result of pricing reflected lower PECC electric distribution rates in

2008 due to the refund of the 2007 PURTA settlement {o customers. The rate change had no impact on operating ihcome because it was offset by
the amartization of the regulatory liability related 1o the 2007 PURTA setfiement refiected in taxes other than income.

Transmission

The decrease in electric revenues net of purchased power expense reflected decreased transmilssion revenue eamed hy PECO as a
transmission owner for the use of PEGO's transmission facilittes in PJM. This revenue is based on the prior year's summer peak, and the summer
peak in 2007 was lower than in 2006. Transmissian expenses increased due 1o increased allocated costs from PJIM. Transmission expenses

represent wholesale transmission costs and other costs allocated by PJM, including charges for transmission stabilization, default charges and
RTEF costs.

Qther

The increase in other electric revenues net of purchased power expense reflected an increase in revenues associated with volume shifts
among customer classes, which resulted in a different profile of rates as different customer classes are charged different rates.

QOperating and Maintenance Expense
The decrease in operating and maintenance expense for 2009 compared ta 2008 consisted of the following:

Allowance for uncollectibla accountsy' expense =~ - ..

Incremental storm-related costs

Materizls and supplies

Pengion and OPEB expanse

Wages and salaries .~ - o Tt Lo T

Severance
Other : R . B T T IR i
Decrease in operating and maintenance expenss $ (9
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The increase in aperating and maintenance expense for 2008 compared to 2007 consisted of the following:

ARcwante Tor uncollbcinle atcounts expoanse '
Wages and salarles

Fringe Penaffls

Confracting N )

Injuries and damages expense -
Increase in operating and maintenance expense

Aflowance for uncollectible accounts expense

The decrease in allowance for uncollectible accounts expense for the year ended December 31, 2009 compared to 2008 primarily reflects
improved accounts receivable aging as a result of enhancements to credit processes and increased collection and termination activities initizted in
September 2008 and continuing through 2003. The credit process enhancements and Increased collection and terminatlon activities resulted in
increased allowance for uncollectible sccounts expense for the year ended December 31, 2008 compared to 2007, primarily due to updated
reserve estimates to reflect the anticipated Increases in customer account charge-offs assoclated with these activities as well as the further
deterioration in actual and projected collections of PECO's higher risk customer accounts receivable.

Depreciation and Amortization Expensa
The increase In depreciation and amortization expense for 2009 compared to 2008 and 2008 compared to 2007 consisted of the following:

Increase Increasa
(Decrease)
2009 vs 20087

CTCamortization 17 o oo e
Other
incréass in depredistion and amorfizetion expenge . . BRI

(a} Thaincrease in PECO's scheduled CTC amortization recorded is in accordance with its 1998 restructuring settiement under the Competition Act.

Taxes Other Than Income
The increase In taxes other than income for 2009 compared to 2008 and the decrease in 2008 compared to 2007 consisted of the following:

Increase Increase
{Dacreass) {Decreasa)

2008 vs. 2008 2008 vs. 2007
Reduchon of reserve related tn PURTA tax appeal
Saleg and use tax @ LT
Taxes on utility revenues
Ofher: o™ " a 7 T AT : . e e R R A IR re: & - IRt . ;
increase {decrease) in taxes other than incoma $ 1 $ {15}
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(a) The increase was due to the impact of amortization of the reguletory liability recorded during 2008 in connection with the 2007 PURTA settlement, which began in January

2008 and was fully amortized in January 2009. The impact of the amortization on operating income in 2008 was offset by lowar ravanuss due 1o a raduction in the
distribution rates 1o refund the PURTA taxes to customers.

(b)Y On March 27, 2007, PECO prevailed in a Pennsylvania Suprems Court cass in which PECC had contested the assessment of PURTR taxes applicable to 1897, As a
rasult, PECO reduced the reserve associated with this matter.

(€} The decrease in tax expense jar 2008 compared to 2008 was due 10 & gross recaipts tax rete reduction that became effective on January 1, 2009.

Interest Expense, Net

The decrease in inleresi expense, net for 2009 compared to 2008 and 2008 compared to 2007 was primarily due to a decrease in the
ouistanding debt balance cwed to PETT, partially offset by an increase in interest expense assodiated with a higher amount of outstanding
long-term first and refunding mortgage bonds.

Other, Net

The decrease in Other, net for 2009 comparad to 2008 was primarily due to the impact of interest income recorded in 2008 related to the

SSCM settlement. See Note 19 of the Combined Notes to the Consolidated Financial Statements for additional detalls of the components of Other,
net.

The decrease in Other, net for 2008 compared to 2007 was primarily due to the impacts of interest incame recorded in 2007 refated fo the
S5CM settlement, partlally offset by an increase in interest iIncome related to uncertain income tax positions. See Note 19 of the Combined Notes
to the Consolidated Financial Statements for additional details of the components of Other, net.

Effective income Tax Rate

PECO's effective income tax rates for the years ended Decemnber 31, 2009, 2008 and 2007 were 28.3%, 31.6% and 31.2%, respeciively.
See Note 10 of the Combined Noles to the Consolidated Financial Statements for additional information regarding the components of the effective
income tax rates.

PECO Electric Operating Statistics and Revenue Detail

% Chang® % Change

Retall Dallveres (in GWh) 2009 2008 2009 vs, 2008 2007 2008 vs. 2007
FI.I“ service 2, . i B ., :-;': CAEE ) 'A"""'""""'"P- T w‘“ mr—--—-»‘ 2 T : W’“L ‘ M g gg{,»
Residential 12,871 13,287 (3.1)% 1.2
Small commercial & industrial el 044 BN 2400% 7] }ﬁ?ﬂm
Large commercial & industrial 15,832 16,474 {3.9)% ; (0.3)%
Public authorities & electric railroads o ©oc._.9% . 909 . - 238% | e {2.37%

Total full service 37,677 38,881 (3.1)%
Detivery onty * . c T T e B
Residential 2 a0 (26.7)%
Small commercial & industrial . : - - T 468 .. - (247¥% |
Large commercial & industrial 16 3 n.m.

Total delivery only o . o - TB9Y .. HO2 A% | eZE
Total retail deliveries 38,068 39,383 (3.3Y%
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(a) Full service reflects deliveries to customaers purchasing electricity directly from PECO.

{b] Delivery only service reflects customers electing fo raceive electric generation service from a compsiitive electric gensration supplier.

n.m. Not meaningful

Elocirlc Rmnuo 2009
Residential ) $ 1,857
Small commerncial & industrial . S b 1015
Large commercial & industrial 1,307
Public authorities & electric rallioads -~ -~ - o0 T80
Total full samca 4,269
Delivery anly EEL L s
Residantial . o ] 2
Small commerdial & industrial© -+ - ’ S 18
Total delivary only 21
Total electric retail revenues 4,290
Other revenue (c}) 259
Total electiic and other revenue . . . §as54e

% Change
$1.96 (3.
1O L [
1,406 o
TSR
2,437
2 0.0%
27 (22.2)%
4,464 (3.9)%
282 (8.2)%
$4746 0 @D%

% Changs
2007 2008 vs. 2007
(1.6)%
(1A%
1.4%
“(22)%
(0.6)%
a4 (50.0)%
30 0 {16.7)%
34 (20.6)%
4499 (0.8)%
276 2.2%
$ 4775 20 T (006)%

{a) Full service reflects deliveries to customers purchasing electricity directly from PECO, which includes the cost of energy, the cost of the iransmission and the distribution of

the energy and a CTC.

{b) Defivery only revenue reflects revenua from customears electing to receiva generation service from a competitiva slactric generation supplier, which includas a distibution

charge and a CTC,

{c) Other revenue includes transmission revenue from PJM and other wholesale energy sales.

PECO’s Gas Sales Statistics and Revenue Detail
PECO's gas sales statistics and revenue detail were as follows:

Dellvems 1o cmmers {n mml:ﬂ 2009 2008
Relad aales - é L. o0 2 TBra0a ShE T
Transportation 27,206 27,624
Totdd . T 84300 BAT3
Revenue 2009 2008
Transportation . A 18
Resales and offwer. 0 000 0 T - R | 7
Tetal gas revenua $ 762 821

Liquidity and Capital Resources

% Change
2008 ve. 2008

% Changa
2009 vs,
2008

. 28.6% °
A 2)%

(15)%"'

105%

% Change

2007 ZWBVS 2007

% Change
2008 vs.
‘ 2007 ) 2007

1e%
“B1)%
(2.00%

T

The Registrants’ operating and capital expenditures requirements are provided by internally generated cash flows from operations as well as
funds from extemal sources in the capital markets and through bank borrowings. The Registrants’ businesses are capltal inlensive and require
canslderable capital resources. Each Registrant's access to external financing on reasonable terms
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depends on its credit ratings and current overall capital market business conditions, including that of the utility industry in general. If these
conditions deteriarate to the extent that the Regislrants no longer have access to the capitat markets at reasonable terms, Exalon, Generation,
ComEd and PECO have access to unsecured revolving credit Facilities with aggregate bank commitments of $957 million, $4.8 billian, $952 million
and $574 million, respectively. The Registrants’ credit facilities largely extend through October 2012 for Exelon, Generation and PECO and
February 2011 for ComEd. Exelon, Generation, and PECO utilize their credit facilities to support thelr commercial paper pragrams, provide far
other short-term borrowings and to issue letters of credit. ComEd uses Its credit facllities to provide for short-term borrowings and to issue letters

of credit. See the "Credit Matters” section below for further discussion. The Registrants expect cash flows to be sufficient to meet operating
expenses, financing costs and capital expenditure requirements,

The Registrants primarily use their capital resowces, including cash, to fund capital requirements, including construction expenditures, retire
debt, pay dividends, fund pensicn obligations and invest in new and existing ventures. The Registrants spend a significant amount of cash on
capital improvements and construction prajects that have a long-term return on investment. Additionally, ComEd and PECQ operate In
rate-regulated envirenments in which the amaunt of new investmant recovery may be lirnited and where such recovery takes place gver an

extended period of time. Sea Note 9 of the Combined Notes to Cansolidated Financial Statements for further discussion of the Registrants’ debt
and credit agreements.

Cash Flows from Operating Activilies
General

Generation's cash flows from operating activities primarily result from the sale of electric energy to wholesale customers. Genaration's future
cash flows from operating activities may be affected by future demand for and market prices of energy and its ability to continue to produce and
supply power at competitive costs as well as to obtain collections from customers. ComEd's and PECO's cash fiows from operating activities
primarily result from the transmission and distribution of electricity and, in the case of PECO, gas distribution services to an established and
diverse base of retail customers. ComEd's and PECO's future cash flows may be affected by the economy, weather conditions, future legislative
initiatives, future regulatory praceedings with respect to their rates or operations, and their ability to achieve operating cost reductions. See Notes

2 and 18 of the Combined Notes to Consolidated Financial Statements for further discussion of regulatory and !egd proceedings end proposed
legislation.

Pansion and Other Postretirement Benefits

The funded status of the pension and other postretirement beneflt obligattans refers to the difference between plan assets and Exelon's
estimated obligations under the plans. The funded status may change over time due to several factors, Including cantribution levels, assumed
discount rates and actual and assumed rates of retum on plan assets. During 2008, the unfunded status of Exelon's plang increased significantly,
primarily due to lower than expected asset retumns. Exelon has continued to monitor financial market conditions and their impact en the plans
during 2009. The unfunded balance of the plans decreased to $5.83 billion as of December 31, 2009 as compared 1o $6.38 billlon at
December 31, 2008. This decrease was primarily a result of a $350 millicn discretionary pension contribution made during the third quarter, as
well as significantly improved assef returns in 2009 compared to 2008. While a decrease in discount raies and other factors resulted inan
increase in the pension and other postretirement ohligation, it was more than offset by the significant increase in astet values.
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The calculation of funding requirements for pension plans requires election of a methedalogy to determine the actuarial value of assets and
the interest rale used to measure the pension liabillties. Recent pension funding guidance has modified some of those elections.

On December 23, 2008, President Bush signed the Worker, Retiree, and Emplover Recovery Act of 2008 (WRERA), which allows the use of
average assets, including expected retumns (subject to certain limitations) for a 24-month period prior to the measurement date, in the
determination of funding requirements, among other provisions. This option is referred to as asset smoothing. Exelon has elected to utilize asset
smoocthing for its largest pension plan and market value of assets for its remaining plans. These elections are expected to provide Exelon the
opportunity fo defer certain contributions to later years and potentially mitigate fulure contributions through investment market recovery.

In March and Saptember 2009, the U.S. Treasury Departmant provided guidance on the selection of the corporaie bond yield curve for
determining the interest rate used to calculate plan liabilities and determine pension funding requirements. There are other legislative and
regulatory funding relief proposals also being discussed. Exalnn is monitoring the progress of these initiatives and evaluating their potential impact
on lunding requirements and sirategies.

Management considers various factors when making funding decisions, including actuarially determined minimum contribution requirements
under ERISA, as amended, and contributions required to avoid bengfit restrictions for the pension plans. Regulatory requirements and the amount
dedugtible for income tax purposes are among the faciors considered in determining funding for the other postretirement benefit plans.

During Septermber 2009, Exelon made a discretionary pension contribution of $350 million fo its largest pension plan, of which Generation,
ComEd and PECO contributed $154 million, $153 million and $17 million, respectively. The coniribution, combined with funding elections, is
expected io reduce future contribution requirements. See the “Contraciual Obligations and Off-Balance Sheet Arrangements” section below for
management's eslimated pension contributions.

Tax Matters

During 2008, Generation benefited from a provision in the Energy Policy Act of 2006 which allowed companies an income tax deduction for a
"special transfer” of funds from a non-tax qualified NDT fund to a qualified NDT fund. As a result of interpretative guidance published by the IRS
with respact to this provision in the Energy Policy Act of 2005, Generation compleled a special transfer in the first quarter of 2008, which resulted
in net positive cash flow of approximately $280 million in total for 2008 and 2009 combined.

In addition, Exelon, through ComEd, has taken certain tax positions to defer the tax gain on the 1999 sale of its foasii generating assets. The
IRS has disallowed the deferral of the gain on this sale. As more fully described in Note 10 of the Combined Notes to Consolidated Financlal
Statements, a fully successful IRS challenge ta Exelon’s and ComEd's positions would accelerate income tax payments and increase interest
expense related o the deferred tax gain that hecomes currently payable.

The ARRA, of 2009 was enacted in the first quarter of 2009 and included an extension of the incentive from the Economic Stimulus Act of
2008 that allows companies to ¢laim an accelerated depreclation deduction for Federal iIncome tax purposes equal to 50% of the cost basis of
certain property placed in service during 2009. Exefon reduced its tax liability by approximately $340 million as a result of this spedial tax
depreciation provision.
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In 2009, Exelon received approval from the IRS to change its method of accounting for repair costs assoc:aied with Generation’s power
p'ants. The new tax method of accounting resulted In net positive cash flow of approximately $420 million for 2009. Although the IRS granted
Exsicn approval 1o change iis method of accounting, the approval did not affirm the methodology used to calculate Ihe deduction. Exelon has
requested the IRS to review its methodolegy through its Pre-Filing Agreement program.

Given the current economic environment, state and local guvemments are facing increasing financial challenges, which may increase the
risk of additional incame tax levies, property taxes, and other taxes.

The following table pravides a summary of the maior items affecting Exelon's cash flows from operations for the years ending Dacember 31,
2009 and 2008:

Net income Ce : oo e
Add (subtract): ) ) ) o
Non-cash operating activities © AR o SRR & < 1 T
Pension and non-pension pastretlrement henef t contr:butluns o (588
Income taxes o ’ ) e -
Changes in worklng capital and other noncurrent assets and Ilaballtles o {‘Wﬂ 139
Option premiums received/(paki), net . A S R Yo .
Counterparty collateral, net 196 _1,027 QBS )
Net cash flows provided by operations ' ‘ $ 8,004/ $ 6561 . § {457)

(a) Represents depreciation, amortization and accretion, net mark-to-market gains on derivative transactions, deferred income taxes, pravision for uncollactible accounts,
pension and non-pension postretirement benefit expense, equity in eamings and losses of unconsclidated affliates and investments, decommissioning-related hems,
sinck compensation expense, impainmen of long-lived assets, and other non-cash tharges.

{b) Changes in working capital and other noncurrent assets and liabilities exclude the changes in commercial gaper, income taxes and the current portion of long-term debt.

Cash flows provided by operations for 2008 and 2008 by Registrant were as follows:

Exelon
Generation _ 45
PECO 1 186 969

Changes in Exelon’s, Generation's, ComEd's and PECO’s cash flows from operations were generally consistent with changes In each
Registrant’s respsctive results of aperatlons, as adjusted by changes in working capital in the normal course of business. In addition, significant
operating cash flow impacts for the Registrants for 2009 and 2008 were as follows:

Generation
«  During 2009 and 2008, Generation had net collections of counterparty collateral of $195 million and $1,629 million, respectively. Net
collections in 2009 and 2008 were primarily due to market conditions that resulted in favorable changes fo Generation’s net
mark-to-market position. Depending upon whether Generation Is in a net mark-to-market liability or asset position,
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collateral may be required to be posted or collected from its counterparties. This collateral may be in various forms, such as cash, which
may be obtained through the Issuance of commerclal paper, or letters of credit.

+  During 2007, Generation, along with ComEd and other generators and utifities, reached an agreement with various represeniatives from
the State of llinols to address concerns abaut highar electric bills in liHnois. Generation committed to contributing appraximately $747
million over four years. As part of the agreement, Generation contributed cash of approximately $118 million in 2009 and $274 miilion
2008.

*  During 2009 and 2008, Generation's accounts receivable from ComEd for energy purchases related to its SFC, ICC-approved RFP
confracts and financial swap contract (decreased) increased by (358) million and $89 mililon, raspectively.

»  During 2009 and 2008, Generation's accounts receivable from PECO under the PPA increased by $48 million and $5 million,
respectively,

*  During 2009 and 2008, Generation had net payments of approximately $40 million and $124 million, respectively, related to purchases
and sales of options. The level of aption activity in a given year may vary due o several factors, including changes in markset conditions
as well as changes in hedging strategy.

ComEd

*  During the years ended December 31, 2009 and 2008, ComEd's payables io Generation for energy purchases related to its SFC,
ICC-approved RFP contracts and financial swap contract {decreased) increased by $(58) million and 599 million, respactively. During
the years ended December 31, 2009 and 2008, ComEd's payables to other energy suppliers for energy purchases (decreased)
increased by $(68) million and $41 million, respectively.

PECO

«  During the years ended December 31, 2009 and 2008, PECO’s payables to Generation under the PPA increased by $48 million and $5
million, respectively.

*  During the years ended December 31, 2009 and 2008, PECO’s payabies to other energy suppliers for energy purchases decreased by
$43 million and $12 million, respectively. The 2009 decrease In payables to other energy suppliers is primarily due o an agreement
executed in Feloruary 2009 between PECO, Generation and PJM that changed the way that PECO and Generation administer their PPA
for default service.

Cash Flows used in Investing Activities
Cash flows used in investing activities for 2009 and 2008 by Registrant were as follows:

Exalan v
Genaration )
PECD {377) (377)
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Capital expenditures by Registrant and business segment for 2008 and projected amounis for 2010 are as follows:

P A T , IV . 2009 2018
Geaneration : O R s Py £
ComEd
P'ECOb
Other“

Total £xelon capital expenditures -

{a) Includes nudlear fuel.

{p) Other pimarily consists of corporate operations and BSC.

Projected capital expenditures and other investments are subject to periodgic review and revision to reflect changes In economic conditions
and other factors.

Generation. Approximately 43% of the projected 2010 capital expenditures at Generation are far the acquisition of nuciear fuel, with the
remaining amounts réflecting additions ard upgrades to existing facilities {including material condition improvements during nuclaar refualing
outages). Included in the projected 2010 capital expenditures are a series of pianned power uprates across the company’s nuclear flast. See
“EXELON CORPORATION—Executive Overview,” for more information on nuclear uprates.

ComEd and PECO. Approximately 70% and B4% of the projected 2040 capital expenditures at ComEd and PECO, respectively, are for
gontinuing projects to maintain and improve company operations, including enhancing reliability and acdding capacity to the transmission and
distribution systems. The remaining amounts are for capital additions to support new business, customer growth ant AM| and Smart Grd
technologies. PECO’s projected 2010 capital expenditures do not include estimated costs for transmission systemn reliablity upgrades that could
be required by PJM related to Generation’s announced plant retirements. Sea Mota 4 of the Combined Notes to Consolidated Financial
Statements for additional information. ComEd and PECO are each continuing to evaluate their total capital spending requirements. ComeEd and
PECO anticipate that they will fund their capital expenditures with intemally generated funds and borrowings.

Cash Flows from Financing Activities
Cash flows used in financing activities for 2009 and 2008 by Registrant were as follows:

Exeion L. e v ',‘4 sreerc '5:,:3! e (L.m e ~
Generation ‘
ComEd RV Do
PECO
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Debt. Debt activity for 2009 and 2008 by Registrant was as follows:

Company
Generation

Generation

ComEd

ComEd

ComEd

PECQ

Issuance of long-term dabt In 200%

llsa of proceeds

46 million of J-year term rate Pollution Control Notes at
5.00% with a final maturity of December 1, 2042

$1.5 billion of Senior Notes, consisting of $600 million
Senior Notes, 5.20% due Cctober 1, 2019 and $800
millior Senior Notss, 6.25% due October 1, 2039

$£50 milllon tax-exempt variable rate,First Mortgage Bonds,
Series 2008 D, due March 1, 2020

$91 mition tax-exempt variabla ratg First Mortgage Bonds,
Series 2008 F, due March 1, 2017

$50 millian tax-exempt variable rgqja First Morigage Bonds,
Series 2008 E, due May 1, 2021

$250 million of First and Refunding Morlgage Bonds,
£.00% due October 1, 2014

(a) Repurchase due to failed remarketing.

{b} Remarketed in May 2009 with lsiier of cradit lssusd under credit facility.

{c) Repurchase required cue to expiration of existing letter of cradit.
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Used lo refinance $46 million of unenhanced tax-exempt
varially rale dabt that was repurchased in February 23,
2009

Used to finance the purchase and optional redemption of
Generation’s 6.95% bonds due 2011 and for general
corporate purposes, including a distribution to Exelon to
fund the purchase and opiicnal redemption of Exelon’s
6.75% Notes due 2011 and to fund Generation's
September 2008 repurchase of variable-rate long-tem
tax-exernpt debi. The distributions were used to finance
the purchase and optional redemption of Exelon’s 6.75%
bonds duse 2011.

Used to repay credih facility borrowings incurred to
repurchase honds

Used Lo repay credi facility barrowings incurred to
repurchase bonds

Used lo repay credifaciiity borrowings incurred 1o
repurchase bonds

Used to refinance short-term debt and for other general
corporate purposes
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Company

ComEd

ComEd

ComEd

ComEd

ComEd

PECD

PECO

PECO

lssuance of long-term debt during the 2608

Use of proceeds

$450 million of First Morigage 6.45% Bonds, Series 107,
due January 15, 2038

$700 million of First Mortgage 5.80% Bonds, Series 108,
due March 15, 2018

$50 million tax-exempt variable rate figst Mortgage Bonds,
Series 2008 D, dus March 1, 2020

$¢1 millicn tax-exempt variable ratg,first Morlgage Bonds,
Series 2008 F, due March 1, 2017

$50 million tax-exempt variable ratp First Mortgage Bonds,
Series 2008 E, due May 1, 2021

$150 million of First and Refungling Mortgage Bonds,
4 00% due December 1, 2012

$500 million of First and Refunding Mortgage Bonds,
5.35% due March 1, 2018

$300 million of First and Refunding Mortgage Bonds,
5.80% Series due October 15, 2013

Used to retire $295 million of First Morigage Bonds,
Series 99, to call and refinance $155 million of trust
preferred securities and for other general corporate
purposes.

Used to repay a portion of borrowings under ComEd's
revalving credit facility, to provide for the retirement ai
scheduled maturity in May 2008 of $120 million of First
Mortgage bonds, Series 83, and for general corporate
purpases.

Used o refinance $50 million tax-exempt variable
auction-rate pollution control bonds sacured by First
Morigage Bonds, Series 2003 C, due March 1, 2020

Usad 1o refinance $91 million fax-exempt vanable
auction-rata pollution control bonds secured by First
Morigage Bonds, Series 2005, due March 1, 2017

Used 1o refinance a portion of the outstanding tax-exempt
variable auction-rate pollution control bonds secured by
First Morigage Bonds, Series 2003, 2003 B and 2003 D,
due May 15, 2017, November 1, 2018 and January 15,
2014

Used to refinance First and Refunding Mortgage Bonds,
variable rate due December 1, 2012

Used fo refinance commercial paper and for ather general
corparate purposes.

Used to refinance shori-term debt

{a) First Morigage Bonds issuad under the ComEd morigage indenture 1o secure variable waekfy-rate tax-exempt pollution conirol bonds that were lssuad to refinance
variable auclion-rate tax-exempt pollution cantrol bonds.

(b) During the second quarter of 2008, ComEd established a $216 million letter of credit facility, of which $194 million waz used to provide credit enhancement to variable-rate
tax exempt hands including $3 million of accrued interest. That facility expired on May 2, 2009, and the letters of credit are no longer outstanding.

{c) First and Refunding Morigage Bonds issued under the PECO mortgage indeniure to secure tax-exempt pollution control bonds and notes that were issued io refinance
auction-rate texx-exempt pollution control bonds,
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Company

Exelon Corporate
Generation
Generation
Generation
Generation
Generalion
Generation
Generation
Generation
Generation
Generation
Generation
ComEd
ComEd
ComEd
ComEd
ComEd
PECO
PECOQ

Retirement of long-tgqn dabt in 2009
$500 million of 6.75% Senior Notes due May 1, 2011
$700 million of 6.95% Senior Notes due June 15, 2011
$45 million of Pollution Control Notes with variable interest rates, due December 1, 2042

$51 million of Pollution Control Notes with variable interest rates, due April 1, 2021

$39 million of Pollution Control Notes with variable interest rates, due April 1, 2021

$30 million of Pollution Control Notes with variable interest rates, due December 1, 2029

$92 million of Pollution Control Notes with variable interest rates, due Oclober 1, 2030

$69 milllon of Poliution Control Motes with variable interest rates, due Oclober 1, 2030

$14 million of Pollution Control Notes with variable interest rates, due Oclober 1, 2034

$13 million of Pollution Control Notes with variable interest rates, due Oclober 1, 2034

$10 million of 6.33% notes payable, due August 8, 2009

$1 million scheduled payments of 7.83% Kennelt Square capital lease until September 20, 2020
$91 milllon tax-exempt variable-rate First Mortgage Bonds, Serles 2008 F, dua March 1, 2017
$50 million kax-axempt variable-rate First Mortgage Bonds, Series 2008 D, due March 1, 2020 “©
$50 miliion tax-exempt variable-rate First Mortgage Bonds, Seriss 2008 E, due May 1, 2021 ©
$16 miillion of 5.70% First Mortgage Bonds, Series 1994 B, due January 15, 2009

$1 million of 4.625-4.75% sinking fund debentures, due at varicus dates

$319 million of 7.65% PETT Transition Bonds, due September 1, 2009

$390 million of 6.52% PETT Transition Bonds, due September 1, 2010

{a) Repurchased due to a fakled remarketing and remarketed in February 2009,

{b} First Morigage Bonds issusd under the ComEd mortgags indenture to sacure variable weekly-rate tax-exempt pollution controls bonds. Repurchased due to axpiralion of
axisting lattar of credit and remarketed in May 2009.

{¢) First Morigage Bonds issued under the ComEd morigage indenture to secure variable weekly-rate tax-exempt pollution controls bonds. Repurchased due to a failed
remarketing and remarketed in May 2009.
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Company

Exelon Corporate

Generation
Genesration
ComEd
ComEd
ComEd
ComEd
ComEd
ComEd
ComEd
ComEd
ComEd
ComEd
ComEd
PECO
FECO
PECO
PECO

PECO
PECO
PECO
PECQO

. Retirement of long-tarm debt in 2008

$21 million of 6.00-8.00% notes payable for investments In synthetic fuel-producing Taciities, due al various
dates

$10 million scheduled payments of 6.33% notes payable until August 8, 2009

$3 million schaduled payments of 7.83% Kennett Square Capital Lease until September 20, 2020

$295 million of 3.70% First Martgage Bonds, Series 99 due February 1, 2008

$274 million of 5.74% ComEd Transitional Funding Trust, due December 25, 2008

$155 million of 8.50% Subordinated Debentures of ComEd Financing H, due January 15, 2027

$120 million of 8.00% First Marigage Bonds, Series 83 due May 15, 2008

$100 million tax-exemt variable auction-rate First Mortgage Bonds, Series 2002, dus April 15, 2013

$91 million tax-exempt variable auction-rate First Mortgage Bonds, Series 2005, due March 1, 2017 ®

$50 million tax-exempt variable auction-rate First Mortgage Bonds, Series 2003 C, due March 1, 2020 ®
$42 million tax-exempt variable auction-rate First Mortgage Bonds, Series 2003 B, due Navember 1, 2019®
$40 million tax-exempt variable auction-rate First Mortgage Bonds, Seriss 2003, due May 15, 2017

$20 million tax-exempt variable auction-rate First Mortgage Bonds, Series 20030, due January 15, 2014 @
$2 million of 3.875-4.75% Sinking fund debentures dus at various dates ]

$50 million First and Refunding Mortgage Bands, variable rate due Decerber 1, 2012 ®

$50 million First and Refunding Mortgage Bonds, variable rate due December 1, 2012

$50 million First and Refunding Marlgage Bonds, variable rate due December 1, 2012 ©

$4 million First and Refunding Mortgage Bonds, variable rate due December 1, :
20z

$450 million of 3.5% First and Refunding Mortgage Bonds, due May 1, 2008
$207 million of 6.13% PETT Transition Bonds, due September 1, 2008
$269 milion of 7.625% PETT Transition Bonds, due March 1, 2008

$33 million af 7.65% PETT Transition Bonds, due September 1, 2009

{a) First Mortgage Bonds issuad under the ComEd mortgage indenture {0 securs variabls auctinn-rate tax-sxempt pollution control bonda.

{b) First and Refunding Martgage Bonds issued under the PECC mortgage indenture to secure tax-axempt pallution control bonds and notes that were issued to refinancs
auction rate tax-exempt poliution cenirol bonds.
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From time to time and as market conditions warrant, the Registrants may engage in long-ierm debt retirements via tender offers, open
market repurchases or other viable options to strengthen their respective balance shests.

Dividlends. Cash dividend payments and distributions during 2009 and 2008 by Registrant were as follows:

) 2009 2008
Exalon - /o 5o TR B “Tagh " 7§,
Generation 2276 1545
ComEd o0 - B T TN PR T ST ag
PECO 316 484

On January 26, 201D, the Exelon Board of Directors declared a quarterly dividend of $0.525 per share on Exelon's common stock, which is
payable on March 10, 2010 to shareholders of record at the end of the day on February 16, 2010.

Share Repurchases. During 2008, Exelon purchased $500 million of common siock under Exelon’s accelerated share repurchase program,
including the impact of the settlement of a forward contract indexed fo Exelon’s own comman stock.

Short-Term Borrowings. During 2009, Exelon and PECOQ repaid $151 million and $95 million of commercial paper, respectively, During
2009, ComEd Incurred $95 million of outstanding borrowings under its credit agreement. During 2008, Exelon and PECO repaid $95 million and
$151 million, net, of commercial paper, respectively. During 2008, ComEd repaid $310 million of cutstanding borrowings under its credit
agreement.

Refiroment of Long-Term Debt fo Financing Affiliates. Relirement of long-term debt to financing affilates during 2009 and 2008 by
Registrant were as follows:

e e ) 2000 2008
Exglon. = . - nic T o e L R S e 5~ R =
Comed = 429
PECOQ 7.0 7t iy w2 il e s e T SRTER . - MR J.-

Contributions from Parent/Member. Contributions from Parent/Member {Exelon) during 2009 and 2008 by Registrant were as follows:

Comg - o
PECOW - oo galgnd m T e

(@) $320 milion and $2B4 million for the ‘welva months ended December 31, 2009 and 2008, respactively, reflact payments received to reduce the recelvable from parent,
Other. Cther significant financing activities for Exelon for 2009 and 2008 were as follows:

*  Exelon received proceeds from employee stock plans of $42 millicn and $130 mitlion during 2009 and 2008, respectively.
»  Exelon’s other financing activities during 2009 and 2008 include $5 million and $60 million, respectively, of excess tax benefits, which
represent the tax daduction in excess of the tax benefit related to compensation cost recagnized for stock options exercised.
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Credit Matters
Recent Market Conditlons

The Registrants fund liquidity needs for capital investment, working capital, energy hedging and other flnancial commitments through cash
flows from continuing operations, publlc debt offerings, commercial paper markets and large, diversified credit faciliies. The credit facllities include
$7.3 billion in aggregate total commitrents of which $6.7 billion was available as of December 31, 2009, and of which no financial institution has
more than 10% of the aggregate commitments for Exelon, Generation and PECO and 12% for ComEd. Generation also has additional letter of
credit facilities that will expire in the second quarter of 2010, which are used to enhance variable rate long-term tax-exempt dekt totaling $213
miliion. Generation intends to extend or replace the expiring letlers of credit with new letters of credit at reesonable terms or remarket the bonds
with an interest rate term not requiring letter of credit support, If Generation (s unable to remarket these bonds at reasonable terms, Generation will
repurchase them. Exelon, Generation and PECO had access fo the commercial paper market during 2009 and they were able ta fund their
shart-term liquidity needs with commercial paper at favorable rates compared to 2008, when necessary. ComEd utilized its credit facility to fund its
short-term liquidity needs and provide credit enhancement for $191 millicn of variable rate tax-exempt bonds. Due fo an upgrade in ComEd’s
commercial paper rating on July 22, 2009 and improvements in the commercial paper market, ComEd is expected to be able to access the
camimercial paper market as an additional source of liquidity. However, ComEd did not issue commerdial paper in 2009 due ta more favorable
rates on credit facility draws. The Registrants routinely review the sufficiency of their liquidity position, mcludlng appropriate sizing of credit facillty
commitments, by parforming various stress test scenarios, such as commoadity price movements, increases in margin-related transactions,
changes in hedging levels, and the impacts of hyputhetical credit downgrades. The Registrants have continued to closety monitor events in the
financiat markets and the financial institutions associated with the credit fadilities, including monitoring credi ratings and outlooks, credit default

swap levels, capital raising and merger activity. See PART 1. ITEM 1A Risk Factors for further information rsgardmg the effects of uncertainty in
the capilal and cradit markets.

The Registrants believe their cash flow from operations, access to credit markets and their credit facilities provide sufficient lquidity. If
Generation lost its investment grade credit rating as of December 31, 2009, it would have been required to pravide incremental coliateral of
approximately $880 rnillion, which is well within its current available credit facility capacities of approximately $4.7 billion. The $880 million includes
$673 million of collateral cbligations far derivatives, non-derivatives, normal purchase normal sales contracts and applicable payable and
receivables, net of the contractual right of offset under master netting agreements and $207 million of financlal assurances that Generation would
be required to provide NEIL related to annual refraspective premium obligations. If ComEd lost its investment grade credit rating as of
December 31, 2008, it would have been required to provide incremental coliaterat of approximately $207 million, which is well within its current
available credit facility capacity of approximately $546 million. if PECO lost its investment grade credit rating as of December 31, 2008, it would
have been required to provide collateral of $§ million pursuant to PJM's credit policy and could have been required lo provide collateral of

approximately $49 million related to its natural gas procurement contracts, which is well within PECO's current available credit facility capacity of
$584 million.

Exelon Credit Facilities

Exelon meets its short-term liquidity requirements primarily through the issuance of commercial papsr. Generation and PECO meet their
short-term liquidity requirements primarily through the issuance of commerdial paper and borrowings from the intercompany money pool, and
ComEd maets its short-term fiquidity requirements primarily through borrowings under its credit facility. while short-term borrawing costs have not
heen significant to date, further uncertainty in the credit markets may result in increased costs for commercial paper borrowings. Continued
uncertainty in the credit markets
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could limit the ability of the Registrants to issue commercial paper, which may increase their reliance on thelr respective revolving credit
agreements for short-term liquidity purposes. The Registrants may use their respective credit facilities for general corporate purposes, including
meeting short-term funding requirements and the issuance of letters of credit. See Note 9 of the Combined Notes ta the Consolidated Financial
Statements for further information regarding the Registrants’ credit facilities.

ComEd's $952 million credit facility agreement expires on February 16, 2011. ComEd expects to extend or replace that facility during 2010
and intends to increase the available commitments to total $1 billion.

On October 23, 2009, Exelon entered into new credit facility agreements totaling $67 million with minority and community banks located
primarily within its service temitory. The cradit agreements were for Generation, ComEd and PECO in the amounts of 7 million, $30 million and
$30 millicn, respectively, These agreements are solely utiized for issuing letiers of credit. As of December 31, 2009, Generation, ComEd and
PECQ had issued letters of credit under these agreements totaling $5 millian, $24 million and $29 million, respectively.

The following table reflects the Registrants’ commercial paper programs and revolving credit agreements at Decamber 31, 2009,

Commercial Paper Programs

Avarage Interest Rate on
Commercial Paper

Outstanding Borrowings for the
Commercial Paper at twelve months ended
M___mw Maximum Program Size (a) Dacemhber 31, 2009 December 31, 2009
Exelon Corporate .. RS . ‘ g : . a57 s = o o 0.72%
Generatign y ‘ 4,834 — —
ComEd T S Lo o 952 T e
PECO 574 — 0.67%
Total it piofwenoooo . R s B = T OT%.

{a) Equals aggregate bank commilments under revalving credit agreements.

{b) Priar ia July 22, 2009, ComEd was unable to access the commargial paper market given the markel environment. On July 22, 2009, ComEd's commercial paper rating
was upgraded giving it limited access to the commercial paper market. However, CamEd did nol issue commercial paper due to more favorable ratos on credit facility
draws.

In grder ta maintain their respaclive commercial paper programs in the amounts indicated above, sach Ragistrant must have revalving credit
facilities in place at least equai to the amount of its cammercial paper program. While the amount of its commercial paper outstanding does not
reduce available capacity under a Registrant's credit agreement, a Registrant can not issue commercial paper in an aggregate amount exceeding
the available capacity under its credit agreement.

Revolving Credit
Agroements
Qutstanding Available Capacity under Awverage Interest Rate
Borrowings/ Qutstanding Revolving Cradit on Borrowings for
Aggregate Bank Facility Letters of Agreements as of twolve months ended
BU""-‘WL S ) Cnmmlhnlnt(i)H Draws Crll:!!t _ I'.'lecembar 31, 2009 I;egam!lar 31200?
Exolon Corpérea’ - - - F ] L e § & EAEARE AR i
Generation v oo A8 — 18
ComBd - vt ToocaeER 488§ 0 . 251
PECO — . 10
Total i '$_ 85 -8 43 0§
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{(a) Excludes $67 million of credit facility agreements arranged with minority and community banks in October 2009 which are solely utilized to issue letiers of credit and expire
on Ogtober 23, 2010.

Interest rates on advances under the credit facilities are based on either prime or the LIBOR plus an adder based on the credit rating of the
barrower as well as the total outstanding amounts under the agreemant at the time of borrowing. In the cases of Exelon, Generation and PECO,
the maximum LIBOR adder is 65 basis points; and in the case of ComEd, it is 162.5 basis points.

Each credit agreement requires the affected borrower to maintain a minimum cash from operations to interest expense ratio for the
twelve-month period ended on the last day of any quarter. The interest coverage ratios exclude revenuas and interest expenses attributable fo
securitization debt, certain changes in working capital, distributions on preferved securities of subsidiaries and interast on norwecourse debt. The
following table summarizes the minimum thresholds reflected in the credit agreements for the twelve months ended December 31, 2000:

. ‘ Exalan sneratic ComEd
Credit agreement threshold . Ok P P SRR i - y

At December 31, 2008, the interest coverage ratios at the Registrants were as follows:

Exelon Ganeration ComEd PECO
| T i

652 K65

An event of default under any Registrant's credit facifity will not constitute an event of default under any of the other Registrants’ credit
facilities, except that a bankruptcy or other event of default in the payment of principal, premium or interest on any indebtedness having a principal
amount in excess of $100 million in the aggregate by Generation (including Generation's credit facility) will constitute an event of default under the
Exelon credit facility.

Interest coverage ratio . 13.97

Security Ratings

The Registrants' access to the capital markets, including the commercial paper market, and their respective financing costs in those markets
may depend on the securities ratings of the entity that is accessing the capilal markets.

Listed below are the Registrants' securities ratings as of December 31, 2009.

Securitles . Mondy's S&P Fitch
Exelaon Senior unsecured debt Baa1 BBB- BBB+
Commercial paper P2 A2 F2
Generation Senior unsecursd debt A3 BBE BBB+
Commercial paper : P2 A2 F2
ComEd Senior ungecured dabt : Baad B8 BBB-
Senior secured delt Baail A- BEBB
Commercial paper P3 A2 B
PECO Senior unsecured debt A3 eBe A-
Senior secured debt : AZ A- A
Commercial paper : P2 A2 Fz2
Transition bonds™ ' Aaa AAA  AAA
(& Issued by PETT. ap unconsolidaled aff:iate of PECO.
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None of the Registrants’ borrowings are subject to default or prepayment as a result of a downgrading of securities aithough such a
downgrading of a Registrant's securities could increase fees and interest charges under that Registrant’s credit agreements.

A security rating is nat a recommendation to buy, sell or hold securities and may be subject to revision or withdrawal at any time by the
assigning rating agency.

On July 21, 2009, following Exelon’s termination of efforts 1o acquire NRG, Fitch affirmed Exelon’s and Generation’s current ratings arxl
removed both Reglstrants from Ratings Watch Negative. Both Registrants were assigned a Stable ratings outlook. On July 22, 2009, S&P affirmed
the ratings for Exelon, Generation and PECQ and removed each Registrant from CreditWatch Negative. S&P also raised ComEd's corporate
credit rating to BBB from BBB-, its senlor secured rating to A- from BBE+, its senior unsecured rating to BBB from BBB-, and Its shori-term rating
to A2 from A3. S&P also removed ComEd's ratings from CreditWatch Negative. The outlook for all ratings is Stable. On July 23, 2009, Moody's
confirmed Exelon’'s and Generation's current ratings and PECQ's long-term debt rating. The autlook for Exelon’s and Generation's debt rating is
Stable. PECO’s long-term debt rating was placed on Negative outiook and its short-term rating was downgraded to P2 from P1.

On August 3, 2009, Moody’s changed its methodolagy widening the notching between most senior secured delx ratings and senior
unsecured debt ratings of investment grade regulated utilities. As a result, ComEd's senior secured ratings increased to Baa1 from Baa2.

On January 25, 2010, Fitch upgraded ComEd's senior secured debt ratings to BBE+ from BBB and its senior unsecured debt ratings to BBB
from BEB-. ComEd's commercial paper rating increased to F3 from B. Fitch also affirmed the ralings of Exelon, Generation and PECO and their
ratings outlook as Stable. Fitch cited ComEd's financial improvement over the past year and a more settled regulatory and legislative environment
in fllinois as contributing factors for the upgrade.

As part of the normal course of business, the Registrants enter into contracts that contain express provisions or otherwise permit the
Registrants and their counterparties lo demand adequate assurance of future performance when there are reasonable grounds for doing so. In
accordance with the contracts and applicable contract law, if the Registrants are downgraded by a credit rating agency, it is possible that a
counterparty would attempt to rely on such a downgrade as a basis for making a demand for adequate assurance of future performance, which
could include the posting of collateral. Refer 1o Nole & of the Combined Notes to Consolidated Financial Statements for additional information on
collateral provisions.

Other Credit Matters
Capital Structure
At December 31, 2009, the capital structurss of the Registrants consisted of the following:

Exalon
e Consolidated
Long-term debt to affiiates i
Member's equity -
Preferrad:secuiilies - v o0 - o
Commercial paper and noles payable 1

" {a) Asof December 31, 2009, PECO’s capital structure, excluding the impacts of the deduction from sharsholders’ aquity of the $180 million receivable from Exelon (which

amaunt is deducted for GAAP purposes as reflecied in the table above) would consisl of 48% comman equity, 2% greferred securities and 50% lung-term debt, including
long-iarm deht to unconsolidated affilisles.
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{b) Includes approximatety $805 million, $208 millian and $599 million owed to unconsolidated affiliates of Exelon, ComEd and PECO, respestively, that qualify as special
purpose antities under the applicable authoritative guidance. These special purpose entities were created for the sole purposes of issuing transition bonds to sscuritize
intangible transiion property consisting of CTCs of PECO or mandatorily redesmable trust prefermed sacurities of ComEd and PECQ. See Nole 1 of the Combined Notes
0 Consolijated Financial Statements for additional information regarding the authoritative guidance far VIES.

Intercompany Money Poof

To provide an additional short-term bamrowing option that will generally be more favorable to the bofrowing participants than the cost of
external financing, Exelon operates an intercompany monsey pool. As of January 10, 2006, ComEd voluntarily suspended its participation in the
money pool. Generation, PECO, and BSC may participate in the intercompany money poal as lenders and borrowers, and Exelon may particlpate
as a lender. Funding of, and borrowings from, the intercompany money pocl are predicated on whether the confributions and borrowings result in
economic bensfits. Interest on borrowings is based on short-term market rates of interest or, if from an external source, spacific borrowing rates.
Maximum ampunts contributed to and borrowed from the intercampany maney poal by participant during 2008 ara describad in the following table
in addition to the net contribution or borrowing as of December 31, 2009:

December 31, 2009
Maximum Contributed
. _ Contrbuted
Generation : U SIS S 7: " i R T ;
PECO 106 — . —_
BSC . i - . 140( : . ,{15)
Exelon Corporate 103 NfA 16

Sheif Registrations

The Registrants filed automatic shelf registration staternents that are not required to specify the amount of securities to be offered thereon.
As of December 31, 2009, the Registrants each had current shelf registration statements for the sale of unspecified amounts of securities that
were effective wilh the SEC. The ability of each Registrant to sell sequrilies off its shelf registration statement or to access the private placement
markets will depend on a number of factors at the time of the proposed sale, including other required regulatory approvals, as applicable, the
current financial condition of the Registrant, its securilies ratings and markel conditions.

Reguiatory Authorizations

The issuance by CamEd of long-term debt er equity securitias requines the prior authorization of the ICC., The issuance by PECQ of
long-term debt or equity securities requires the prior authorization of tha PAPUC. ComEd and PECO normally obtain the required approvals on a
periodic basis to cover their anticipated financing needs for a period of time or in connaction with a spedific financing. As of December 31, 2009,
ComEd had $389 million in long-term debt refinancing authority from the ICC and $389 million in new maney long-term debt financing authority. As
of December 31, 2009, PECO had $1.9 billion in long-term dabt finencing autherity from the PARPUC.

FERC has financing jurisdiction over ComEd’s and PECO's short-term ﬁnanoings and all of Generation’s financings. As of December 31,
2009, ComEd and PECC had short-term financing authority from FERC that expires on December 31, 2011 of $2.5 billion and $1.5 billion,
respectively, Generation currently has blanket financing authority that it received from FERC in connection with its sarket-based rate authorlty
See Note 2 of the Cambined Notes tg Consclidated Financial Statements for additional information.
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Exelon’s ability to pay dividends on ils common stock depends on the payment to it of dividends by its opereting subsidiaries. The payments
of dividends to Exelon by its subsidiaries in turn depend on thelr results of operations and cash flows and other items affecting retained earnings.
The Federal Power Act dedares it to be unlawful for any officer or director of any public utility “ta participate in the making or paying of any
dividends of such public utility from any funds propery included in capital account.” In addition, under lllinois law, ComEd may not pay any
dividend on its stock, unless, among ather things, its eamings and eamed surplus are sufficient to declare and pay a dividend after provision Is
made for reasonable and proper reserves, or unless ComEd has specific authcrization from the ICC. At December 31, 2009, Exelon had retained
eamings of $8,134 million, including Generation’s undistributed earnings of $2,169 million, ComEd’s retained eamings of $304 million consisting of
retained eamings appropriated for future dividends of $1,943 million partialy offset by $1,639 milllon of unappropriated retained deficit, and
PECC's retained eamings of $426 million. See Note 18 of the Combined Notes to Consalidated Financial Statements for additional information
regarding fund transfer resfrictions.

investments in Synthetic Fuel-Producing Facilities

Exelon, through three separate wholly owned subsidiaries, owned Interests in two Imited liabllity companies and-one limited partnership that
owned synthetic fuel-producing facilities. Prior to December 31, 2007, Section 45K (formerly Section 29) of the IRC provided tax credits for the
sale of synthetic fuel produced from coal. The abllity to eam these synthetic fuel tax credits explired on December 31, 2007 and, as such, the
synthetic fuel-producing facilities that Exelon had interests In ceased operations on or hefore December 31, 2007,

In March 2008, the IRS published the 2007 Qil Reference Prica which resulted in a 67% phase-out of tax credits for calendar year 2007 that
reduced Exelon's sarned after-tax credits of $258 million to $85 million for the year ended December 31, 2007. Exelon generated approximately
$220 million of cash over the life of these investments, As a result of the phase-out of tax credits in 2008 and the timing of the realization of tax
benefits earned in prior years, Exelon collected approximately $200 millicn of cash in 2008, which includes $44 million collected in the first quarter
of 2008 related to the settlement of derivatives that were enterad inlo in the normal course of trading aperations in 2005 to ecancmically hedge a
portion of the exposure to a phase-out of the tax credits.
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Contractual Obligations and Off-Balance Sheet Arrangements

Exelon
dThe following table summarizes Exelon's future estimatad cash payments under existing contractual obligations. including payrments due by
period.
nt due within
011- 2013- Due 2015 Al

___Total 2010 2042 20 nd beyond  Gther
Long-terrn debt w o RUR R 08 $ 1082 8 1423 TR e
Interest payments on long-term debt 8,457 666 1,185
LiabHity and :nterestforuncertmntaxposiﬂdnsm oL B - SRR, (I ER s
Capital leases ‘ 38 2 5 o
Operating leases ) : R T R A - 67 . 1ag
Purchase power obligations 2,433 396 636
Fuel purchase agreements ' o a L 10,678 0 28T 23357
Other purchase obligations o 1128 570 399
City of Chicago agreement—2003 | SR - SRE - AARY 1" S S : ‘ i
Spent nuclear fuel obligation @ 1,017 — —_ — 1017 -
Pension minimum funding requirement ” 3,506 @ 243 pg4 '1e88 - . " BO% —
Qther postretirement benefils minimum funding requirement 228 48 a3 87 — —_
Total contractual abligations _ : $ 41,107 $4288 $ 7121  §67i7 §. 22810 $ 37
(a) Includes $415 million and $390 milkon due in 2010 and thereafter, respectively, to ComEd and PECO financing trusts.

(b}

(c)

(h)

Interest payments are sstimated based on final matwity dates of debt securities auistanding at December 31, 2008 and do not reflect anticipated future refinancing, early
redemptions or debt issuances. Variable rate inierest obligations are estimated based on rates as of December 31, 2009, Includes estimaled interast paymants due 1o
ComEd and PECO financing trusts.

As of December 31, 2009, Exelon's liability for uncertain tax positions and reialed net interest payable were $371 million and $0 million, respectively. Exelon wes unable ta
reasonably estimate the iming of liability and interest payments in individual years beyond 12 months due to uncertainties in the timing of the effective seitlement of tax
positions. Exelon has other unrecognized tax positions thal were not recorded on the Consolidated Balance Sheet in accordance with authoritative guidance. Ses Note 10
of the Combined Notes to Consolidated Finangial Statements for further information regarding unrecognized tax positions.

Net capacity purchases include PPAs and other capacity contracts that are secounled for as operating leases. Amounts presentad represent Generation's expecled
peymanis under these arrangements al December 31, 2009. Expected paymants includa cartain capacity charges that are contingent on plent availabliity. Expected
payments exclude renewable PPA cantracts that ara contingent in nature. These obligations do not include ComEd's SFCs as these contracts do not require purchases of
fixed or minimum guantities. See Notes 2 and 18 of the Combined Notes to Consclidated Financial Statemenis.

Commitmenis for servicas, materials and information technology.

In 2003, ComEd snierad separats agreements with the City of Chicago and with Midwes! Generation. Under tha terms of the agreements, ComEd will pay the City of
Chicago 560 million over ten years to be relieved of a requirement, originally transfarrad to Midwest Ganeralion upon the sale of ComEd's fossil stations in 1999, o build a
500-MW genaration facility.

Thesa amounts represent Exelon's eatimated minimum pension contributions 1o its qualified plans required under ERISA and the Pensian Protection Act of 2008 as well
as discretionary contributions necessary to avoid benefit restrictions. Thesa amounts represent estimates that are based on assumptions that are subject to change. The
minimum required contricutions for years afler 2015 are currently not refiably estimable, Exedon may choose to make additional discretionary contributions.

These amaunts represent estimated minimum olher pestretirement benefit contributions required under a PAPUC rale order. These minimum contribulions represent
estimales that are based on assumptions that are subject to change. The minimum required contribution for years after 2014 are cumenily not reliably estimable. Exelan
may centribute mare than the minimum funding requirements; however, these amounts are nat included above as such amounts are discretionary.
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Exelon's commitments as of December 31, 2009, representing commitments potentially triggered by future events, were as follows:

Expiration within

2011- 2013- 015
2012 2014
™ T

@

Total commitments | $3267 $563 8§13 §787 § 2.304

(=)

(&)

(c)

()
(s}

(@}

{h}

1)
1]

Letters of cradit (non-debly—Exelon and certain of ite subsidiaries maintain non-debt letters of credit to provide credit support for certain transactions as requested by thind
parties. As of December 31, 2009, guarantees of 39 million have been issued to pravide support for certain letters of crodit as required by third parlies.

Letters of credit (long-term debi} interest coverage—Reflacts the interest covarage partion of letters of credit supporling fioating-rate pollution control bonds. The principal
smaunts of the floating-rate pollution control bands of $213 million at Generation and $191 million at ComEd are reflacted in long-tarm debt in Exsion's Consolidatad
Balance Sheet.

Surety bonds—Guarantees issued related to coniract and commercial agreements, excluding bid bonds.,
Performance guarantees—Guarantees issued to ensure axecution under specific contracts with unaffiliated third parties.
Energy markating conlract guarantses—Guarantees issued to ensure performance under energy commadily contracts.

Nuclear insurance premiuvms—Represant the maximum amount that Generation wotld be required to pay for retrospective premiums in the event of nuclear disaster at
any domastic site under the Secondary Financial Protection pool as required under the Price-Anderson Act as well as the currant aggregate annual relrospective pramium
obligation thal could be imposed by NEIL. See Note 18 of the Combined Notes to Consclidated Financia) Statements for additional details on Generation's nuciear
insurance premiums.

Lease guaraniess—Guaranteas issued 1o snsure payments on building leases.

2007 City of Chicago Settlement—In December 2007, ComEd enterad inte an agresment with the City of Chicago. Under the terms of the agreement, ComEd will pay $55
milkion over six years, of which $8 million, $18 million and $23 million was paid in December 2009, 2008 and 2007, respectively. See Note 2 of the Combined Notes to
Consolidated Financial Statements for additional details on the 2007 Gity of Chicago Seftlement.

Midwest Generation Capacity Reservation Agreamant guarantes—In connactian with ComEd's agreement with tha City of Chicago enlerad into on February 20, 2003,
Midwast Ganeratian aseumed from the City of Chicago a Capacily Reservation Agreement that the City of Chicaga had entered inta with Catumet Energy Team, LLC.
ComEd has agreed to reimburse the City of Chicago for any nonperformance by Midwest Generation under the Capacity Reservation Agreement.

See Notes 2 and 18 of the Combined Notes to Consolidated Financial Slaternents for additional detail on Generation's and ComEd's rale relief commilments.

See Note 18 of the Combined Notes to Consclidated Financial Statemants for additional detall on ComEd's and PECO's construction commitments.
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Generation

The foliowing table summarizes Generation’s future estimated cash payments under existing contractual obligations, including payments due
by period.

Paymant due withi
2014- ﬁ’i"ﬂ- Dun 2015 Al

{in millions) — ‘ Total 2010

Long-term debt ' ”[;-,5) ST R g——m mﬁ s

Interest payments on long-term debt ® 2515 161

Liebility and interest for uncertein tax pogitions — -7 i 0 0 T L L

Capital lzases ) o _ 38 2 g oog..
Operating leases © Y . Y § 52 « o4 W .
Purchase power obligations ¢ 2,433 36 636 296 1105 —
Fuel purchase agreements oo C 10,406 ¢ 4.0685  -2a62 7 11880 = e
Other purchase obligations 636 263 257 " 105

Spent nuclear fuel obligation P T 7 1 I A LN R WP R et RN ¥

Total contractual obligations $ 20245 $1959 § 3433 § 3200 §

(a) Interest paymants are estimated basad on final maturity dates of debt securities outstanding at December 31, 2003 and do not reflact anticipated future refinancing, early
redemptions or dabi issuances. Variable rate interest obligations are estimated based on rates a3 of December 31, 2009,

{b) Asof December 31, 2009, Generation's liability for uncertain tax positions and ratated net interest payable ware $100 mikion and $17 million, respactively. Generation was

unable to reasonably estimate the timing of lisbility and interest payments in individual years beyond 12 months due o uncertainties in the timing of the effective
sattlemant of tax pasitions.

(¢} Met capacity purchases include PPAs and other capacity contracts that are accounted for as cperating laasas. Amounis presented represent Generation’s sxpected
payments under these amangaments at Dacember 31, 2009, Expected paymenis intiude ceriain capaclly charges that are conlingent on plant availabilty. Expecied
paymente exclude renewable PPA contracts that are contingent in nature. See Note 18 of the Combined Notes to Consolidated Financlal Statements.

{dy Commitments fof services, materials and information technology.

Generation's commitments as of December 31, 2009, representing commitments potentially triggered by future events, were as follows:

l_Elglnﬂion within
1- 2013 2015
and b

@) e .. T
Letters of credit (non-debt) : < g ST oo et m W‘f
Letters of crec{iJ)(long-term debt}—Interest coverage 11 1
Surety bonds © SR N R S —
Performance guarantees " o 96
Energy marketing contract guagantaas R ST i U HE
Nuclear insurance premjums ") 2.204
Rate relief commitments—settlement legislation . - , ! -
Total commitments $ 2728 $

(a) Letters of credit (non-debt}—Non-debt lefters of cradit maintained to provide cradit support for certain transactions as requesied by third parties. Guarantees of $8 million
have been issued o provide support for certain letters of credit as required by third parties.

{&) Theamountincludes letters of credit thal are posted to ComEd related to the Minols pracurement auction.

(¢} Letters of credit {lang-term debty—interest coverage—Heflects the interest covarage portion of letters of credit supporting floating-rate pollution control bonds. The
principal amount of the flnating-rate pollution control bonds of $213 milllon s reflected in fong-term debt in Generation's Consolidated Balance Shest.
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{d) Surety bonds—Guarantees issued refated to contract and commercial agreements, excluding bid bonds.

{e) Performance guarantees—CGuarantees issued to ensure execution under specific contracts with unaffiliated third parties,

{f} Energy marketing coniract guaraniees—Guaranteas Issued 1o ensure parformancs under anergy cammodity contracts.

{9) Nudlear insurance premiums—Represent the maximum amount that Generation wotdd be raquired to pay for retrospective premiurns in the event of nuclear disaster at
any domestic site under the Secondary Financial Prolection pool as required under the Price-Anderson Act as well as the cuirent aggregate annual retrospeclive premium
obligation that could be imposed by NEIL. See Nate 18 of the Combinad Notes to Consolidated Financial Statements for additional details on Generalion’s nuclear
INSURANGE premiums.,

{h) See Notes 2 and 18 of the Combined Notes to Consolidated Financial Statements for additional detail on Generation’s rate relief commitments.

Mystic Development, LLC {Mystic), a former affiliate of Exelon New England, had a long-term agreement through January 2020 with
Distrigas of Massachusetts Corporation (Distrigas) for gas supply, primarily for the Boston Generaling units. Under the agreement, gas purchase
prices from Distrigas were indexed to the New England gas markets. Exelon New England had guaranteed Mystic’s financial obligations to
Distrigas under the long-term supply agreement. Exslon New England’s guarantee to Distrigas remained in effect following the transfer of
ownership interest in Baston Generating in May 2004. Under the authoritative guidance for guarantees, approximately $13 million was included as
a liability within Exelon’s and Generation’s Consolidated Balance Sheets as of December 31, 2007 related o this guarantee. In April 2008,
Distrigas, Exelon New England and Mystic entered into agreements that terminated the guarantee, which resulted in Generation's elimination of
the guarantee liability and the recognition of $13 million of income.

Generation has an cbligation {0 decommission its nuclear power plants. NRC regulfations require that licensees of nuclear generating
faciliies demonstrate reasonable assurance that funds will be available in specified minimum amounis at the end of the life of the facility to
decommission the facility. During 2008, the value of the NDT funds declined significantly due to unrealized losses as a result of adverse financial
market conditions. Despite this decline in value, Generation believes that the NDT funds for the nuclear generating stations formerly owned by
CamEd, PECO and AmerGen, the expected eamings thereon and, In the case of the former PECQ stations, the amounts collected from PECO’s
customers will utimately be sufficient to fully fund Generation's decommissioning obligations for its nuclear generating stations in accordance with
NRC regulations. However, NRC minimum funding requirements may require Generation to take steps to address the funded status of the NDT
funds. Generation is required to provide to the NRC a biennial report by unit (annually for Generation's five unils that have been retired or are
within five years of the current approved license life) addressing Generation’s ability to meet the NRC-estimated funding levels. Depending on the
value of the NDT funds, Generation may be required to take steps, such as providing financial guarantees through letlers of credit or parent
company guaranteas or make additional contributions to the NDT funds, which could be significant, to ensure that the NDTs are adequately
funded and that NRC minimum funding requirements are met. Sea Note 11 of the Combined Motes to Consolidated Financial Statements for a
further discussion of matters regarding the adequacy of Generatlon's NDT funds to meet Its decommissioning obligations, the obligations imposed
on Generation related to the potential excess or shartfall of NOT funds, the impact on Generation's accounting for ils former ComEd units as a
result of a shortfall of NDT funds and other matters related to Generation’s NDT funds and decommissioning obligations.
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ComEd

The following table summarizes ComEd's future estimated cash payments under existing contractual obligations, including payments due by
period,

Payment due within
2019- © 2013 Due 2018 Al

_Tatal 2018 2012 2014 andbeyond  Other
Long-term debt * - : BT A SR T I i TR s
Interest payments an Iong-term debt ' ' 3,473
Liabliity and interest for uncertamtaxpositions-”, e 278 -
Operating leases ] 5 85 7 i
2003 Chy of Chicago agreemeni o S R [ AR SRRIET. | SO
Electric supply procurement - 645 615 30
REC purchase commitments, . - ‘ C ‘ R - T R . SRS i.' -
Other purchase obligations 115 29 16
Total contractual obligations o ‘ S 89871 $V238 $ 1,383} % 7IB

(@) Includes $206 miltion due atter 2015 to a ComEd financing trust.

(b} Interest payments are estimated based on final maturity dates of debt securities outstanding at December 31, 2009 anc do not reflect anticipated future refinancing, early
redemptions or debt issuances. Vanabla rate interest obligations are esiimated based on rates as of Decernber 31, 2009. Includes estimated interest payments due to the
ComEd financing trust.

{c} As of December 31, 2009, ComEd's liability for uncerlain tax positions and related net interes! payable were $251 million and 328 millien, respectively. ComEd was unable
fo reasonably estimate the timing of liability and interest payments in individual years beyond 12 months due te uncartainties in the iiming of the effective settlement of tax
pasitions.

(d} In 2003, ComEd entered into saparate agraements with the Gity of Chicago and with Midwest Generation. Uinder the terms of the agreements, ComEd will pay the Clty of

Chicago $80 millicn aver ten years to be relieved of a requiremant, ofiginally transferred to Midwest Generation upon the sale of ComEd's fossil stations in 1999, 16 buiid a
S00-MW generation facility.

(e} Other purchase commitments include commitments for services, materials and information technalogy.

ComEd's commitments as of December 31, 2009, representing commitments potentially friggered by future events, were as follows:

Expiration within
2011- 2012- 2015

Total 2010 2042 204 and bayond
Letters of credit {non—debt) i o DRI Y~ S R £ i FER
Letters of cradit {long-term debt)—lnterest mveraga ' ' 3 -
2007 City of Chicago Setement AU RO : § L3
Midwest Gene(r?tlon Capacity Reservation Agraamant gu;:-xranlee o 10 4
Surety bonds . ST .2 z
Rate relief oommﬂments—settlement Ieguslatlon 1 1
Construction commitments . - A o N R |- A
Total commitments $193 $106 §

(@) Letlers of credit (non-debt}—ComEd maintains non-tdebl letlers of credit to aravide credit support for certain trangactions as requeated by third parties.

{(b) Letiers of credit (fong-term debt)—interest coverage—Rafiscts the interest coverage portion of letters of credit supporiing floating-rate poflution contral bonds. The
principat amount of the fioating-rate poliution control bonds of $191 milon is reRected in fong-term debt in CamEd's Consalidated Balance Sheet.

{e} 2007 City of Chicago Seitlement—in December 2007, ComEd entered inlo an ageeman with the City of Chicago. Under the terms of the agreement, ComEd will pay $55
million gver six years, of which $8 million, $18 million and $23 million was paid in December 2009, 2008 and 2007, respectively.
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(d) Midwest Generation Capacity Reservation Agresment guarantee—in connection with ComEd’s agree ment with tha City of Chicago entered into on February 20, 2003,
Midwest Generation assumed from the City of Chicago a Capacity Reservation Agreement that the City of Chicago had entered into with Calumet Energy Team, LLC.
ComEd has agreed to reimbursa the Cily of Chicago for any nonperformance by Midwest Generation under the Capacity Reservation Agreement.

(8) Surety bands—Guaraniees issuved related to contract and commerdal agreements, excluding bid bonds.

(h See Notes 2 and 18 of the Combined Nates to Consolidated Financial Statements for addtional detall on ComEd's rate relief commitmens,

(g) See Note 18 of the Combined Notes to Consolidated Financial Statements for additional detail on ComEd’s construction commiiments.

PECO

The following table summarizes PECQ's future estimated cash payments under existing contractual obligations, including payments due by
periad.

Payment due within

2017- 2013  Due 2015 All

Total 2010 2012 2014 and hwond Olher
Long:terh debt o P SR K ET-Tan Gl e & 550§ 1,294
Interest payments on Iong-term debt ’ 1,648
Liammyandimmrmwtﬁntaxpowm“’ A : IR
Operating lsasss @ o 73 ) ) U
Fue! purchase agreomients "~ ' : ©BT4 1E2 VT ATAT L 42T 1280 -
Electric supply procurement 938 — 588 50 — —
AEC purchase commitmenty, : 7 .9 19 9 _— -_—
Cther purchase cobligations 233 149 52 32 — —
Total contrdctial obligations * : R ' $6220 $894 $2030 $967 '§ 2387-%5 1

(a) Includes $415 million and $184 million due in 2010, and thereafter, respactively, to PECO financing trusts.

(b) Inierest payments are estimated based an final maiurity dztes of debt securitias ouistanding at December 31, 2008 and do not reflect anmticipated future refinancing, eary
redemplions or debt issuances. Includes estimated interest payments due to PECO financing trusts.

(¢} As of December 31, 2009, PECO’s liability for uncertain tax posiions was $4 million. PECO was unable to reasonably estimate the timing of certain liability payments in
individual yoars beyond 12 months due 10 uncertainties in the timing of the effective settlement of tax positions.

(d} Represents commitments to purchase natural gas and related transportation and storage capacity and services.

(e} Commitments for services, materials and information technolagy.

PECO’s commitments as of December 31, 2009, representing commitments potentially triggered by future events, were as follows:

Expiration within
2011- 2013- 2018
Jotal w2012, 24 andbevond
redabt) e S : Do 8 s RRE THTOTLTL TR UL
Suretybonds 3 3 - = —

Constmﬂtimmmmmms O R AN . : Coel 408 gk
Total commitments $ 147 g 70

(a) Latters of eredit (non-debt)—PECC malntains non-gebt letters of credit 1o provide credit support for cartain transactions as requested by third partles.
(b) Surety bonds—Guarantees issued ralated to contract and commercial agreements, excluding bid bonds.

(e) See Note 18 of the Combined Notes o Consolidaled Financial Statements for additional detai on PECO's construction commitments.
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For additional informatlon regarding:

* commercial paper, see Note 9 of the Combined Notes to Consolidated Financial Statements.

* long-term debt, see Note 9 of the Combined Notes 10 Consolidated Financial Statements.

+ liabilities related to uncertain tax positions, see Note 10 of the Combined Notes to Consolidated Financial Statements.
+  capital lease abligations, ses Note 9 of the Combinad Noles to Consolidated Financlal Staterments.

+  operaling leases, energy commitments, fuel purchase agreements, construction commitments and rate relief commitments, see Note 18
of the Combined Notes to Consolidated Financial Statements.

+ the nuclear decommissioning and SHF obligatians, sae Motes 11 and 12 of the Combined Notes to Consolidated Financial Statements.

*  regulatory commitments, see Note 2 of the Combined Noles to Consolidated Financial Statements.

Variable Interest Entities

Generation, Generation's whalesale operations include the physical delivery and marketing of power obtaines through its generating
vapacity, and long-, intermediate- and shori-term contracts. Generation also has contracts lo purchase fuel supplies for nuclear and fossil
generation. These conracts ard Generation's membersrip in NEWL are not consolidatad in Exelon's and Generation’s finenclal stalterments
pursuant 1o the provisions of the autharitative guidance for VIEs. See Note 1 of the Combined Notes to Consolidated Financial Statements for
further information,

Financing Trusis of ComEd and PECO. The financing trust of ComEd, ComEd Financing lll, and the financing trusts of PECO, namely
PECO Trust Ill, PECQ Trust IV and PETT, are not consolidated in Exelon’s, ComEd's and PECO's financial stataments. Amounts of $206 milllon
and $589 million, respectively, owed by ComEd and PECO to these financing trusts were recorded as long-term debt to financing trusts and PETT
within the Consclidated Balance Sheets as of December 31, 2009, Sea Note 1 of the Combined Notes to Consolidated Finanicial Statements for
further information.

Muclear Insurance Coverage

Ganeration carries property damage, decontamination and premature decommissioning insurance for sach station loss resulting from
damage to Generation’s nuclear plants, subject to certain exceptions. Additionally, Ganaration camies business Interruption insurance in the event
of a major accidental outage at a nuclear station. Finally, Generation participates in the Master Worker Program, which provides coverage for
worker tort claims filed for bodily injury caused by a nuclear snergy accident. Sea Note 15 of the Combined Motes to Consolidated Financial
Statements for additional discussion of nuclear insurance. For its types of insured losses, Generation Is self<nsured to the extent that losses are
within the policy deductible or exceed the amount of insurance maintained. Such losses could have a material adverse effect on Exelon’s and
Generation's results of operations, cash flows or financial positions.

PECO Accounts Receivable Agreemeant

PECOQ is party to an agreemen! with a financial Institution under which it sold an undivided Interest, adjusted daily, in up to $225 million of
designated accounts receivable, which PECO accounted for as
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a sale as of December 31, 2009. Under authoritative guidance effective January 1, 2010, this agreement will be accounted for as a secured
bomrowing. See Note 1 of ihe Combined Notes to Consolidated Financial Statements for additional information. PECG relains the servicing
responsibility for the sold receivables and has recorded a servicing llability. The agreement terminates on September 16, 2010 unless exiended in
accordance with its terms. As of December 31, 2009, PECO was in compliance with the requirements of the agreement. In the event the
agreement is not extended, PECO has sufficient short-temm liquidity and will seek alternate financing. See Note 7 of the Combined Notes to
Consolidated Financial Statements for additional information regarding the servicing liability.

New Accounting Pronouncements

See Note 1 of the Combined Notes to Consolidated Financiat Staterments for infarmation regarding new accounting pronouncements.

In November 2008, the SEC issued a roadmap for the potential use of IFRS in the U.S. IFRS is a set of accounting standards developed by
the International Accounting Standards Board, whose mission is to develop a single set of giobal financial reporting standards for general purpose
financial statements. The roadmap Indicates that the SEC will reconvene in 2011 to evaluate progress towards certain identified milestones and

decide whether a mandatory IFRS converslon should be required for all U.S, issuers beginning with large accelerated filers in 2014, Further
guldance from the SEC is expected in 2010, Exelon is currently evaluating the potential impact IFRS may have on its financial statements.
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Item 7A. Quantitative and Qualitative Disclosures About Market Risk

The Registrants are axposed 1o market risks associated with adverse changes in commodity prices, counterparty credit, interest rates and
equity prices. Exelon’'s RMC approves risk management policies and objectives for risk assessment, control and valuation, countarparty aredit
approval and the monitoring and reporting of risk exposures. The RMC is chaired by the chief risk officer and includes the chief financial officer,
general counsel, treasurer, vice president of strategy, vice president of sudit services and officers representing Exelon’s business units. The RMC
reports {0 the Exelon Board of Directors on the scope of the risk management activities.

Commodity Price Risk {Exelon, Generation, ComEd and PECO)

To the extent the amount of energy Exelon generates differs from the amount of energy it has contracted to sell Exelon has price risk from
commadity price movements. Commodity price risk is associated with price movements resulting from changes in supply and demand, fuel costs,
market fiquidity, weather conditions, governmental regulatory and environmental palicies, and other factors, Exelon seeks to mitigate its
commodity price visk through the purchase and sale of electricity, fossil fuel, and other commodities. Within Exelon, Generation has the most
exposure to commodity price risk. PECO has transferred substantially all of its near term electricity commudity price risk 1o Generation through a
PPA that expires at the end of 2010, PECO’s commadity price risk following the expiration of its generation rate caps and the PPA s addressed by
its DSP Program, which allows for full cost recovery. As a mechanism to reduce commodity prica risk refating to natural gas, PECO has
implemented a natural gas procurement policy that is designed to achieve a reasonable balance of long-term and shori-term gas purchases under
differant pricing approaches in arder to achieve system supply reliability at the least cost. PECO's actual costs of natural gas are recovered from
customers through the PAPUGC’s PGC, which allows PECO to adjust rates quarterly to reflect realized natural gas prices. ComEd has transfered
most of its near term commodity price risk to generating companies through the ICC approved procurement processes and a significant portion of
its longer term commadity price risk o Generation through the five-year financial swap contract that expires on May 31, 2013. The lllinois
Settlement Legislation provides for the pass-through of procurement costs by ComEd to its customers.

Generation

Generafion’s energy contracis are accounted for under derivative accounting guidance. Economic hedges may qualify for the normat
purchases and normal sales exception, which is discussed in Critical Accounting Policies and Estimates. Economic hedges that do not quealify for
the normal purchases and normal sales exception are recorded as assets or liabities on the balance sheet at fair velue. Changes in the
derivalives recorded at fair value are recognized in results of operations unless specific hedge accounting criteria are met and the derivatives are
designated as cash flow hedges, in which case, changes in fair value are recorded in OCI and gains and losses are recognized in resulis of
operations when the underlying transaction occurs. Changes in the fair value of derivative contracts that do nol meet the hedge criteria or are not
designated as such are recognized in current results of operations.

Normal Operations and Hedging Activities. Electricity available from Generation's owned or contracted generation supply in excess of
Generation's obligations to customers, including GomEd's and PECQ's retail load, is sold into the wholesale markets. To reduce price risk caused
by market fluctuaticns, Generation enters into physicai contracts as well as financial derivative contracts, including forwards, futures, swaps and
options, with approved counterparties lo hedge anticipated exposures. Generation believes these instruments represent economic hedges that

mitigate exposure to fluctuations in commodity prices. Generation axpects the settlement of the majority of its ecanomic hedges will ouour during
2010 through 2012 and the ComEd financial swap contract during 2040 through 2013,
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The economic hedge activity resulied in a net mark-to-market energy contract asset position, excluding the righis of offset for derivative
instruments subject to master netiing agreements and the application of collateral, of $2,694 million at December 31, 2009, comprised of a net
energy contract asset for cash fiow hedges of $1,912 million and a net energy contract asset for other derivatives of $779 million. The net
mark-to-market asset position for the portfolio at December 31, 2009 is a result of forward market prices decreasing relative to the contracted price
of the derivative Instruments, the majarity of which are hedges of future power sales. Activity associated with the cash flow hedges is recognized
through accumulated OCI until the pericd in which the associated physical sale of power occurs. At that time, the cash flow hedge's
mark-to-market position is reversed and reclassified as results of operations, which when combined with the Impacts of the actual physical power
sale, results in the ultimate recognition of net revenues at the contracted price.

In general, increases and decreases in forward market prices have a positive and negalive impact, respectively, an Generation's owned and
contracted generation pesitions which have not been hedged. Generation hedges commodity risk on a ratable basis over the three years Jeading
to the spot market. As of December 31, 2009, the percentage of expeacted generation hedged was 91%-94%, 69%-72%., and 37%-40% for 2010,
201, 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 contracts
including sales to ComEd and PECO to serve their refail load.

A portion of Generation's hedging strategy may be accomplished with fusl products based on assumed correlations between power and fuel
prices, which routinely change in the market. During peak petiods, Generation’s amount hedged declines to meet its energy and capacity
commilments to ComEd and PECO. Market price risk exposure is the risk of a change in the value of unhedged positions. The forecasted market
price exposure for Generation’s non-trading portfolio associated with a $5 reduction in the annual average Ni-Hub and PJM-West around-the-clock
energy price based on December 31, 2008 market conditions and hedged position would be a decrease in pre-tax net income of approximately
$40 million, $285 million and $497 million, respectively, for 2010, 2011, and 2012. Power price sensitivities are derived by adjusting the power
price assumptions while keeping all other price inputs constant. Generation expects to actively manage its portfolio to mitigate market price
exposure for its unhedged position. Actuat results could differ depending on the specific timing of, and markets affected by, price changes as well
as future changes in Generation's portfolio.

Propriefary Trading Activities. Gengration uses financial contracts for proprietary trading purposes. Proprietary trading includes all
contracts entered into purely to profit from market price changes as oppased to hedging an exposure. These activities are accounted foron a
mark-to-market basis. The proprietary trading activities are a complement to Generation's energy marketing portfolio but represent a very small
portion of Generation’s overall energy marketing activities. For example, the limit on open posilions in eleciricity for any forward month represents
less than one percent of Generation’s owned and contracted supply of electricity. Generation expects this level of proprietary trading aclivity to
continue in the future. The proprietary rading activities included volumes of 7,578 GWh, 8,891 GWh, and 20,323 GWh for the years ended
December 31, 2009, 2008, and 2007, raspectively. Trading portfolio activity for the year ended December 31, 2009 resulted in pre-tax gains of $1
million due to net mark-to-market losses of $83 million and realized gains of $84 million. Generation uses a 95% confidence interval, one day
holding period and one-tailed stalistical measura in calculating its Value-at-Risk (VaR). The daily \VaR on proprietary trading activity averaged
$120,000 of exposure over the last 18 months. Because of the relative size of the proprietary trading portfolio in comparison to Generation's total
gross margin from continuing operations for the year ended December 31, 2009 of $6,771 million, Generation has not segregated proprietary
trading activity in the
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following tables. The trading portfolio is subject to a risk management policy that includes stringent risk management limits, induding volume,

stop-loss and VaR limits to manage exposure to market risk. Additionally, the Exelon risk management group and Exelon’s RMGC monitor the
financial risks of the proprietary trading activities.

ComEd

The financial swap contract between Generation and ComEd was deemed prudent by the llinois Settlement Legislation, thereby ensuring

that ComEd will be entitled to receive fuli cost recovery in rates. The change in fair value each period is recorded by ComEd with an offset to a
regulatory asset or lizbility.

The contracts that ComEd has enterad into as part of the initial ComEd auction and the RFP contracis are deemett to be derlvatives that
qualify for the normal purchases and normai sakes exception under derivative accounting guidance. ComEd does not enter into derivatives for

speculative or trading purposes. See Nate 8 of the Combined Notes to Consclidated Financial Statements for additional information regarding
derivatives.

PECO

Generation and PECO have entered into a long-term full-requirements PPA under which PECO obtains all of its electric supply from
Generation through 2010. The PPA is not considered a derivative. Pursuant to the PECO's PAPUC-approved DSP Program, PECO began 1o
procure electric supply in 2008 for the post-transition period beginning on January 1, 2011, PECO has entered into block contracts and full
requirements fixed price contracts to pracure eleciric supply for its residential, small commercial and medium commercial procurement classes.
The full requirements fixed price contracts qualify for the normal purchases and normal sales scope exception. PECQ records the fair value of the
block contracts on its Conselidated Balance Sheets. However, since these block contracts were executed in accordance with the
PARUC-approved DSP Program and PECO will receive full cost recovery in rates, PECD did not elect hedge accounting and the Fair value of the

contracts is recorded by PECO as a regulatory asset or liability. See Note 8 of the Combined Notes to Consolidated Financial Slatements for
additional information regarding derivatives.

PECO has also enterad imto derivative natural gas contracts to hedge its long-term price risk in tha natural gas market, All of PECO's natural
gas supply and management agreements that are derivatives qualify for the nomal purchases and normal sales excaption.

Trading and Non-Trading Markefing Activities. The following detaifed presentation of Exelon’s, Generation's, ComEd's and PECO’s

trading and non-trading marketing activities is included to address the recommended disclosures by the energy industry's Committee of Chief Risk
Officers (CCRQ).
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The following table provides detail on changes in Exelon's, Generation's, ComEd's and PECO's mark-to-market net asset or liability balance
sheet position from January 1, 2008 to December 31, 2009. It indicates the drivers behind changes in the balance sheet amounts. This table
incorporates the mark-to-market activities that are immediately recorded in earnings as well as the settlements from OCI to earnings and changes
in falr value for the hedging activitles that are recorded in accumulated OCI on the Consolidated Balance Sheets. This table excludes all normail
purchases and normal sales contracts.

Intarcompany
) ) Generation ComEd ~ _PECO Eliminations (8  __Exelon

Total mari-to-market erergy confiact net assets . v - D S A A A M
(liabilties) at January 1, 2008 $ (564) & $ (108)
Total mangemfaﬁ-mdmlmzmadmasmdmm L s CE

of operations . : o 602 602
Reclassification to reallzed at seftlement of contracts recorded in

results of operations ) o AL L) {131)
Ineffective’ portion recognizad-in Income ! o i I 44
Raclassification to realized at settlement from accumulated (%I 544 520
Effactive portion of thanges in fair: vaiue-—%oorded in OCH C 1,784 806
Changes in fair value—energy derwalwes — _
Changas in collateral -~ =~ -~ ' . {1,024) (1,024)
Changes in net option premium pald!(racq,l,yed} 124 124
Other income statement reclassifications {5) — — = (5)
Other balance sheet reclassifications [11) — — — (11)
Total mark-to-market energy contrag, et assets ' o ) Qo
{Habiliies) at December 31, 2008 $ 1 353 $ (456)
Total chanpe in fair value during 2009 of mnlrat:ts recorded iy result - : o .

of cperations  © - "137 e
ReclassHication to realized at setflement of contracts recorded in

rosults of operations o 4 (24 —
Inefactive portion recagnized inincome - . - PR ( 1 S —
Reclassification to realized at setlement frorn accumulatsd(ggil B {1,559) —
Effective portion of chiangas in fair valu corded in OCI Co 2082 —.

Changes in fair value—ener

derlvallvas _ (515)

Changes in colleterml.. ” e a0 —
Changes in net option pren'uum pasdl(recqhyed) o 40 -
Offiér income statement reclassifications [ - I
Other balance sheet raclassrf cations 15 —
Totalmark-to-markét: mwgy mnu*act nat dssats (nahuﬁnes) al o R
December 31,2008 S $ 1,768 & (971)

(a) Amounts are shown net of collateral paid to and received fram countarpartias.

{b)} For Generation, includes $267 million kues and $24 million gain of reciassifications from accumulated OC to nel income related to the settliement of the five-year financial
swap contract with ComEd for the years ended December 31, 2009 and 2008, respectively.
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(¢) For Generation, inziudes $782 millian and $888 million gain of changes in fair value of the five-yaar financial swap with GomEd for the years ended Decamber 31, 2009
and 2008, respectively, and $2 million gain of changes in fair value of the block contracts with PECO for the year ended Dacernber 31, 2009.

(d) For ComEd, the changes in fair value are recorded as a change in regulatory assals or liahilities. As of December 31, 2000 and December 31, 2008, ComEd recorded a
regulatory asset of $971 million and 3456 miilion, respactively, related to the mark-to-market derivative liability on the financial swap with Generation. During 2009 and
2008 this includes $782 million and $888 million of changes in fair value, respectively, and $267 million of gains and $24 million of loeses, rexpactively, of reclassifications
from regulatary assel 1o purchased power expense due to settlemants. For PECQ, the changes in fair value are recorded in a regulatory asset of Bability. As of
December 31, 2009, PECO recardad a $4 milkon regulatory asset relaied to the fair value of its mark-to-market desivative liability for its block contracts, which includes §2
million related to PECO's block contracts with Generation.

(e} Amounts related to the five-year financial swap between Generation and GomEd are eliminated in consolidation. Amounts ralatad ta the block contracts between
Generation and PECO are also eliminated in consclidation.

() For Generation, includes $15 million and $44 million of changes in cash flow hedge ineffactiveness, of which none was relaled to Germeralion’s financial swap contract with
ComEd for the years ended December 31, 2009 and December 31, 2008, respactively. )

(g} Exslon and Generation retrospectively reclassified certain assets and liabilitins with respect to option premiums into the mark-to-market net asset and liabiliky accounts.
Refer to Note 8 of the Combined Netes te the Consclidated Financlal Statements for further discussion.

(h} Includes $48 millicn and $5 million of amounts reclassified to realized at setiiernent of contracts recorded to results of operations relaled to option premiums dug to the
seftlement of the underylng transactions for the years ended Dacember 31, 2009 and 2008, respectively.

The following tables detail the balance shaet classification of the mark-to-market energy contract net assets (Babilites) recorded as of
December 31, 200& and 2008:

Dacamhber 31, 2005
Intarcompany
Generation {a)(b} ComEd (2) PECO fa) Eliminations {¢) Exelon

Current assets ' 5 . B78 5 - — TRy 3
Noncurrent assets 1,310 — —

Total mark-to-market energy contract asests o 1,888 — R
Current llabilities (198) (302) — )
Noncurrant liabilities . S N e 21) (B9 - - M) |

Total mark-to-market energy contract liabitities {219) (971) _ (4)
Total mark-to-markst energy confract net assets (Hiahifities) S8 U 17688 0 5 [(971) - & ) F T

(a) Includes current and noncurrent assets for Generation and current and nancument liablites for ComEd of $302 milllon and 3669 millian, respectively, related ta the falr

value of Generation's and ComEd's five-year financial swap coniract. Includes a noncurrent asset for Generation and a noncurrent liability for PECO of $2 million related
to the fair value of PEC{O’s block contracts with Generation.

(b} Cument and noncurrent assets are shown net of collateral of $502 milion and $376 million, respectively, and current liabilities are shown net of collateral of $69 million.

The allocation f collateral had no impact to nencurrent liabilkies. The lotal cash collateral receivad net af cash collateral postad and offset against mark-to-market assets
and liabilities was $947 million at December 31, 2008.

{6)  Amounis related 10 the five-year Bnancial swap between Generation and ComEd and the biock contracts between Generation and PECO are eliminaied in consolidation.
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Decembor 31, 2008
Intercompany
] o Genaration (a}bNd) ComEd ) ~ EEmination ) Exalon (d)
Moncurrent assets 1,007 —
Current liabilities (212) (111) o
Noncurtent fiabiffdes T, Dol {23y oAy
Total mark-to-market energy contraci liabilities (235) (456}

Total mark-to-mariket efiergy dontract net assets (liebilites) . c 0§ 1883 7 ¥ [4BBY7

(@) Inciudes current and noncurreni assel for Generation and current and nancurrent liability for ComEd of $111 million and $345 million, respactivaly, related to the fair value
of Generation’s and ComEd's five-year financial swap contract,

(b} Currant and noncumrent assets are shown net of collateral of $355 million and $333 million, respectively, and current liabilities are shown net of collateral of $65 million.
The akocation of collateral had no impact o noncurrent lighilities, The lotal cash collateral received net of cash collateral posted and offset against mark-to-market assate
and liabililies was $753 million at December 31, 2008.

{c} Amcunts related to the five-year financial swap between Generation and ComEd ara siiminated i consalidation.

(d) Exelon and Generation reclassified certain assets and liabilities with respect to option premiums into the mark-to-market net asset and Nability accounts to conforrn with
current year presentation. Refer to Nate 8 of the Combined Notes to the Consolidated Financial Statements for further discussion.

Fair Values

The maijerity of Generation’s contracts are non-exchange-traded contracts valued using prices provided by external sources, primarily price
quotations availlable through brokers or over-the-counter, on-line exchanges. Prices reflect the average of the bid-ask, mid-point prices obtained
from afl sources that Generation belicves provide the most liquid market for the commodity. The terms for which such price information is avallable
vary by commodity, region and product. The remainder of the contracts, which are primandly option contracts, represents contracts for which
external valuations are not available. These coniracts are valued using the Black model, an industry standard option valuation model.

The fair values reflect the level of forward prices and volatility factors as of December 31, 2009 and may change as a result of changes in
these factors. Management uses its best estimates to determine the fair value of commodity and derivative contracts Generation, ComEd and
PECO hold and sell. These estimates consider various factors including closing exchange and over<the-counter price quotations, time value,
volatility factors and credit exposure. R is possible, however, that future market prices could vary from those used in recording assets and liabilities
from the swap between Generation and ComEd, energy marketing, trading activiles and such variations could be material. Refer io Note 8 of the
Combined Notes to Consolidated Financial Statements for further information regarding valuation,

The following tables, which present maturity and source of falr vaiue of mark-to-market energy contract net assets (liabilities), provides two
fundamental pieces of informatlon. First, the tables provide the source of fair value used In determining the carrying amount of the Registrants’
total mark-to-market asset or {liability). Second, the tables provide the maturity, by yeer, of the Registrants’ net assets (liabilities), giving an
indication of when these mark-to-market amounts will settle and either generate or require cash.
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Maturitlas Within
20155nd Total Fair
N . . SRMe 20w vz am3 2014 Beyond Ve
Normal Opsrations, qualifying cash flow hedge cortracty el e T T R %

Prices provided by external sources , o  $37r9 52 '4 $ 59

Prices based on model or other valuation methods =~~~ TS - T 5 | I ﬁ)f .

Total $§ 379 § 223 $ 58 $ {1)
Normal Opsrations, other derivative contracts ™X?: _ P N

Actively quoted prices ‘ § 4 5 — $ — $ —

Prices provided by external sources ’ [ A ¥ -4} 212 . 73 y——

Prices based on modsl or other valuation methods {25) {4) {?) — L

Totai R $.(201) $268 §$ B7 $— | %

{(a) Mark-to-market gains and lesses on contracts that qualify as cash flow hedges are recorded in QCI.
{b} Mark-to-market gains and losses on olher non-trading hedge and Irading derivativa contracts thal da not qualify as cash flow hedges are recorded in rgsults of oparafions,

(¢} Amounis are shawn net of collateral paid to and received from counterparties and offset aganst mark-to-market assets and ligbilities of 5947 milion at Decamber 31,
2008.

Generation

Maturities Within
2015 an Total Fair
‘ _ggg_ 2m 2013 2014 Ba Valua

Normial Operations, qualifying cash flow hedge contracts ™™ - T T ey T T T

Prices provided by external sources $ 379 $226

Prices based on-model or other valuation methods S~ S | - A

Total $ 681 $ 538
Normal Operations, other derivative contracts % : R TSI

Actively quoted prices o (4) §—

Prices provided by extemal sources : R {1?2] 272

Prices based on model or other valuation methods {25) {4)

Total L 0 s@Eey

(a) Mark-to-market gains and losses on contracts that qualify as cash flow hedges are recorded in OCL Includas $971 willion gain associsted with the five-year financial swap
with ComEd and $2 million reiatad to the failr valie of the PECO binck contracks.

{b) Mark-to-markel gains and lesses on other non-rading hedge and trading decivative contracts that do not qualify as cash flow hedges are recordad in results of aperations.

(c) Amounts are shown net of colateral paid to and received from counterparties and offset against mark-to-market assets and liabikties of $947 million at December 31,
2008.
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ComEd
Maturitles Wikthin
2015 and
e T, T 2010 211 2042 2013 | c2od  Total Fair Valug
Prices based 6 miodsl of other valusionmetrieds . ©- " F . § 302 - §811 $ 312 % ST en

(a) Represents ComEd's net lisbilities associated with the five-year financial swap with Generation.

PECO
Maturities Within .
2015 and
e g oo Bn on  20n 28 _ JotalFairValue
Prices based onodel orother valustionmidhbds -~ - ¢  $4  §— % g

{a) Represents PECO's net liabilities associated with its block contracts executed under its DSF Program. Includes $2 million related to the fair value of PECO's block
contracts with Generation,

Cash Flow Hedges

The table below provides details of effective cash flow hedges included in the balance sheet as of December 31, 2009. The data in the table
gives an indication of the magnitude of the hedges Generation has in place; however, since not all hedgas ara recarded in OCI, the table doas not
provide an all-encompassing picture of Generation's hedges. The table also includes a rollforward of accumulated OCI related to cash flow hedges
from January 1, 2008 to December 31, 2009, providing insight into the drivers of the changes (new hedges entered into during the period and
changes in the value of existing hedges).

Total Cash Flow Hodge QC) Activity,

Nat of Income Tax
Generation Exelon
nargy “Total
income Statemant Related Cash Flaw
Location ' . Hedges
Acovivitabed OO derivative loss atJanuary 1, 2008 T ; L )
Effective portion of changes In falr value o ‘ . 1 101®) X - BB
Recisshications from accumulated OCED: et incoms © Y QOpersting Revenue ‘32884 R\ ¥
Ineffective portion recognized in iIncome Purchased Power (26} . {26)
Ascumitated OCH derivative gaifi at Deceniber 31, 2008 - . T g - BERET T 1 § 3T -BE3
Effective portion of changes In fair value , 1,2270) 757
Reclassifications from acclimuiated OCE to fiet Incoms © - Qperating Revenue - (939),M BT s ATT8)
Ineffective portien recognized in Income Purchased Power 9 9
Accymilated DG derfvative gain-at Deceimber 31,2009 : S % AABZMMEY. . - % BB1.

(a) Inchudes $585 million gain, $275 million gain and $275 million ioss, net of taxes, related to the fair value of the five-year financial swap contract with ComEd for the years
ended December 31, 2009, 2508, and 2007, respectvely, and $1 million of gains, net of taxes, related to lhe fair value of the block contracts with PECO for the year
ended December 31, 2009.
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(b) Inciudes $471 million and $535 millian gains, net of taxes, of the effective portion of changes in fair value of the fve-year financial swap coniract with ComEd for the years

endad December 31, 2008 and 2008, respectively, and $1 million of gain, net of taxas, of the effective partion of changes in fair value of the block cantracts with PECO for
the year ended December 31, 2008.

(¢} Includes $161 million loss ang $15 million gain, net of taxes, of reclassifications from accumulated CCI 1o net income related to the satffemenis of the five-year finandiat
swap contract with ComEd for the years ended December 31, 2009 and 2008, respectively.

(d) Excludes $5 million gain, net of laxes, related to interest rate swaps seftled for the year ended December 31, 2009, See Nota S of the Combinad Notes to Consolidated
Financial Statements for further infarmation.

Credit Risk {Exelon, Generation, ComEd and PECQ)
Generation

In September 2008, Generation parlicipated in and won portions of the ComEd and Ameren electricity supply auctions. Beginning in 2007 -
and as a result of the auctions, Generation’s sales to counterparties other than ComEd and PECQ increased due to the expiration of the PPAwilh
ComEd on December 31, 2006, lllinois Settlernent Legislation passed during 2007 established a new procurement process in place of the
procurement auctions. Generation participated in the 2008 ComEd RFP procurement process and will continue to have credit risk in connection
with contracts for sale of electricity resulting from the ICC-approved competitive procurement process. Generalion has credit risk associated with
counterparty performance on energy contracts which includes, but is not limited to, the risk of financial default or slow payment. Tharefore,
Generation's credit risk profile has changed based on the credit worthiness of the new and existing counterparties, including ComEd and Ameren.

For additional informaticn on the lilinois auction and the various regulatory proceedings, see Note 2 of the Combined Notes to Consolidated
Financial Stalements.

Generation enters into enabling agreements that allow for payment netting with its counterparties, which reduces Generation's exposure to
counterparty risk by providing for the offset of amounts payable to the counterparty against amounts receivable from the counterparty. Typically,
sach enabling agreement is for a specific commadity and so, with respect to each Individual counterparty, netting is limited to transactions
involving that specific commodity product, except where master netting agreements exist with a counterparty that allows for cross praduct nefting.
In addition to payment neiting {anguage In the enabling agreement, the credit department establishes margining thresholds and coliateral
reguirements for each counterparty, which are defined in each contract. Counterparty credit limits are based on an intemal credi review that
cansiders a variety of factors, including leverage, liquidity, profitability, credit ratings and risk management capabilities. To the extent that a
counterparly's margining thresholds are exceeded, the counterparty is required to post collatersl with Generation as specified in each enabling
agreement. The credit depariment monitors current and forward credit exposure to counterparties and their afiiliates, both on an individual and an
aggregate basis. See the Callateral section below for additional information.
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The following tables provide information on Generation's credit exposure for all derivative instruments, nermal purchase normal sales
agreements and applicable payables and receivables, net of collateral and instruments that are subject to master netting agreements, as of
December 31, 2009. The tables further delineate that expasure by credit rating of the counterparties and provide guidance on the concentration of
credit risk to individual counterparties and an indication of the maturity of a company’s credit risk by credit rating of the counterparties. The figures
in the tables below do not include credit risk exposure from uranium procurement contracts or exposure through RTOs, 1S0s and NYMEX and ICE
commodity exchanges, which are discussed below. Additionally, the figures in the tables below do not include exposures with affiliates, including
net receivables with ComEd and PECQ of $123 million and $174 million, respectively. See Note 21 of the Combined Notes to Consolidated
Financial Statements for further Information.,

Total Number of Net Exposure of
Exposure Gountarparties Counterparties
Before Credit Cradit Nat Greater than 10% Graatar than 10%
Rating as of December 31, 2009 S Caollateral Collateral %El(gosure_ of Not Exposure of Net Exposure
Investment grade’ - - - e 488 $ 464 . F T7i9 Srauser DN s"m"ﬁ
Non-investment grade § 15 5 LY — —
No extemial-ratings - .. - co ' R BT PN
Internally rated—lnvestment grade 34 s 2 ) - —
interriplly fatad—hor:investment grade: - . 1 L e L el TR0 Al e T T
Total $ 1,233 § 475 $ 758 1 $ 76
Maturty of Credit Risk Expazura .
Exposure Tatal Exposura
Less than 2-5 Greater than Before Credit
r_tgas ol Deumhsrm 2009 — — — —  _2Years - XYears § Years o Collateral
Non-lnvestment grade 16 -
Ny gxternal ratihgs  ~ 5 - - T : ' T
_Internally rated—mvestment grade .22 L1120 .
" internally rated—néan-Investvient grade S R TS BRI, ™ SR el R A L R
Total $ 1,109 $ 124 $ — $ 1,233

Nst gmdlt Exgosure I_r! nge oI Countorgarty As of Dacember 31, 2009

. o

ComEd

Credit risk for Comid is managed by credit and collection policles, which are consistent with state regulatory requirements. ComEd is
currently abligated to provide service 1o all electric customers within its franchised territory. ComEd records a provisien for uncollectible accounts,
based upon historical experience, to pravide for the potential loss from nonpayment by these customers. ComEd will monitor nonpayrment from
customers and will make any necessary adjustments ta the provision for uncollectible accounts. In February 2010, the ICC approved ComEd’s
tariffs to adjust rates annually
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through a rider mechanism to reflect increases or decreases in annual uncollectible accounts expense. The lllincis Setlement Legisiation prohibits
utilities, including ComEd, from terminating electric service to a residential electric space heat customer dus to nonpayment between Dacember 1
of any year through March 1 of the following year. ComEd's ability to disconnect non space-heating residential customers is also impacted by
certain weather restrictions, at any time of year, under the llinois Public Uilities Act. ComEd will monitor the impact of its disconnection practices
and will make any necessary adjustments to the pravision for uncollectible accounts. ComEd did not have any customers representing over 10%
of its revenues as of Decamber 31, 2009. See Note 2 of the Combined Nates to the Consolidated Financial Statements for additional information
regarding ComEd's recently approved tariffe to adjust rates annuaily through a rider mechanism to reflect increases or decreases in annual
uncollectitle accounts expense.

ComEd's power procurement contracts provide suppliers with a certain amount of unsecured credit. The credit position is based on the price
of energy in the spat market compared to the benchmark prices. The benchmark prices are the future prices of energy projecied through the
contract term and are set al the point of contract execution. i the price of energy in the spot market exceeds the benchmark price, the suppliers
are required to post collateral for the secured credit portion. The unsecured credit used by the suppliers represents ComEd's credit exposure. As
of December 31, 2009, ComEd's credit exposure to energy suppliers was immaterial and did not exceed the unsecured levels allowed by confract.

PECO

Credit risk for PECQ is managed by credil and collection policies, which are consistent with state regulatory requirements. PECO is currently
obligated to provide service to all retail eleciric customers within its franchised territory. PECO records a provigion for uncollectible accounts,
primarily based upon historical experience, to provide for the potential 1oss from nonpayment by these customers. In accordance with PAPUC
regulations, after November 30t and before April 1, an electric distribution utiity or natural gas distribution utility shall not terminate service to
custemers with household incomes at or below 250% of tha Federal poverty level. PECCO's pravision for uncollectible accounts wilt continue to be
affected by changes in prices as well as changes in PAPUC regulations. PECC did not have any customers representing over 10% of its revenues
as of December 31, 2009. )

PECO has a PPA with Generation under which Generation has agreed to supply PECO with all of PECO's electric supply needs through
2010. Generation supplies electricity to PECQ from its portfolio of generation assets, PPAs and other market sources at prices that are currently
below current market prices. The price for this electricity is essentially equal to the energy revenues sarned from customers as specified by
PECO's 1998 restructuring settiement mandated by the Competition Act. As noted under item 1A. Risk Factors, PECO coukd be negatively
affected if Generation could not perform under the PPA.

PECO's supplier master agreements that govem the terms of its DSP Program contracts, which define a supplier's perforrmance assurance
requirements, allow a supplier to meet its credit requiremeants with a certain amount of unsecured credit, The amount of unsecured credit is
determined based on the supplier's lowest credit rating from S&F, Fitch or Moody's and the supplier’s tangible net worth. The credit position is
based on the initial market price, which is the forward price of energy on the day a transaction is executed, compared to the current forward price
curve for energy. If the forward price curve for energy exoeeds the inital market price, the supplier is required to post collateral to the extent the
credil exposure is greater than the supplier's unsecured credit imit. As of December 31, 2009, PECO's credit exposure to suppliers under its
elactric procurement contracts was
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immaterial and did not exceed unsecured leve!s allowed by the supplier master agreements. As of December 31, 2008, PECO had no net credit
exposure lo energy suppliers.

PECO does noi obtain coliateral from suppliers under its natural gas supply and management agreements. As of December 31, 2009, PECO
had credit exposure of $13 million under its natural gas supply and management contracts.

Collateral (Generation, ComEd and PECO)
Generation

Ag part of the normal course of business, Generatign routinely enters into physical or finandial contracts for the purchase and sale of
electricity, fossil fuel and other commodities. These contracts either contain express provisions or atherwise permit Generation and its
counterparties to demend adequate assurance of future performance when there are reasonable grounds for doing so. In accordance with the
contracts and applicable law, if Generation is downgraded by a credit rating agency, especially if such downgrade is to a level below investment
grade, it is possible that a counterparty would attempt to rely on such a downgrade as a basis for making a demand for adequate assurance of
future performance. Depending on Generation’s net position with a counterparty, the demand could be for the posting of collateral. In the absence
of expressly agreed-to provisions that specify the collateral that must be provided, the obligation to supply the collateral requested will be a
function of the facts and circumstances of the situation at the time of the demand. if Generation can reasonably claim that it is willing and
finencially able to perform its abligations, it may be possibie to successfully amgue that no collateral should be posted or that only an amount equal
to two or three months of future payments should be sufficient.

Generation sells output through bilateral contracts. The bilateral contracts are subject to credit risk, which relates to the ability of
counterparties to meet their contractual payment obligations. Any failure to collect these payments from counterparties could have a material
impact on Exelon's and Generation's results of operations, cash flows and financial position. As market prices rise above contracted price levels,
Generation Is required to post collateral with purchasers; as market prices fall below contracted price levels, counterparties are required to post
collateral with Generation. In order to post collateral, Exelon depends on access to bank credit lines which serve as liquidity sources to fund
collateral requirements. Since the banking industry issues started to surface in mid-2007, credit markets have tightened. Exelon will be required to
renew most of its credit facillties in the 2011-2012 timeframe. The cost and avallability to renew may be substantially different than when Exelon
ariginally negatiated the exiating liquidity facilities.

As of December 31, 2009, Generation was holding $965 million of cash collateral depasits received fram counterparties and Generation had
sent $12 million of cash collateral to counterparties, Net cash collateral deposits received of $947 million were offset agalnst mark-to-market
assels and liabilities. As of December 31, 2009, $6 milllon of cash collateral received was not offset against net mark-to-market assets and
liabilities. As of December 31, 2008, Generation was holding $7568 million of cash collateral deposits recsived from counterparties, of which $753
million was cffset against mark-to-market assets and Habilities. As of December 31, 2008, $5 milllon of cash collateral received waa not offset
agalnst net mark-to-market assets and liabilities, See Note 18 of the Combined Notes to Consolidated Financial Statements for information
regarding the letters of cradit supporting the cash collateral.
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Beginning in 2007, under the lllinois auction rules and the SFCs that Generation and other suppliers entered into with ComEd, collateral
postings will be one-sided from Generation and the other suppliers only. Therefore, if market prices fall below ComEd's benchmark price levels,
ComEd is not required 1o post collateral; however, If market prices rise above the benchmark price levels with ComEd, Generation and the other
suppliers may be required to post collateral once certain unsacured credit limits ara exceeded. Under the terms of the S5-year financial swap
contract with ComEd, there are nc immediate collateral provisions on either party. However, the swap contract alsc provides that: (1) if ComEd is
dknwngraded below investment grade by Moody's or S&P, or (2) if Generation is downgraded below investment grade by Moody’s or S&P,
collateral postings would be required by the applicable party depending on how market prices compare to the benchmark price levels. Under the
terms of the financial swap contract, collateral postings will never exceed $200 million from either ComEtd or Generation. As of December 31,
2009, there was no cash collateral or letters of credit posted between any suppliers, including Generation, and ComEd associsted with the SFCs.

{linois Settlement Legislation passed during 2007 establizhed a new procurement process in place of the procurement auctions. Beginning
in June 2009, under the terms of GomEd's standard block energy contracts, collateral postings are only required from the supplier, including
Generation, should exposures between market prices and benchmark prices exceed unsecured credit limits outlined in the agreement. Ths terms
of ComEd's procurement contracts provide that collateral requirements of the suppliers are affected by their security ratings. As stipulated in the
llinois Setlement Legislation as well as the ICC-approved procurement tariff, ComEd is permitted to recover its costs of procuring power and
energy pius any prudent costs that a utility incurs jn arranging and providing for the supply of electric power and energy. Thus all costs associated

with collateral postings are recoverable from retail customers through ComEd's procurement tariff. See Note 8 of the Combined Notes to
Consolidated Financial Statements for further information.

PECO

IF PECO lost its investment grade credit rating as of December 31, 2008, it would have been required to provide collateral of $5 million
pursuant to PJM's credit policy.

PECO's supplier master agreements that govern the terms of its DSP program contracts do not comtaln provisions that would require PECO
1o post collateral. .

PECO's natural gas procurement contracts contain provisions that require PECQ to post collateral. This collateral may be posted in the form
of cash or credit support with thresheld’s contingent upon PECO's credit rating from Moody's and S&P. The collateral and credit support
requirements vary by contract and by counterparty. As of December 31, 2009, PECC was not required to post any additional collateral for any of
these agreements. If PECO lost its investment grade credit rating as of December 31, 2009, PECO could have been required to provide collateral

of approximately $49 million related to its natural gas procursment contracts, which is well within its current available credit facility capacity of $564
million.

RTOs and I50s.

Generation, ComEd ang PECO participate in all. or some, of ihe established, real-time energy markets that are administered by PJM,
ISO-NE, New York ISO, MISO, Southwest Power Pogol, Inc. and the ERCOT, In these areas, power is traded through bilateral agreements
between buyers and sellers and on the spot markets that are operated by the RTQs or ISOs, as applicable. In areas where there Is no spat

market, electricity is purchased and sold solely through bilateral agreements. For sales into the spot markets administered by an RTO or IS0, the
RTO or 1SO maintains financial assurance pollcies
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that are established and enforced by those adminisirators. The credit policies of the RTOs and 1SOs may under certain circumstances require that
losses arising from the default of one member on spot market transactions be shared by the remaining participants. Non-performance or
non-payment by a major counterparty could result in a material adverse impact on the Registrants’ results of operations, cash flows and financial
pasitions.

Exchange Traded Transactions.

Generation enters into commodity fransactions on NYMEX and ICE. The NYMEX and ICE clearinghouse acts as the counterparty to each
trade. Transactions on the NYMEX and ICE must adhere to comprehensive collaleral and margining requiremants. As a result, transactions on
NYMEX and ICE are significantly coilateralized and have limited counterparty credit risk.

Generation and PECQ

Fuel Procurement. Generation procures coal through annual, shori-term and spot-market purchases and natural gas through annual,
monthly and spot-market purchages. Nuctear fuel assemblies are obigined through long-term contracts for uranium concentrates and long-term
contracts for conversion services, enrichment services and fuel fabrication services. The supply markets for coal, natural gas, uranium
concentrales and certain nuclear fuel services are subject to price fluctuations and availability restrictions. Supply markel conditiong may make
Generation's procurement contracts subject to credit sk related to the polential non-performance of counterparties to deliver the contracted
commodity or service at the contracted prices. Approximately 56% of Generation's uranium concenlrate requirements from 2010 through 2014 are
supplied by three producers. In the event of non-performance by these or oiher suppliers, Generation believes that replacement uranium
concentrales can be abtained, although at prices that may be unfavorable when compared lo the prices under the cument supply agreements.,
Non-performance by these counterparties could have a material impact on Exelon’s and Generation’s resulis of operations, cash flows and
financial positions. See Note 18 of the Cambined Notes to Consclidated Financial Statements for additional information regarding uranium and
coal supply agreement matters,

PECO procures natural gas from suppliers under both short-term and long-term contracts. PECQ's natural gas procurement plan is reviewed
and appraved annualty cn a prospective basis by the PAPUC. PECO's counterparty credit risk under its natural gas supply agreements is

mitigated by its ability to recover its natural gas costs through the PAPUC PGC that allows PECO to adjust rates quarterly to reflect realized
natural gas prices.

Exelon

Exelon's consclidated balance sheets, as of December 31, 2009, inciuded a $602 milllon net investment in direct financing leases. The
investment in direct financing leases represents the estimated residual value of leased assets at the end of the respective lease terms of $1.5
billion, less unearned income of $890 milllon. The lease agreements provide the lessees with fixed purchase options at the end of the lease terms.
If the lessees do not exercise the fixed purchase options, Exelon has the abilily to require the legsees to return the leasehold interests or to
arrange a service confract with a third party for a period followlng the lease term. If Exelon chooses the service contract option, the leasehold
imerests will be retumed to Exelon at the end of the term of the service contract. In any event, Exelon will be subject to residual value rigk if the
lessees do not exercise the fixed purchase options. Lessee performance under the lease agreements is supporied by collateral and credit
enhancement measures including letters of credit, surety bonds and credit swaps. Management regularly evaluates the credit worthiness of
Exelon’s counterparties to these direct financing leases. During 2008 and 2009, the entity providing the credit enhancement for one of the lessees
did not meed the credit rating requirements of the lease. Consequently, Exelon has indefinitely extended a waiver and reduction of the rating
requirement, which Exelon may terminate by giving 90 days notice to the lessee.
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Iinterest-Rate Risk {Exelon, Generation and ComEd)

The Registrants use a combination of fixed-rate and variable-rate debt to manage interest-rate exposure. The Registrants may also use
interest rate swaps when desmed appropriate to adjust exposure based upon market conditions. Additionslly, the Registrants may use
forward-starting interest rate swaps and treasury rate locks to lock in interest-rate levels in anticipation of future financings. These simiegies are
empioyed to achieve a lower cost of capital. At December 31, 2009, Exelon had $100 million of notional amounis of fair value hedges outstanding.
A hypothetical 10% increase in the interest rates associated with variable-rate debt would result in less than a $1 mlllion decrease in Exelon's,
Generatlion’s and ComEd's pre-iax eamings for the year ended December 31, 2009. This calculation holds all other variables constant and
assumes only the discussed changes in interest rates.

Equity Price Risk {Exelon and Generation)

Exelon and Generation maintain trust funds, as required by the NRC, o fund cettain costs of decommissioning Generation’s nuclear plants.,
As of December 31, 2009, Generation's decommissioning trust funds are reflectsd at fair value on its Consolidated Balance Sheets. The mix of
securifies in the trust funds is designed to provide returns to be used to fund decommissioning and 1o compensate Generation for inflationary
increases in decommissioning costs; however, the equity securities in the trust funds are exposed 1o price Ructuations in equity markets, and the
value of fixed-rate, fixed-income securities are exposed to changes in interest rates. Generation activaly monitors the investment performance of
the trust funds and periodically reviews asset allocation In accordance with Generation's NDT fund investment poligy. A hypothetical 10% increase
in interest rates and decrease in equity prices would result in a $412 million reduction in the fair value of the trust assets. This calculation holds all
other variables constant and assumes only the discussed changes in interest rates and equity prices. See liem 2, Management's Discussion and
Analysis of Financial Condition and Results of Operations, for further discussion of equity price risk as a result of the current capital and credit
market conditions.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATION

Generation
General

Generation operates in a single business segment and its operations consist of ownad and contracted electric generating facilities,
whaolesale energy marketing operations and competitive retail sales operations.

Executive Overview

A discussion of items pertinent {0 Generation's executive overview is set forth under "EXELON CORPORATION—Executive Overview" of
this Form 10-K.

Resulis of Operations

Year Ended December 31, 2009 Compared To Year Endad December 31, 2008 and Year Ended December 31, 2008 Gompared to Year
Ended December 31, 2007

A discussion of Generation's resuits of operations for 2009 compared to 2008 and 2008 compared to 2007 is set forth under "Results of
Operations—Generation” in "EXELON CORPORATION—Results of Cperations” of this Form 10-K.

Liquidity and Capital Resources

Generation's business is capital intensive and requires considerable capital resources. Generation’s capital rasources are primarily provided
by internzlly generated cash flows from operations and, to the extent necessary, external financing, including the issuance of iong-term debt,
commercial paper, participation in the intercompany money pool or capital confributions fram Exelon. Generation’s accéss to external financing at
reasonable terms is dependent on its credit ratings and general business conditions, as well as that of the utility industry in general. I these
conditions deteriorate to where Generation no longer has access to the capital markets at reasonable terms, Generation has accass to revolving
credit facilities of $4.8 billion that Ceneration currently utilizes to support its commercial paper program and to issue letters of credit.

See the "EXELON CORPORATION—Liquidity and Capital Resaurces” and Note 9 of the Combinad Notes 1o the Financial Statements of
this Form 10-K for further discussion.

Capital respurces are used primarily to fund Generation's capital requirements, including construction, retirement of debt, the payment of
distributions to Exelon, contributions ta Exelon’s pension plans and investments in new and existing ventures. Future acquisitions could require
external financing or borrowings or capital contributions from Exelon.

Cash Flows from Operating Actlvities

A discussion of items pertinent to Generation’s cash flows from oparating activities is set forth under "Cash Flows from Operating Activities”
in “EXELCON CORPORATIQN—Liquidity and Capital Resources” of this Form 10-K.
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Cash Flows from Investing Activitles

A discussion of items pertinent 1o Generation’s cash flows from investing activities is set forth under “Cash Flows from (nvesting Activities” In
*EXELON CORPORATION—Liguidity and Capital Resources” of this Form 10-K,

Cash Flows from Financing Actlvities

A discussion of items pertinent to Generation’s cash fiows from financing activities Is set forth under “Cash Flows from Financing Activities®
in "EXELON CORPORATION—LIquidity and Capital Resources” of this Form 10-K.

Credit Matters

Adiscussion of credit matters pertinent to Generation is set forth under “Credit Matters” in “EXELON CORPORATION—LIiquidity and Capital
Resources” of this Form 10-K.

Contractual Obligations and Off-Balance Sheet Arrangements

A discussion of Generstion's contractual obligations, commercial commitments and off-balance sheet arrangements is set forth under
“Contraciual Obligations and Off-Balance Sheel Arrangements” in "EXELON CCRPORATION—Liquidity and Capital Respurces” of this Form
10-K.

Critical Accounting Policies and Estimates

See Exelon, Generation, ComEd and PECO—Critical Accounting Policies and Estimates above for a discussion of Generation’s critical
accounting policies ang estimates.

New Accounting Pronouncements
See Note 1 of the Combined Notes to Consolidated Financlal Statements for information regarding new accounting pronouncements.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
Generation

Generation is exposed to market risks associaled with commadity price, credit, interest rates and equity price. These risks are described
above under "Quantitative and Qualitative Disclosures about Market Risk—Exelon.”
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ITEMT. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATION
ComEd
Ganeral
ComEd operates in a single business segment and its operations consist of the purchase and regulated retall and wholesala sale of
eleclricity and distribution and transmission services in northern lllinois, including the City of Chicago.
Executive Overview
r ?Udiéwssion of items pertinent ta ComEd's executive overview is set forth under "EXELON CORPORATION—Exgcutive Overview” of this
arm 10-K,
Results of Operations
Yaar Ended December 31, 2009 Compared to Year Ended Dacember 31, 2008 and Year Ended December 31, 2008 Compared to Year
Ended December 31, 2007

A discussion of ComEd's resulte of operations for 2000 sompared to 2008 and for 2008 compared to 2007 is set farth under *Results of
Operations—ComEd” in "EXELON CORPORATION—Results of Operations” of this Form 10-K.
Liquidity and Capital Resources

ComEd's business is capital intensive and requires considerable capital resources. ComEd's capital resources are primarily provided by
intemally generated cash fiows from operations and, to the extent necessary, extemal financing, including the issuance of long-term debt, or crecit
facility borrowings. ComEd's access 1o extemnal financing at reasonable tenms is dependent on its credit ratings and general business conditions,
as well as that of the utility industry in general, At December 31, 2009, ComEd had access 10 a revolving credit facility with aggregate bank
commitmants of $852 million. See the “Credit Matters” section of "Liquidity and Capital Resources" for additional discussion.

See the "EXELON CORPORATION—Liquidity and Capital Resources” and Note 9 of the Combined Notes to the Financial Statements of
this Form 10-K for further discussion.

Capital resources are used primarily to fund ComEd's capital requirements, including construction, retirement of debt, and contributions to
Exelon’s pension plans. Additionally, ComEd opsrates in rate-regulated environments in which the amount of new investment recovery may be
limited and where such recovery takes place over an extended period of time.

Cash Flaws from Opserating Activities

A discussian of items pertinent to ComEd's cash flows from operating activiies is sel forth under "Cash Flows from Operating Activities” in
*EXELON CORPORATION—Liquidity and Capital Resources” of this Form 10-K. )
Cash Flows from Investing Activities

A discussion of items pertinent to ComEd's cash flows from investing activities is set forth under “Cash Flows from Investing Activitres” in
"EXELON CORPORATION—Liquidity and Capital Resources” of this Form 10-K.
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Cash Flows from Financing Activities

Adiscussion of items pertinent to ComEd's cash flows from financing activities is set forth under “Cash Flows from Financing Activities” in
“EXELON CORPORATION—Liquidity and Capital Resources” of this Farm 10-K.

Credit Matters

A discussion of credit mattars pertinent to ComEd is set forth under “Credit Matters® in "EXELON CORPORATION-—Liquidity and Capital
Resources” of this Form 10-K.

Contractual Obligations and Off-Balance Sheet Arrangements

A discussion of ComEd's confractual obligations, commercial commitments and off-balance sheet arrangements is sat forth under

“Contractual Obligations and Off-Balance Sheet Arrangements” in “EXELON CORPORATION—Liquidity and Capital Resources” of this Form
10-K.

Critical Accounting Policies and Estimates

Ses Exelon, Generation, ComEd and PECO—Critical Accounting Policles and Estimates above for a discussion of ComEd's critical
accounting policies and estimates.

New Accounting Pronouncements :
See Note 1 of the Combined Nates to Consolidated Financial Statements for information regarding new accounting pronouncemens.

ITEM7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOQUT MARKET RISK
CamEd

ComEd is exposed to market risks associated with commodity price, credit and interest rates. These risks are described above under
“Quantitative and Qualitative Disclosures about Market Risk— Exelon.”
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATION
PECO
General

PECO operates in two business segments that are aggregaied into one reportable segment, and its operations consist of the purchase and
regulated retail sale of electricily and the provision of distribution and transmission services in southeastern Pennsylvania including the City of
Philadelphia, and the purchase and requiated retail sale of natural gas and the provision of distribution service in Pennsylvania in the counties
surrounding the Gity of Philadelphia,

Executlve Ovearview

A discussion of items perlinent to PECO’s executive overview is set forth under "EXELON CORPORATION—Executive Overview" of this
Form 10-K.

Results of Qperations

Year Ended December 31, 2009 Compared to Year Ended December 31, 2008 and Year Ended December 31, 2008 Compared to Year
Ended December 31, 2607

A discussion of PECO'S results of operations for 2009 compared 1o 2008 and for 2008 compared to 2007 is set forth under “Results of
Operations—PECQ" in "EXELON CORPORATION—Results of Operations™ of this Form 10-1.

Liquidity and Capltal Resources

PECO's business is capital intensive and requires considerable capital resources. PECO's capital resources are primarily provided by
internally generated cash flows from operations and, to the extent necessary, exiernal financing, including the issuance of long-term debt,
commercial paper, or particlpation in the intercompany money pool. PECO's access to external financing at reasonable terms is dependent on its
credit ratings and general business conditions, as well as that of the utility industry in general. If these conditions deteriorate to where PECO no
longer has access to the capital markets at reasonable terms, PECO has access to a revolving credit facility. At December 31, 2008, PECO had
access to a revolving credit facility with aggregate bank commitments of $574 million. See the “Credit Matters” section of “Liquidity and Capital
Resources” for additional discussian.

Capital resources are used primarily to fund PECO’s capital requirements, including construction, refirement of debt, the payment of
dividends and contributions to Exslon’s pension plans. Additionally, PECO operates in a rate-regulated environment in which the amaount of new
invastment recovery may be limited and where such recovery takes place over an extended pericd of time.

Cash Flows from Operating Activities

A discussion of iterns pertinent to PECO's cash flows from operating activities is set forth under “Cash Flows from Operating Activities® in
"EXELON CORPORATION—Liquidity and Capital Resources” of this Form 10-K.

Cash Flows from Investing Activities

A discussion of items pertinent to PECO’s cash flows from investing activities is set forth under “Cash Flows from Investing Activities" in
"EXELON CORPORATION—Liquidity and Capital Rescurces” of this Form 10-K.
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Cash Flows fram Financing Activities

A discussion of items pertinent to PECO’s cash flows from financing activities is set forth under “Cash Flows from Financing Activitles” in
“EXELON CORPORATION—Liquidity and Capital Resources” of this Form 10-K.

Credit Matters

A discussion of credit matters pertinent to PECO is set forth upder “Credit Matters® in “EXELON CORPORATION—Liquidity and Capital
Resources” of this Form 10-K.,
Contractual Obligations and Off-Balance Sheet Arrangements

A discussion of PECO's contractual obligations, commercial commitments and off-balance sheet arrangements is set forth under
“Contractual Qbligations and Off-Balance Sheet Arrangements” in *EXELON CORPORATION—Liguidity and Capltal Resources” of this Form
10-K.

Critical Accounting Policies and Estimates

See Exelon, Generation, ComEd and PECO—Critical Accounting Policies and Estimates above for a discusslon of PECQ’s critical
accounting policies and estimates.

New Accounting Prenouncaments
See Note 1 of the Combined Notes to Consolidated Financial Statements for information regarding new accounting pronouncements.

ITEM 7A, QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
PECO

PECO is exposed to market risks associated with credit and interest rales. These risks are described above under “Quantitative and
Qualitative Disclosures about Market Risk—Exelon.” :
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
Management’s Report on Internal Control Over Financial Reporting

The management of Exelon Corporation (Exelon) is responsible for establishing and maintaining adequate internal control over financial
reporting. Exelon's internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with accounting principles generally accepted in
the United States of America.

Because of its inherent limitations, intemal control aver financial reporting may not prevent or detect misstatements. Also, projections of any
avaluation of effectiveness to future periods are subject 1o the risk that controls may become Inadequate because of changes in conditions, or that
the degree of compliance with the policies or pracedures may deteriorate. .

Exelon's management conducted an assessment of the effectiveness of Exelon’s internal control over financial reporting as of December 31,
2009. In making this assessment, managsmenl used the criteria in Internal Control—Integrated Framework issued by the Commiitee of
Sponsoring Organizations of the Treadway Commission. Based on this assessment, Exelon’s management concluded that, as of December 31,
2009, Exelon’s internal control over financial reparting was effective.

The effectiveness of the Company’s intemal control qver financial reporling as of December 31, 2009, has been audited by
PricewaterhouseCoopers LLP, an independent registered public accounting firm, as stated in their report which appears herein.

February 5, 2010
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Management’s Report on Internal Control Cver Financial Reporting

The management of Exelon Generation Company {Generation) is responsible for establishing and maintaining adequate Internal control over
financial reporting. Generation's internal control over financial reporting is a process designed to provide reasonable assurance regerding the

reliability of financial reparting and the preparation of financial stataments for external purposss in accordance with accounting principles generally
accepted in the United States of America.

Because of its inherent limitations, intarnal control over financial reporting may nat prevent or detect misstatements. Also, projections of any
evaluation of effactiveness to future periods are subject fo the risk that controls may become inadequate because of changes in conditions, or that
the degree of compliance with the policiss or procadures may deteriorate.

Generation's management conducted an assessment of the effectiveness of Generation's intemal control aver financial reporting as of
December 31, 2009. In making this assessment, management used the criteria in Internal Controi—integrated Framework issued by the
Committee of Sponsoring Organizations of the Treadway Commission. Based on this assessment, Generation’s management concluded that, as
of December 31, 2009, Generation’s iniernal control over financial reporting was effective.

The effectiveness of the Company's internal control over financial reporting as of December 31, 2009, has been auditad by
PricewaterhouseCoopers LLP, an Independent registered pubilic accounting firm, as stated In their report which appears herein,

February 5, 2010
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Management's Report on Internal Gontrol Over Financial Reporting

The management of Commonwealth Edison Company (ComEd) is responsible for establishing and maintaining adequate intemnal control
over financial reporting. ComEd’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes In accordance with accounting principles generally
accepted in the United States of America.

Because of its inherent limitations, Internal control over financial reporting may not prevent or detect misatatements. Also, projections of any
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that
the degree of compliance with the policies or procedures may deteriorate.

ComEd's management conducted an assessment of the effectiveness of CorEd's internat control over financial reporting as of
December 31, 2009, In making this assessment, management used the criteria in Internal Control—Integrated Framework issued by the
Committee of Sponsoring Organizations of the Treadway Commission. Based on this assessment, ComEd's management concluded that, as of
December 31, 2009, ComEd's internal control aver financial reporting was effective.

The effectiveness of the Company’s internal contral over financial reporting as of Decermber 31, 2008, has beert audited by
PricewaterhouseCoopers LLP, an independent regéstered public accounting firm, as stated in their report which appears herein.

February 5, 20H0
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Management’s Report on Internal Control Over Financial Reporting

The management of PECO Energy Company {PECO) is responsible for establishing and mainiaining adequate internal control over financial
reporting. PECO's internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of

financial reporting and the preparation of finangial statements for external purposes In accordance with accounting principles generally accepted in
the United States of America.

Because of its inherent limitations, interna control over financial reporting may not prevent or detect misstatements. Also, projections of any
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that
the degree of compiiance with the policies or procedures may deteriorate.

PECC's management conducted an assessment of the effectiveness of PECO’s internal control over financial reporting as of December 31,
2009. In making this assessment, management used the criteria in Intemal Control—Integrated Framework issuad by the Committee of
Sponsoring Organizations of the Treadway Gommission. Based on this assessment, PECO's management cancluded that, as of December 31,
2009, PECOQ’s interal control over financial reporting was effective.

The effectiveness of the Company's internal contral over financial reporting as of December 31, 2009, has been audited by
PricewaterhouseCaopers LLP, an independent registered public accounting firm, ag stated in their report which appears herein.

February 5, 2010
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Report of Independent Registered Public Aceounting Firm

To The Shareholders and the Board of Directars of Exelon Gorporation:

In our opinion, the consolidated financial statements listed in the accompanying index appearing under Iltem 15(a)(1Xi) present fairly, in all material
respects, the financial position of Exelon Corporation and its subsidiaries at December 31, 2009 and 2008, and the resulls of their operations and
their cash flows for each of the three years in the period ended December 31, 2008 in conformity with accounting principles generally accepted In
the United States of America. In addition, in our opinion, the financial statement schedules listed in the accompanying index appearing under item
18{a)1){ii) present fairly, in all material respects, the information set forth therein when read in conjunction with the related consolidated financial
statements. Also in our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of
December 31, 2009, based on criteria established in inlernal Control—integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (CO3Q). The Company's management is responsible for these financial statements and financial
slatement schedules, for maintaining effective intarmal control over financial reporting and for itz assessment of the effectiveness of intemal control
over financial reporting, included in Management’s Report on Intemal Control Over Financial Reporting. Qur responsibility is to express opinions
on these finandial statements, on the financial statement schedules, and on the Company’s intemnal control over financial reporting based on our
integrated audits. We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board {United States).
Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the financial statements are free of
material misstatement and whether effective internal control over financial reporting was maintained In all material respects. Our audits of the
financial statemenls included examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing
the accounting principles used and significant estimates made by management, and evaluating the overall financial statement presentation. Qur
audit of internal control over financial reparting included cbiaining an understanding of intemal control over financial reporting, assessing the rigk
that a material weakness exists, and testing and evaluating the design and operating effectiveness of internal contral based on the assessed risk.
Our audits also included performing such other procedures as we considerad necessary in the circumstances, We believe that our audils provide
a reasonable basis for our opinions.

As discussed in Note 1 to the consolidated financlal staiements, Exelon Corporation changed its method of accounting for nuclear
decommiggioning trust fund investments as of January 1, 2008.

A company’s internal control over financial reparting is a process designed to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principlas. A
company's internal control aver financial reporting indudes those policies and procadures thai {i) pertain to the maintenance of records that, in
reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (ii) provide reasonable assurance
that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting
principles, and that receipts and expenditures of the company are being made only in accordance with auhorizations of management and
directors of the company; and (/i) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or
digposition of the company’s assets that could have a material effect on the financial statements.

Because of its Inherent limitations, Intemal control aver financial reporting may not prevent or detect misstatements. Also, projections of any
evaluation of effectiveness ta future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that
the degree of compliance with the policles or procedures may deteriorate.

PricewaterhouseCoopers LLP
Chicago, llinois
February 5, 2010
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Report of Independent Registerad Public Accounting Firm

To the Member and the Board of Directors of Exelon Generation Company, LLC:

In our opinion, the consolidated financlal stalements listed in the accompanying index appearing under Item 15(a)(2X1) present faidy, in all materiat
respects, the financlal position of Exelon Generation Company, LLC and its subsidiaries (Generation} at Decermber 31, 2009 and 2008, and the
results of their operations and their cash flows for each of the three years in the period ended December 31, 2009 in conformity with accounting
principles generally accepted in the United States of America. In addition, in our opinian, the financial statement schedule listed in the
accompanying index appearing under item 15(a)}2)(ii) presents fairly, in alt material respects, the information set forth therein when read In
conjunction with the related consolidated financial statements. Also in our apinion, the Company maintained, .in all material respects, effective
intarnal control over financial reporting as of December 31, 2009, based on criteria established in internal Control—integrated Framework issued
by the Committee of Sponsoring Organizations of the Treadway Commission (COS0). The Company's management is responsible for these
financial statements and financial statement schedule, for maintaining eflective internal control aver financial reporting and for its assessmeant of
the effectivensss of internal control over financial reporting, included in Management’s Repart on Internal Control Gver Financlal Reporting. Our
responsibility is to express opinions on these financial statemsnits, on the financial statement schedule, and on the Company's internal control over
financial reporting based on our integrated audits, We conducted our audits in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audits to oblain reasonable assurance about whether the
financial statements are free of material misstatement and whether effective internal control over financial reporting was maintained in all material
respects. Our audits of the financial statements included examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statermenis, assessing the accounting principies used and significant estimates made by management, and evaluating the averall
financial staternent presentation. Qur audii of internal control over financial reporting included obtaining an understanding of intemal cantrol over
financial reporting, assessing the risk thal a material weakness exists, and testing and evaluating the design and operating effectiveness of
internal control based on the assessed risk. Our audits also included performing such ather procedures as we considered necessary in the
circumstances. We believe that our audits provide a reasonable basis for our opinions.

As discussed in Note 1 to lhe consolidated financial statements, Generation changed its method of accounting for nuclear decommissianing trust
fund investments as of January 1, 2008.

A company's internal conirol over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial
reparting and the preparation of financial statements for external purposes in acocordance with generally accepted accounting principles. A
company's internal control over financial reporting includes those policies and procedures that (i) pertain to the maintenance of records that, in
reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (i) provide reasonable assurance
that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally accepied ascounting
principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of management and
directors of the company; and (i) provide reasunable assurance regarding prevention or timely detectjon of unauthorized acquisition, use, or
disposition of the company's agsets that could have a material effect on the financial statements,

Because of its inherent limitations, internal control over finendial reperting may not prevent or detect misstatements; Also, projections of any
evaluation of effectiveness to fulure periods are subject to the risk that controls may become inadequate because of changes in conditions, or that
the degree of compliance with the policies or procedures may deteriorate.

PricewaterhouseCaoopers LLP

Chicage, llinois
February 5, 2010
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Report of Independent Registered Public Accounting Firm

To the Shareholders and the Board of Directors of Commonwealth Edison Company:

In our cpinion, the consolidated financial statements listed in the accompanying index appearing under ltem 15{a}{(3)(i) present fairly, in all material
respects, the financial position of Commonwealth Edison Company and its subsidiaries (ComEd) at December 31, 2008 and 2008, and the results
of their operations and their cash flows far each of the three years in the period ended December 31, 2009 in conformity with accounting principles
generally accepted in the United Siates of America. In addition, in our opinion, the financial statement schedule listed in the accompanying index
appearing under item 15(a)(3)(ii) prasents fairly, in all material respects, the information set forth therein when read in conjunction with the related
consolidated financial statements. Also in our apinion, the Company maintained, in all material respects, effective intemal control over financial
reporting as of December 31, 2009, based on criteria established in Infernal Control—Integrated Framework issued by the Commitiee of
Sponsoring Organizations of the Treadway Commission (COS0). The Company’s management is responsible for these financial stalements and
financial statement schedule, for maintaining effective internal contro! over financial reporting and for its assessment of the effectiveness of
internal control over financial reporting, included in Management's Report on internal Control Over Financial Reporting. Our responsibility is to
express opinicns on these financial statements, on the financial statement schedule, and on the Company's internal contral over financial reporting
based on our integrated gudits. We conducted our audits In accordance with the standards of the Public Company Accounting Qversight Board
{United States). Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the financial
statements are free of material misstatement and whether effective Intemal control over financlal reporting was maintained in all material respects.
Qur audits of the financial statements included examining, on a test basis, evidence supporting the amounts and disclosures in the financial
sistements, assessing the accounting principles used and significant estimates made by management, and evaluating the overall financial
statement presentation. Qur audit of internal control over financial reporting included obtaining an understanding of internal control aver financial
reporting, assessing the risk that a material wealkness exists, and testing and evaluating the design and operating effectiveness of intemal control
based on the assessed risk. Our audits also included performing such other procedures as we considered necessary in the circumstances. We
believe that our audits provide a reasonable basis for our opinions.

A campany’s Internal control over financial reporting Is a process designed to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles. A
company’s intemal control over financial reporting includes those policies and procedures that (i) pertain to the mainlenance of records that, in
reasonable detail, accurately and faitly reflect the transactions and dispositions of the assels of the company; {ii) provide reasonable assurance
that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting
principles, and that receipts and expenditures of the company are being made only in accerdance with autherizations of management and
directors of the company; and (i) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or
disposition of the company's assets that could have a material effect on the financial statements.

Because of its inherant limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any
gvaluation of effectiveness to future periods are subject to the risk that controls may bacome inadequate because of changes in conditions, or that
the dagree of compliance with the policies or procedures may deteriorate.

PricewaterhouseCoopers LLP

Chicago, lllinois

February 5, 2010
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Report of Indepandent Registered Public Accounting Firm

To the Sharghelders and the Board of Directors of PECO Energy Company:

In our opinion, the consolidated financial statements listed in the accompanying index appearing under ftem 15(a)(4){i) present fairly, in all material
respects, the financial position of PECO Energy Company and its subsidiaries (FECO) at December 31, 2009 and 2008, and the results of their
operations and their cash fiows for each of the three years in tha period ended December 31, 2009 in conformity with accounting principlas
generally accepted in the United States of America. In addition, in our opinion, the financial statement schedule listed in the accompanying index
appearing under item 15(a){4)(ii) presents fairly, in all material raspects, the information set forth therein when read in conjunction with the related
consolidated financial statements. Also in our opinion, the Company maintained, in all material respects, effactive intemal contyol over financlal
reporting as of December 31, 2009, based cn critoria established in Internal Control—integrated Framework issued by the Committes of
Sponsoring Organizations of the Treadway Cemmission (COS0). The Company's managsement is responsible for these financial statements and
financial statement schedule, for maintaining effective internal control over financial reporting and for its assessmerd of the sffectiveness of
internal contrel over financial reporting, included in Management’s Report on Internal Control Over Financial Reporting. Our responsibifity is to
express apinions on these financial statemants, on the financial statement schedule, and on the Company’s internal control over financial reporting
based on our integrated audits. We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
{United States). Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the financial
statements are free of material misstatement and whether effective internal control over finandial reporting was mainiained in all material respects.
Our audits of the financial statements included examining, on a test basis, eviderce supporting the amounts and disclosures in the financial
statements, assessing the accounting principles used and significant estimates made by management, and evaluating the overall financial
statement presentation. Our audit of internal control over financial reporting included obtaining an understanding of intemal control aver financial
reporting, assessing the risk that a material weakness exists, and testing and evaluating the design and operating effectiveness of intemal control

based on the assessed risk. Our audits also included performing such other procedures as we considered necessary in the circumstances. We
believe that aur audits provide a reasonable basis far our opinions.

A company's internal contral over financial reporting is a process designed to provide reagonable agsurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles, A
company's internal contral aver financial reporting includes those policies and procedures that (i) pertain to the maintenance of records that, in
reasonable delall, accurately and fairly reflecd the transactions and dispositions of the assets of the company; (i) provide reasonable assurance
that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting
principles, and that receipts and expenditures of the company are belng made only in accordance with authorizations of managemant and
directors of the company; and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or
digposition of the company’s assets that could have a material eflect on the financial statements.

Because of its inherent limitations, internal control over financial reporling may nat prevent or detect misstatements. Also, projections of any
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that
the degree of compliance with the policies or procedures may deteriorate.

PricewaterhouseCoopers LLP

Chicago, lllinois
February 5, 2010
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Exelon Corporation and Subsidiary Companles
Consolidated Statements of Operations

0perat|ng and malntenancef

{BQUiatbry required programs
- Deprediation and amorttzation >~ © - -~
Taxes other than i income
" “Tota) operating sxpefisss .
Operating incoma
Qther incoma ahd deductions -
Interest expense, net
Interest expense to affifates, net -
Equity in losses of unconsolidaled affiliates and investmants
Cther, net
Total other income and deductions
Income from continuing operations before Income takes
Income taxes

income from soniriing opérations
Discontinued operations

mmmﬁsimWMm(nﬁﬁmdm $1 and 33, respeciively} - - < - -

Gain on disposal of discontinued operatlons (net oftaxes of $0 $14 and $2 respectwely)

Income from discontinued bperations, net

Net income

Avm:gom ol conmmen stock outstanding: .
SIC

Egrnlngs par averaqe common share—basm ) ‘ _
Income fromy: umtmu#q; oparations _

Dividends per common shafa

For the Years Ended
December 31,
. znm oo ey - znm
3215 . 4210
2.066 2,312
CUUABIRT LT 4,558

28

g

(654) (699) (647)
-y (133} (209
(27) (26) (106)

428 (407} 460
(332) (1,265) (496)
4418 B ‘:11:” > 4.%4 g 4,172

1.712 1,317 1,446
LB

4

$ 2707 § 2,737 $ 2, 736

670
o 678

406

0.02

408

403

0.02

By

o

5 4,05

§ 203

-3

1.76

Sea the Combined Notes to Consolidated Financial Statements
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Exelon Corporation and Subsidiary Companies
Consolidatad Statements of Cash Flows

For the Years Ended
Decomber 31,

{in miNlans) 2009 2888 2007
Cash flows from operating activities - -~~~ 7 UL o o T e IR Shusisad
Met income . ‘ . N $ 2, 707 _ $ 2 736

Adjustments to reconcile net income fo net cash flows provided by operating acivitles: . N e
Depreciation, amortization and accretion, including nuclear fuel arnorhzahon 2 601 2 308 o 2 183
impairment of long-lived assets - , AT -« P PR
Deferred income taxes and amortization of investment tax credlts ) 796 374 (104),
Net fair value changes related to derivatives o et L o8- ey 62
Net realized and unrealized (gains) losses on nuclear decornmlssmmng trust fund

investments {207) 70}
Other non-cash operating activities . S BRI ;- S L T

Changes in assets and liabilities:
Accounts recelvable
Inventories
Accounts payable, accrued expenses and other current liabilities
Opticn premiums (paid) received, net
Counterparty collateral received {posted), net
Income taxes
Penslon and non-pension postretirement benefit contributions
Other assets and liabilities
Net cash flows provided by operating activities
Cash flows from investing activities
Capltal expenditures
Proceeds from nuclear decommissloning trust fund sales
Investment in nuclear decommissioning trust funds
Proceeds from sales of investments
Purchases of investments
Change in restricted cash
Other Investing actlvities :
Net cash flows used In Investing actwltles
Cash flows from financing activities :
Changes in short-term debt
Issuance of long-term debt
Retirement of long-term debt

Retirement of long-term debt fo financing affilistes : R o8y " A1020
Dividends paid on common stock (1.385) (133 (1,180
Proceeds from emplovee stock plans SR e o SRCT -~ 3 EEPISIRE: & i N - 3

Purchase of treasury stock )
Purchase of forward coniract in relation to certain treasury stock
Other financing activities

Net cash flows used in financing activides -

Increase in cash and cash equivalents
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period o 3 2010 % 1271 g 311

See the Combined Nates to Consolidated Financial Statementis
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Exelon Corporation and Subsidiary Companies

Consolidated Balance Sheets

December 31,
{In mlllona) 2000 2008
Current assets
o Cashiand cash eguivalsrifs ‘$-2010° § 127
Restncted cash and Inveslme 0 75
Cuslomer " 1 .563 1.928
) Mark -to-market danvatlwa assats B 376 480
" Inventofies; net - A S ST
Fassil fuel 198 315
ek Matertals and supplies < 058 . - B3R
Dlher 209 209
“ Total currént assets o BA4Y T B1E0
Property, plant and equipment, net 27,341 25,813
Deferred debits and other assets ’ ’
Regulatory assets 4,872 5,940
. Nuciear decorimissioning trust funds . BoB8 - 5,500
Invastments . 704 670
“lnvestments in affiliates - IR T
Goodwill . . 2625 2,625
Other 859 1,144
o Tokakdafermed debits and other assets 76,398 < 7. 16,80

Total assets

$ 49,180 § 47

246

See the Combined Notes to Consolidated Financial Statements

Source: EXELON CORP, 10-K, February 05, 2010
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Exelon Corporation and Subsidiary Companles
Consolidated Balance Sheets

December 31,

(In millions)
LIABILITIES AND SHAREHOLDERS' EQUITY -~ ©° v . 0 0 17wy oy

Current liabilities
Short-term barrowings
Long-term debt due within one year
Long-term debt io PECO Energy Transition Trust due-within arig yeer *
Accounts payable
Mark-to-market derivative liabilities
Accrued expenses
Deferred income {axes
Other
Total current ligbilities
Long-term debt
Long-term debt to PECO Energy Transhion Trust’
Long-term debt to other financing trusts
Deferred credits and other liabifities |
Deferred income taxes and unamortized investment tax credits
Asset retirement obligations
Pension obligations
Non-pension postretirement benefit obligations
Spent nuclear fuel obligation
Regulatory liabilities
Mark-to-market derivative Ilabllllles
Cther .
Total deferred credits and other Ilablimes
Total liahilities c
Commitments and contingencies
Preferred securities of subsidiary T U P O S A0 L CR R
Shareholders’ equity
Common stock {No par value, 2,000 shares authorized; 56D aﬂd 658 ahares mhnd!ng &t Wﬁ’hm

: 3,31’5 B

and December 31, 2008, respectively} : - U R
Treasury stock, at cost {35 and 35 shares held at December 31 2009 and Deoember 31 2008 respectwely) (2 3z28) (2,338)
Retained eamings 888 - 88200
Accumulated other comprehensive loss, net (2,089) (2,2561)
Tolal shareholders’ equity C ST B TR T [/ I 0 T

Total liabilities and sharehalders’ equity $ 49 180 $ 47,546

Sea the Combined Notes to Consolidated Financial Statements
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Exelon Corporation and Subsidiary Companies

Consolidated Statements of Changes in Sharaholders’ Equity

(In millions, shares in thousands)
Balance, Décember 31,2006 .
Net income

Lohg-term incentive plan acﬁvﬂy

Employee stock purchase plan lssuances h o

Common stock purchases:

Common stock dividends

Adoption of accouriting for uncertam tax R

Other comprehensive loss, net of income
taxes of $(290)

Balancs, December 1; 2007

Net income ]

Long-term incentive plan activity

Employee stock purchase plan issuances

Common stock purchases ‘

Common stock dividends

Adoption of the Tair value option for financial
g;seis and liabilities, net of Inoome taxes of

36 :

Other comprehensive loss, net of income
taxes of $(354)

Balance, Pacember 31,2008

Met income

Liseig-term incentive plan activity -~ -

Comr'non stock dlwdends

v 'ithme net of income

taxes of $119
Balance, December 31 2009

Accumuiated Other Total
Issued Common Treasury Comprehensive Bharshalders'
Shares Stock Stock ) ul
: .sﬁz;Z 74 - § C838 § (B30) % )
— — — 2 736
6485 328 - . 328
254 16 — 16
— ey {1,208) . - {1,287}
— — — {1.219)
— — — (13) — (13)
— — — — 431)
‘689183 % BSTEC % (1.888) .§ 4Ry S SRR
_ — - 2737 — 2737
3452 297 _— - — M7
318 19 — — —_ 10
— 1 (500) —_ —_— (499}
—_ —_ — (1,007) & ' _ ~(1.007)
- —_ — 070 160) —
— — — = . (557) (557)
.. 692953 § 8316 $ (2308) § 6820 & . (@280 % 11047
— — - 2,707 . 2,707
1812 107 10 - o {8) T | I
- - - . (1,388) ‘ (1 333)
§4565 § 8023 § (2328) § 6134 8 G088 512840

See the Combined Notes to Consolidated Financial Statements
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Exelon Corporation and Subsidiary Companies

Consolidated Statements of Comprehensive Income

For the Years Ended
Dacginber 31,
{in millions) _ . — - 2009 2008 2007
Netl . Do " R - LA j

Other comprehensive income (loss)
Pension and non-pension postretirement benefit plans:: :
Prior service benefit reclassifled to periodic cost, net of i income taxes of $(6) $(E) and $(4),
respectively
Actuarial loss rectassified o pericdic cost, m‘l of lmometaxesof 574 552 and $57
respectively
Transition cbligation reclass/fied to periodic cost net of income taxes of $2 $2 and $2,
respectively
Pension and non-pension postretirement benefit pian vaimﬂon adjustment, et of income ‘7 g
taxes of $47, $(958) and §1, respectively .
Change in unrealized gain (loss) on cash flow hedges, net of income taxes of $(2) $563 and
$(345), respectively
Change in unrealized gain (loss) on marketable securities, net of income taxes of $3, $(8) ang
$(1), respectively

Other comprehensive (loss) income

Camprehensive income

Sea the Combined Motes io Consolidated Financial Statements
185
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Exelon Generation Company, LLC and Subsidiary Companies
Consolidated Statements of Operations

For the Years Ended
December 31,

{In mlliloﬂs] 2008
_ Operating revenues

. ‘Operating revenues from affilizies
Total operating revenues

Purchased power )
<o cFuel - S e e
Operahng and mamtenance
- ‘Operating and malitteniiice from effiiates . -
. Depreciation and amortization
.. Taxes other than incoms .~~~
Total operating expenses
Operating income '
Other iIncome and deductions
Interest expense -
Equity in earnings (losses) of investments

Total 'other income and deductions
Income from continulng operations: before Incomme taxes
|ncome taxes ‘ .
) o ilrg Operatony 1. -
Dlscontlnued operatlons
- Gal on disposal of distontinued operations (net of texes of 30, $15 end $2. raspactivaly) -
Income from dlscontlnued nperations. net

Net Incoms

See the Combined Notes to Consolidated Financial Statements
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Exelon Generation Company, LLC and Subsidiary Companies
Consolidated Statements of Cash Flows

For tha Yaars Ended
Dacontbor 31,
(in milllons) — —_— N 2008 2007
Cash flows from operating activities i : N T T

Net income
Adjusiments o reconcile net income to net cash-flows provided by operating aclivities: -
Depreciation, amortization and accretion, including nuclear fuel amoruzatlon
Impairmend of long-lived assets
Deferred income taxes and amorization of investment tax cred;ts
Net fair vatue changes related to derivatives - S
Net realized and unrealized (gains) losses on nudear decommissiohing trusi fund
investments
Other non-cash operating activities
Changes in assets and liahilities:
Accounts receivable
Receivables from and payables to affillates, net
Inventories
Accounts payable, accrued expenses and ather current I|ab|I|t|es
Optiort premiums (paid) received, net :
Caounterparty collateral received (posted), net
Income taxes
Penslon and non-pension postretirement benefit contrlbuuons
Cther assets and Rabilities oo
Net cash flows provided by operating activities
Cash flows from Investing activities :
Capital expenditures
Proceeds from nuclear decommissloning trust fumd sales
Investment in nuclear decommissioning trust funds
Proceeds from sales of investments
Changes in Exelon intercompany money pool
Change in restricted cash
Other Investing activities
Net cash flows used in investing activitles -
Cash flows from financing activities
issuance of long-term debt
Retirement of long-term debt
Distribution to member
Contribulion from member
Other financing activities
Net cash Flows used in financing actlvities

Increase {decrease) in cash and cash equivelents . -
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of perlod .

i)
a8 |

(1 977)'i
L 22905

J (23.144)'

SN A

();269}:

' @ szn

13

TR |
R -7 - et S

{1,065
. (23?3;-
57

‘ 8 o
(s} '5"\'—&1.‘3,’"""' A e S

1,135

. $ 1698 |

See the Combined Notes to Consolidated Financial Statements
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Exelon Generation Company, LLGC and Subsidiary Companies

Consolidated Balance Sheets

December 31,
{In millions) 2009 2008
ASSETS ULl o
» . Cash.and cash sguivalents ™ T <4 1088 % 1438
Restricted cash and cash equwalents 5 22
Actounis receivatie; net - - -
Cus10mar 495 673
o Other D S : M2 0 108
Mark—to-market denvatlve assels 376 480
Mark-to-market derivative ssets with affiliate SO 3020 0 0L I
Receivables from aﬁ”llates o 2977 S 277
- lnventories, nat- SRR R
~ Fossil fuel o 102 143
T Matertals and supplies. 4700 - 435
Oiher 102 102
Total current assets 3,360 3,486
Property. plant and equipment, net 9,809 8.907
Doferrad debits and other assets EETE
~Nuciear decommsssomng trustfunds 6,662 5,500
" Investments - - T
 Receivable from affiliate 1
.+ “Mark-fo-market derivative assets, - ‘a2
Mark-to-market darwatwe assets wnth affiuate N 345
* 57 ¥ Prepaid pension azset ‘ v 849
Other 201
i Total deferred deblts and ofher assels LT
Total assets $ 22406 § 20,084

See the Combined Notes to Consolidated Financial Statemants

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

168

Powered by Momingstar® Document Research S



R A AT TR R, 0 2 g ar

Table of

Exelon Generation Company, LLC and Subsidiary Companies
Consolidated Balance Sheets

Dggember 31,

{In milliong)
LIABILITIES AND EQUITY ) e L nEs
Current liabilities

Long-term debt due within one year -

Accounts payable

Mark-to-market derivative lighilities -

Accrued expenses

Payables to affiliates

Deferred income taxes

Other

Total current liabilitiss
Long-term debt
Deferred credits and other liabilities

Deferred incoms taxes and unamortized investment tax credits
Asset retirement obligations

Pension obligations

Neon-pension postretirement beneﬁt obllgatlons

Spent nuclear fuel obligation

Payables to affiliates

Mark-to-market derivative fiabilities

Other

Total deferred credits and other liabilities -

Total liahilities .
Commitments and contingencles - -~ = . B e T R A
Equity

Member's equity

Membership interest o . o

Undistributed eamings c : S S £

Accumulated cther cnmprehenswe lncame net

Total membert's equity
Noncontrolling interest o

Total equity e RS ERCEEETEE P

Total llabilities and equity

$ 22406 § 20084

Sea the Combined Notes to Consolidated Financial Statements
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Exelon Generation Company, LLC and Subsidiary Companles

Consolidated Statements of Changes in Member's Equity

Msmber’s Equity

hccgl;lulated
ar
Moembership Undistributed Comprehensive Noncontrolling Total

{nmililons) __ " : _ interest Eamings Income Interest Equi
Balsr . n i 'iﬂaa"me A e ETT G ART - 3—'—136"79 P € T ‘z PR F%-
Net Incnme — 2,029 — 2,029
Distribution tis rember - - Cu S {2,357} " {2,957
Allocation of tax beneﬁtfro member . 54 — 54
Adopﬂmufmmngfurumeﬂanlax P : o

positions © "7 e {43) (43)
Dther comprehensive loss, net of income

taxes of $(524}) — — (797) — {797)
Balanca, Decamber 31,2007 ;" - - - % 3321 % 1429 § o (4B .U 0 8 4,870
Net Income o ) - 2,278 - — 2,278
Distihutiontamember - -~ =~ . T o © (1,645) rhia LR e L E L - (1,5648)
Allocation of tax bensfil from member a6 — — — 86
Adoption of the fair value option for :

financial assels and liabilities, net of

taxss of $288 ‘ — 180
Adjustment of the adoption of accounting

for uncertain tax positions - 1
Other” 5 ,Iossnetufmcmne R :

taxes GESODE . A C L —
Balance, December 31 2008 $ 3407 3 2,323 $
Distribution to member o = (2 276)
Allocation of tax benefit from membes~ . . RS- 14 . :
Transfer af AmerGen pension and

non-pension postretirement benefit plans

tnEeron _net of income taxes of$17 L - —

; hmnetof A

:rmnetmmsof$199 SRS S ‘ o — —_
Noncontrolling interest in income of

consolidated entity — — —
Balanco, Dogtrnber31,2009: . - - § 34840 0§ 2180 - § 14S%

See the Combined Notes to Consolidated Financial Statements
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Exelon Generatlon Company, LLC and Subsidiary Companies
Consolidated Statements of Comprehensive Income

For the Years Ended
Dweamber 31,
{In millions) )
Net Income - oo T R

Other comprehensive income {loss)
Penslon and non-pension pastretirement benefit plans: - o _
Pension and non-pension postretirement bencfit plan valuation adjustment net of income taxes of $0
$(18) and $3, respeciively

5
Change in unrealized gain (Jose) on cash fiow hadges, net of incoma taxes of $199, $926 and $(526), B
respectively - (Pes)
Change in unrealized loss on marketable securities, net of income taxes of $!} $0 and $(2} respectively (1)
Other comprehensive (loss) income : , S oL e A 2 ey
Comprehensive income $2424  § 3,654 $ 1,232

See the Comhinad Notes to Consolidated Financlal Statements
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Commonwealth Edison Gompany and Subsidiary Companies

Consolidatad Btatements of QOperations

For the Years Ended
December 31,
{in milions) — — . 2008 2007
Wﬂgmm;ku" T LTOTTE T
. Operating revenues $6128  $6,09
- Dperating réveniies frorn afilates - IR A N -
Total operatlng revenues 81386 5,104
Purchased power 2,077 2,270
-« Parchased power frori affliate R 808 DT 1 4FT
Qperating and maintenance o929 895
@ iy and maintenands from affiliate .- VA A8 - 198
Operaung and maintenance for regulatory reqmred programs ... 28 —
Depréciation and amortization R " BT |7 440
Taxgs other than income 281 _298 314
Total operatiiig expenses -~ L4831 . 5489 - 0 - 5532
Oparating income 843 6&7 512
Other income and deductions : -
Interest expense o308y (32T)ﬁ , (265)
. “Interest expense to'affiliates, net IR | B {21}' O {1 )
Eqmty in Iusses of unconsolldaled afﬁllaies - (B) ) (M)
Total other income and deductions (240) o (333) (267)
Incoma befora incomo taes ' S 30 e SHSBEEN .
Incomotaxes

Ses the Combined Notes to Consolidated Financial Statements

Bource: EXELON CORP, 10-K, Fabruary 03, 2010

172

Powered by Mormingstar® Document ResearchSM



P O B RA LREEAY  L  a

Commonwealth Edison Company and Subsidiary Companies
Consolidated Statements of Cash Flows

For the Years Endad
Decamber 31,
{in millions) 2009 2008
Cash flows from operating activities . A i
Net income

Adjustments to reconcile net income to wel cath fiows provided by cperafing activitios: -
Depreciation, amortization and accretion )
Deferred income taxes and amorlization of imvestment tax oredits
Cther non-cash operating aclivities
Changes in assets and liabilities:
Accounts receivable
Inventories ‘ - -
Actounts payable, accrued expenses and other current I|ab|I|t|e5
Receivables from and payables to affilistes, net o
Income taxes
Pension and non-pension postretiremertt benefit contribitions
Other assels and liabilities
Net cash flows provided hy operating activitias
Cash flows from investing activities
Capital expenditures :
Proceeds from sales of investments
Purchases of investments
Other investing aclivities
Net cash flows used in Investing activities
Cash flows from financing activities
Changes in short-term debt
Issuance of long-term debt
Retirement of long-term debt : :
Retirement of long-term debt to financing aﬂ' Inates
Contributions from parent 2
Dividends paid an common stock
Other financing activities
Net cash flows {used in) provided by fi nanr.ing achvntles
Increase {decrease) in cash and cash equivalents ..

Cash and cash equivalents at beginning of period o o \ o 47
Cash and cash squivalents atand of peried -~ . . - S A UL R T R

See the Combined Notes to Consolidated Financial Statements
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Commonwealth Edison Company and Subsidiary Companies
Consolidated Balance Shesls

December 31,
L S S — PR
ASSEYS - T ot i s L - P AP 4 o R o A

Currant assets
- Cash and cash equivelénts .
Restrlcted cash

) Inventones net
Deferred |ncume taxes N
" Other. o R
Tcﬁal current assets

Property, plant and equipment, net

Deferred deblts and other assets
Investmems , . ‘ N o o , o .2 34
* Goodwlf - .o TR . I - Lo e TR L e T2 L 2,825
Receivable from aﬂ’lllates . B 920 1.291
‘Prapéig pension‘asset. T I Ty C
Ciher

25
1 309
11,655

See the Cembined Notes {o Consalidated Financial Statements
174

Source: EXELON CORP, 10-K, Fehruary 05, 2010 Fowared by Morningstar® Document Research™™



Table of n

Commaonwealth Edison Company and Subsidiary Companies
Consolidated Balance Sheets

December 31
2008

{In millions)
LIABILITIES AND SHAREHOLDERS' EQUITY. e BT S

Current liabilities

Short-term borrowings

Long-term debt due within cne year

Accounts payable

Accrued expenses

Payables to affiliates

Customer deposits

Mark-to-market derivative liability with affiliate

Other

Total cutrent fiabitities . . S : . 8 oo b e :

Long-term debt 4,498 4 709
Long-term debt to financing trust i : i SUME .- . 208
Deferred credits and other liabilities

Deferred income taxes and unamartized investment tax credits : o

Asset retirement obligations

Non-pension posireiirement benefits obligations

Regulatory liabilities

Mark-to-maricet derivative lability with affiliate

Other

Total deferred credits and other fiabllides = -~ - -~ =
Total liabilities
Commitments and contingencles -

2,368 -

Shareholders” equity .
Cther paid-in capital
Retained samings o
Accumulated other comprehenswe loss, net
Total shareholders’ equity

Total liabllities and shareholders’ squity ‘ o $ 20697 3 19,23? ‘

See the Combinad Notes to Consolidated Financial Stalements
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Commonwealth Edison Company and Subsidiary Companies
Consolidated Statements of Changes in Shareholders’ Equity

{In miillons)

Balance, Decembier 31,2006 .

Net income

Aliouaion of tax bensft fom parerit -« =

Appropriation of retained eamings for
future dividends

Adoption of gocounting for unceriain tax S

positions -
Other comprehensive income, net of
income taxes of $3

Balance, December 31,2007~ 7~ . .

Netincome ) o

Allovation of tax benefit from paréni .

Approprigtion of retained eamings for
fulure dividends

Adjustmant of the adoption of accounting
for uncenaln tax positions

Other comprehensive loss, net of inctome
taxes of $(4)

Bakance, Dedember 31,2008

Net income

Allscalion df i benefit from parert

Appropriation of retained eamings for
future dividends

Commion stock dividends.

Cther comprehensive i income, net of o

income taxes of $3
Balance, Décember 31, 2009 -

Retained Accumulated
DOthar (Daflcit) Refained Qther Total
Common Paidkin Ealrnllrtgsm:| N Eamll:lgfe . (:Eorr::elll\‘:n;:.\;e Shl:seholdem'
Stock Capital Una a pprop N N gg_n%
— — 165
e L8 e
— - oy 1
Swm
'§ 1588 $ 4968 % . {1,639y < § -
— — 201
— 14 § e
— — (199)
- — {2)
1,588 . 4,982 " (1,839)
—_ — 374
— 8 - .
— — @y 74
DL §0F 588§ 4,900 ee3ey 0§ 1,943 e

See the Combined Notes to Consolidated Financial Statements

Source: EXELON CORP, 10-K, February 05, 2010
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Commonwealth Edison Company and Bubsidiary Companies

Consolidated Statements of Comprehensive Income

{in millans)

Far the Years Entled
Doecember 31,

Net income
Other comprehensive income (loss) ) ) )
Change in unrealized gain on cash flow hedges, net of income taxes of $0, $0and $2,
Change in unrealized gain (loss) on marketable securities, net of income taxes of $3, ${4) and $1,
respectively

Other comprehensive income (loss)
Comprehensive income

S )
: “’f":wffmi
gttt

$ 195 "

See the Combined Notes to Consolidated Financial Statements
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PECO Energy Company and Subsldlary Companies
Consolidated Statements of Operations

For the Years Ended
December 31,

2003 2007

(in mlllions)
Operanng revenues ]
" Oparating revenues from sMillstes.
Total opera\mg fevenues

sssss . §559%
A4 1
5567 5,613

328' ' 307
'607

. Opersting and frgintenance - ¢ . BaY . 513
Operaling and maintenance from aﬂilsale o o o .90 117
. Depréciation and amortization S S . . R I RPICS - - A TR - -~ SIS - &
Taxas other than income 276 265 280
Total operating expenses ) T ' T ABTd.  4BBR. - 4,666
Operating income . 697 699 947
Other income and deductions L . S o
Interest expense : , R 0 B _(112_) (94)
* -Interest expense fo.affliates, net - o ‘ T R Ty A1) v T {(154)
Equﬂy in losses of unconsolldated affiliates ) @ (16) - 0
Total other income and deductmns (198) (224) {210)
Income before incorme takes . . - 0o T " S el LAl DT AR )
Income taxes 150
Nét Ihcomis Cw DY R - L MR
Preferred security dividends 4
Net incomieoivcommonistock 52 . - 5o 0 R R A R

experises
) Purchased power
ue

See the Combined Notes to Consolidated Financial Statements
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PECO Energy Company and Subsidiary Companies
Consolidated Statements of Cash Flows

For the Years Endad
Decamber 31,
(in millions}
Cash flows from operating activities ~ -~~~ .~ 0 7 Wi T oot el e nete
MNet income

Adjustments to reconcile net income to net cash Aows provided by operating sclvities: |
Depreciation, amortization and accretion

Deferred income taxes and amortization of investment tax credits
Other non-cash operating activities
Changes in assets and liabilities;
Accounts receivable
Invantories o
Accounts payable, accrued expenses and other eurrent Ilabllltles
Receivables from and payables to affiliates, net
Income taxes )
Pension and non-pension postretirement benefit contributions
Other assets and liabilities
Net cash flows provided by operating activities
Cash flows from invasting activities
Capital expenditures
Change in restricted cash
Other investing activiies -
Net cash flows used in investing activities
Cash flows from financing activities - . P ST
Changes in short-term debt
lssuance of iong-term debt
Retirement of leng-term debt
Retirement of long-term dabt fo PECO Energy Transition Trust .
Changes in Exelon intercompany maney pooal
- Dividends paid on common stoek
Dividends paid on preferred securitios
Repayment of receivable from parent
Contributions from parent
Other financing activities
Nst cash flows used in financing activities

Increase in cash and cash equivalents B
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of pariod. -

Sae the Combined Notes 1o Consalidated Financial Statemenis
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PECO Energy Company and Subsidlary Companies
Consolidated Balance Sheets

Decomber 31,
(In rplll!nps'}' _ - , » 2009 2008
cutrent assets

Restricted cash B
Acoounts receivalide, net:
Customer
. -~ QOther:
. Nlnventories net
2 Fossitfuel -
Materials ancl SUpplIBS
“ 7 Deferred income taxes.
Other
- Tofal current assets

Pmporty. plant and oqulpmenl net

Deferred debits and other assets
~ Regulatory assets
7 Cinvestmants R
Investments in affiliates
. Recevabié frony offfiates . -
Other

T % ¥ Vol Hefered debits and othver assets -

Total assets

1 334 2,597
oAg e s
13 39
ST TR
540 578

i~ 2;?13 o 3276
% 9,019 $ 9,169

See the Combined Notes to Consolidated Financial Statements

Source: EXELON CORP, 10-K, February 05, 2010
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PECO Energy Company and Subsidiary Companies
Consolidated Balance Shests

Decamber 31,

{In millicns)

LIABILITIES AND SHAREHOLDERS' EQUITY  ~ - . . " 00 770 o e o et s

Current Jiabilities

Short-term borrowings ' s }

tong-term debt to PECO Energy Transman Trust due \mthrn nne year . e 59

Accounts payable . S e e T

Accrued expenses

Payables to effiliates ]

Customer deposits

Other . |

Total current liabilities ) 4

Long-term debt to PECO Energy Transnlion Trust
L.ong-term debt to other financing trusts g ‘ !
Deferred credits and ather liabilitles

Beferred income taxes and unamortized Investment tax credits

Asset retirement obligations

Non-pension postretirement benefits cbligations y : T i
Regulatory liabilities ) . .
Mark-to-market derivative liabilites ' oL : : e SRR I
Mark-to-market derivative liabilities w1th afﬁllate o ) R . o
Other e 0 T T
Total deferrec credits and cther Iiablllties ) ‘
Total liabilities oL U N PR R
Commitments and contingencles o L
Preferred securities T SO T
Shareholders’ equity o o . e
Common stock S L o LA S s S
Receivakle from parent ) 3 o ) L o
Retained earnings ‘ s ST R T ACRNRY R ..
Accumulated other comprehenslve income, net ‘ [
Total shareholders’ equity o o [ B Y SR 75 .
Total Habilities and shareholders’ equity $ 9,019 $ 9,169

See the Combined Notes to Consolidated Financial Statements
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PECQO Energy Company and Subsidiary Companies
Consolidated 8tatements of Changes in Stockholdere’ Equity

Recalvable Other Total
Comman from Retained Comprehensive Shareholders’
{In millians) Stock Parent Equi

Balance, Devember 34,2006 - .~ . - - § 2223 - § (1080} S haz
Met Income — 507
Common stock dividends - -5 L -— {562)
Preferred security dwldends ‘ — {4
Repayment of recaivabls from parent o - 308
Allocation of tax benefit from parent 3 32
Adoption of &y unceraintax positions 0 —
Ot;?r)comprehenswe loss, net of income taxes of

1 J—
Balance, December3f, 2007~ -~ = . - - §- 2255 - :§ . (784)

Net Income ‘
Common stock dhvidends -~ - —
Preferred security dividends — -
Repayment of recelvable from parent f— 284
Allocation of tax benefit from parent 36 -
Oﬂg?{)mprehanshe loss,. net of income taxes of . o . 4
Balance, December 3, 2008 § 22 $ (500}
Common stock dwldends ’ — L
Praferred securly dhidénds =~ o : =
Repayment of receivable from parent — 320
Allocation of tax beriefit from: pareft S £ S
Oﬂger somprehensive loss, net of income I:axes of

(1) = =
Balancs Decetiber 31,2009 - - . 872316 . % (180) . - S 428 ULg

See the Combined Notes to Consolidated Financial Statements
182

Source' EXELON CORP, 10-K, February 05, 2010 Powered by Movingstar™ Document Research™



PECO Ensrgy Company and Subsidiary Companies
Gonsolidated Statements of Comprehensive Income

For the Years Ended
December 21,
{In millions) 2009
Net Income R ' : Lol o

Other comprehensive Joss ‘ '
Amoitization of realized loss on seftled nash flow swaps, nete.é income taxes’ of ${1), $0

and $(1), respectively SRR Y S
Change in unrealized loss on marketable sacurities, net of i |nr;orne taxes of §0, $(1) and
$0, respectively —
Other comprehensive loss ity
Comprehensive income $ 352

See the Combined Motes to Consofidated Financial Statements
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Combined Notes to Consolidated Financial Statements
(Dollars in milllons, except per share data unless otherwise noted)

1. Significant Accounting Policles (Exelon, Generation, ComEd and PECQ)
Description of Business (Exelon, Generation, ComEd and PECO)

Exslon is a ulility services holding company engaged, through its subsidiaries, in the generation and energy delivery businesses discussed
below. The generation business consists of the electric generating facilities, the wholesale energy marketing operations and compelitive retail
supply operations of Generation. The energy delivery businesses include the purchase and regulated retail sale of electricity and the provision of
fransmission and distribution services by ComEd in northern lllinois, including the City of Chicago, and by PECO in southeastern Pennaylvania,
including the City of Philadelphia, and the purchase and regulated retail aale of natural gas and the provision of distribution services by PECO in
the Pennsylvania counties surrounding the City of Philadelphia.

Basis of Presentation (Exelon, Generatlon, ComEd and PECO)

Through its business services subsidiary, BSC, Exslon pravides its subsidiaries with a variety of support services at cost, including legal,
human resources, financial, information technology and supply management services. The costs of BSC, including suppert services, are directly
charged or allocated to the applicable subsidiaries using a cast-causative allocation method. Gorporate governance type costs that cannot be
directly assigned are allocated based on a Modified Massachusetts formula, which is a methad that utitizes a combination of grass revenues, total
assets and direct labor costs for the allocation base. The results of Exelon’s corporate operations are presented as “Other” within the consolidated
financia! statements and include intercompany eliminations unless otherwise disclaosed.

Exelon owns 100% of all of its significant consalidated subsidiaries, either directly or indirectiy, except for ComEd, of which Exelon owns
more than 98%, and PECQ, of which Exelon owns 100% of the common stock but none of PECO's preferred securities. Exelon has reflected the
third-party interests in ComEd, which totaled less than $1 million at December 31, 2009 and December 31, 2008 as equity and PECO's preferred
securities as preferred securitios of subsidiaries in its consolidated financial statements.

Generation owns 100% of all of its significant consolidated subsidiaries, either directly or indirectty, except for Exelon SHC, inc., of which
Generation owns 99% and the remaining 1% Is indirectly owned by Exelon, which is eliminated in Exelon’'s consolidated financial statements.
AmerGen, a wholly owned subsidiary of Generation through January 8, 2009, owned and operated the Clinton, Three Mile Island (TMI} Unit Mo. 1
and Oyster Creek genherating stations. Effective January 8, 2009, AmerGen was merged into Generation, and Generation how holds the operating
licenses for Clinton, TMI and Oyster Creek and owns and oparates those plants.

Each of Generation’s, ComEd's and PECO's consolidated financial statements includes the accounts of thelr subsidiarles. All intercompany
transactions have been eliminated.

Certain prior year amounts in Exelon's, Generation's and ComEd's Consolidated Statements of Cash Flows, in Exelon’s and ComEd's
Consolidated Statements of Operations and in Exelon's and Generation's Consolidated Balance Sheets have been reclassified between line items
for comparative purposes. The reclassifications did not affect net income or cash flows from operating activities of the Registrants. See Nots
8—Derivative Financial Instruments far further discussion of the reclassifications to Exelon’s and Generation’s Consolidatad Balance Sheets. The
Registrants performed an evaluation
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Combined Notes to Consolidated Financial Statements—{Continued)
{Dollars in millions, except per share data untess otherwise noted)

of subsequent events for the accompanying financial statements and notes included in Part 2, ITEM 8 of this report through February 5, 2010, the
date this Report was issued, to determine whether the circumstances warranted recognition and disclosure of those events or fransactions in the
financial statements as of December 31, 2009.

Use of Estimatas (Exelon, Generation, ComEd and PECQ)

The preparation of financial staterments of each of the Registrants in conformity with GAAP requires managemsnt to make estimates and
assumptions that affect the reported amounts of assets and liabiiities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporiing period. Actuat resuls could differ from those estimates.
Areas in which significant estimates have been made inciude, but are not iimited to, the accounting for nuclear decommissioning costs and other
AROs, pension and olher postretirement benefits, inventory reserves, allowance for uncollectible accounts, gocdwill and asset impairments,
derivative instruments, fixed asset depreciation, environmental costs, taxes and unbilled energy revenues.

Accounting for the Effects of Regulation (Exelon, ComEd and PECQ)

Exelon, ComEd and PECO account for thelr regulated operations in accordance with accounting policies prescribed by the regulatory
authorities having jurisdiction, principally the IGC and the PAPUC under state public utility laws and the FERC under various Federal laws. Exelfon,
ComEd and PECO apply the authoritative guidance for accounting for cerlain types of regulation, which requires ComEd and PECO to record in
their consolidated financlal statements the effects of rate regulation for utility operations that meet the following criterla: (1) third-party regulation of
rates; {2) cost-based rates; and (3) a reasonable expectation that all costs will be recoverable from customers through rates. Exelon believes that
itis probable that its currently recorded regulatory assets and Habilities will be recovered in future rates. However, Exelon, GomEd and PECO
continue to evaluate their respective abilities to apply the authoritative guidance for accounting for certain types of regulation, including
congideration of current events in their respective regulatory and political environments. If a separable portion of ComEd’s or FECO's business
was no longer able to meet the criteria discussed above, Exelon, ComEd and PECO would be required to eliminate from their consolidated
financial statements the effects of regulation for that portion, which would have a material impact on their results of aperations and financial
positions. See Note 2—Regulatory lszues for additona! information.

Segment Information (Genaration, ComEd and PECO)

Exelon has three operating and reportable segments: Generation, ComEd and PECO. See Note zo—Segmenl Information for additional
information regarding Exelon’s segments. Generation, ComEd and PECO each represent & single reportabla segment. PECC has two aperating
segments, electric and gas delivery, which are aggregated into one reportable segment primarily due to their similar economic charactaristics and
the regulatory environments in which they operate,

Variable interast Entities (Exelon, Generation, ComEd and PECQ)

_Exelon's consolidated financial statements include the accounts of entitles in which Exelon has a contralling financial interest, other than
certain financing trusts of ComEd and PECQ, and Generation's and PECO's proporiicnate interests in jointly owned electric ullity property, after
the elimination of
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intercompany transactions. A controlling financial interest is evidenced by elther a voting interest greater than 50% or a risk and rewards model
that identifies Exelon or one of its subsidiaries as the primary heneficiary of the VIE. Invesiments and joint ventures in which Exelon deas not have
a controlling financial interest and certain financing trusts of ComEd and PECQ are accounted for under the equity or cost method of accounting.

Generation's wholesale operations include the physical delivery and marketing of power obtained through its generating capacity, and long-,
intermediate- and short-term contracts. Generation also has conlracts to purchase fuel supplies for nudear and fossil generation. These contracts
and Generation's membership in NEIL are discussed in further detail in Generation’s Note 18—Commitments and Contingencies. Generation has
evalualed these coniracts and determined that sither, it has no variable interest in an enlity, or where Generation does have a varniable intefest in
an entity, it is not the primary beneficiary and, therefore, consolidation is not required.

Several of Generation's long-term PPAs have been determined to be operating leases that have no residual value guarantees, bargain
purchase options or other provisions that would cause these operating leases to be variable interests. For contracts where Generation has a
variable interest, Generation has considered which interest holder has the power 1o direct the actlvities that most significantly impact the
economics of the VIE and thus be considered the primary beneficiary and required to consolidate the entity. The primary beneficiary must also
have exposure to significant losses or the right to receive significant benefits from the VIE. In general, the most significant activity of the VIEs Is
the operation and maintenance of the facilities providing the power to direct the entities’ activities. Faciiities represent power plants, sources of
uranium and fossil fuels, or plants used in the uranium conversion, enrichment and fabrication process. Generation does not have control over the
operation and maintenance of the fadilities considered VIEs and it does not bear operational risk of the fadlities. Furthermore, Generation has no
debt or equity investments in the entities, under the contracts Generation receives less than the majority of the output of the remaining expected
useful life of the facilities, and Generation does not provide any other financial support through liquidity arrangements, guarantees or other
commitments other than purchase commitments described in Generation's Note 18—Commitments and Contingencies. Upon consideration of
these factors, Generation does not consider it to be the primary beneficiary of these VIEs.

Generation has aggregated its contracts with VIEs into two categories, energy commitments and fuel purchase obligations, based on the
simitar risk characteristics and significance fo Generaticn. As of the balance sheet date, the carrying amount of assets and labllitles In
Generation’s Consglidated Balance Sheet that relate to its involvement with VIEs are predominately related to working capital accounts and
generally represent the amounts owed by Generation for the deliveries associated with the current billing cycle under the contracts. Further,
Generation has not provided or guaranteed any debt or equity suppart, liquidity arrangements, performance guarantess or ather commitments
assoclated with these contracts, so there is no significant potential exposure to loss as a result of s involverent with the VIEs.,

The financing trust of ComEd, ComEd Financing lll, and the financing trusts of PECO, namely PECO Trust lli, PECO Trust IV and PETT, are
not consolidated in Exelon’s, ComEd's and PECO'’s financlal statements. PETT was created for the sole purpose of Issuing debt obligations to
securitize intangible trangition property of PECO; and the other entities were created 1o issue mandatorily redeemable frust preferred securities.
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Combined Notes to Consalidated Financial Statements—(Continued)
(Dollars in millions, except per share data unless cotherwise noted)

ComEd and PECO have conduded that they do not have a variable interest in CamEd Financing tll, PECO Trust ill or PECO Trust IV as
each Registrant financed its equity interest in the financing trusts through the issuance of subordinated debt, PECO has conchaded that it is not the
primary beneficiary of PETT because investors in the trust's securlties, not PECO, bear the majority of risk of lass related to those securilies. See
further discussicon regarding the future consolidation of VIES below under New Accounting Pronouncements.

ComEd and PECO, as the sponsors of the financing trusts are obligated ta pay the operating expenses of the rusts. ComEd's and PECO's
balance sheets Include payable to affiliate amounts due to their respective financing trusts as well as investments in their respective trusts. See

Note 21—Related-Farty Transactions regarding information on the amounts recorded with respect to the financing trusts within the Consolidated
Financial Statements.

The maximum exposure to loss as a result of PECO’s involvement with PETT was $7 million at December 31, 2009 and $30 million at
December 31, 2008. PECO's maximum exposure to loss is determined based on the current cammying value of investments made in PETT. PECO
has not provided any non-contractually required financial support to PETT during the years ended December 31, 2009 and December 31, 2008,
PECO had net undistributed losses of equity method investments related to PETT of $97 miflion and $73 million at Decembar 31, 2008 and 2008,
respectively.

Revenues (Exelon, Generation, ComEd and PECO)

Operating Revenuas. Operating revenues are recorded as service is rendered or energy is delivered to customers, At the end of each
menth, the Registranis accrue an estimate for the unbilled amount of energy delivered of services provided to customners. See Note 3—Accounts
Receivable for further information,

RTOs and 150s. In RTO and 1SO markets that facilitate the dispatch of energy and energy-related products, Exelon and Generation report
sales and purchases conducted on a net hourly basis in either revenues or purchased power on Exelon’s and Generation's Cansolidated
Slatements of Operations, the classification of which depends on the net hourly activity. ComEd nets its spot market purchases against its spot
market sales on an hourly basis, with the result recorded in purchased power expense. In 2009 and 2008, ComEd recorded an immaterial amount
associaled with hours where it had net spot market sales. ComEd did not record any net spot market sales during 2007.

Option Contracts, Swaps, and Commodity Derfvatives. Certaln option confracts and swap arrangements that meei the definifion of
derivative instruments are recorded at fair value with subsequent changes in fair value recognized as revenue or expenses, unless hedge
accounting is applied. Premiums received and paid on option contracts are recognized as revenue or expensed over the terms of the contracts. If
the derivatives meet hedging criteria, changes in fair value are recorded in OCI. ComEd has not elected hedge accounting for its financial swap
contract with Generation. Since Comkd is entitled to full recovery of the costs of the financial swap contract in rates, ComEd records the fair value
of the swap as well as an offsetting regulatory asset or liability on its Consalidated Balance Sheets.

Trading Activities. Exelon and Generation account for their trading activities under the provisions of the authoritative guidance for
accounting for contracts invalved in energy trading and risk management activities, which requires revenue and snergy costs related to energy
trading contracts to
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be presented on a net basis in the income statement. Commodity derlvatives used for trading purposes are accounted for using the
mark-to-market method with unrealized gains and losses recognized in operating revenues.

Income Taxes (Exelan, Generation, ComEd and PECO)

Daferred Fedaral and state income taxes are provided on all significant temporary differences between the book basis and the tax basis of
assels and liabilities and for tax benefits carfed forward. Investment tax credits previously utilized for income tax purposes have been deferred on
the Registrants’ Consolidated Balance Sheets and are recognized in book income ever the lifa of the related property. The Ragistrants account for
uncertain income tax pesitions using a benefit recognition modsl with a two-step approach, a more-likely-than-not recognition criterion and a
measurement attribute that measures the position as the largest amount of tax benefit that is greater than 50% likely of baing realized upon
ultimate settiement, in accordance with the authoritative guidance for accounting for uncertain tax positions. If it is not more likely than not that the
benefit will be susiained on its technical merits, no benefit is recorded. Uncertain tax positions that relate only to timing of when an item ig included
on a tax return are considered to have met the recognition threshold. The Registrants recognize accrued interest related to unrecognized tax
benefits in interest axpense or interest income in other income and deductions on their Consclidated Statements of Operations.

Pursuant to the IRC and relevant state taxing authorities, Exelon and its subsidiaries file consclidated or combined income tax retums for
Federal and ceriain state jurisdictions where allowed or required. See Note 10-~Income Taxas for further information.

Taxes Directly Imposed on Revenue-Producing Transactions (Exelon, ComEd and PECO}

Exelon, ComEd and PECO present any tax assessed by a governmental authority that is directly imposed on a revenua-producing
transaction between & seller and a customer on a gross (included in revenuas and costs) basis. See Note 19—Supplemental Financial Information
for ComEd's and PECO’s utility taxes that are presented on a gross basis.

Losses on Reacquired and Retired Debt (Exelon, Generation, ComEd and PECO)

Congzigtetit with rate recovery for ralemaking purposes, ComEd’s and PECO’s recoverable losses on reacquired long-term debt related to
requiated aperations are deferred and amortized to Interest expense over the life of the new debt Issued to finance the debt redemption or over the
life of the original debt issuance if the debt is not refinanced. Losses on Exelon’s and Generalion’s reacquired debt are recognized as incurred in
the Registrants’ Consolidated Statements of Operations.

Cash and Cash Equivalents {Exelon, Generation, ComEd and PECQ)

The Registrants consider investments purchased with an original maturity of three months or less to ba cash equivalents.

Restricted Cash and Investments (Exalon, Generation, ComEd and PECQ)

As of December 31, 2009 and 2008, Exelon Corporate's restricted cash and investments primarily represented restricted funds for payment
of medical, dental, vision and long-lerm disability benefits. As of December 31, 2009 and December 31, 2008, Generation's restricted cash and
investmenis primarily
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represented restricted funds for qualifying design, engineering and construction costs related to pollution cantrol notes issued by Generation for an
emissions-control facilities project and for payment of certain environmental liabilities. As of December 31, 2009 and 2008, PECO's restricted cash
primarily represented funds from the sales of assets that were subject to PECO's mortgage indenture,

Restricted cash and Investments not available to satisfy current liabilities are classified as noncurrent assets. As of December 31, 2009 and
2008, Exelon and Generation had restricted cash and investments in the NDT funds classified as noncurrent assets. As of Dacamber 31, 2009
and 2008, ComEd had short-term investments in Rabbi trusts classified as noncurrent assets.

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

The aliowance for uncollectible accounts reflects the Repistrants’ best estimates of losses on the accounts receivable balances. The
allowance is based on accounts receivable agings, historical experiance and other currently avaiiable evidence. CamEd and PECQ cusiomers’
accounts are generally considered delinquent if the amount billed is not received by the time the next bill is issued, which normally occurs o a
monthly basis. ComEd and PECQ customers’ accounts are written off consistent with approved regulatory requirements. See Note 2—Regulatory
Issues for additional information regarding the regulatory recovery of uncollectible accounts receivable at ComEd,

Tha following table summarizes the pravision for uncollectible accounts for the years ended December 31, 2008, 2008 and 2007:

For tha Year Ended Decermnber 31,

Exelon Generation  ComEd PECO

2000 § 149 "3 L
2008 © 247 7 00N 160
2007 | - . e 182 |l AU EaEs s o T

Inventories (Exelon, Generation, ComEd and PECO)
Inventary is recorded at the lower of cost or market. Provisions are recorded for excess and obsolete Inventory.

Fossil Fuel. Fassil fuel inventory includes the weighted average costs of stored natural gas, propane, coal and oil. The costs of natural gas,
propane, coal and oil are generally included in inventory when purchased and chargsd to fuel expense when used or sokd.

Materials and Supplies. Materials and suppiies inventory generally includes the average costs of fransmission, distribution and generating
plant materials. Malerials are generally charged to inventory when purchased and expensed or capitalized to plant, as appropriate, when installed
or used.

Emission Allowances. Emission allowances are included in inventary and other deferred debits and are canied at the lower of weighted

average cost or market and charged fo fuel expense as they are used in operations. The Exslon and Generation emission allowance balances as
of December 31, 2009 and 2008 were $78 million and $80 million, respectively.

Marketable Securities (Exelon, Generation, ComEd and PECO)

All marketable securities are reported at fair value. Marketable securities hedd in the NDT funds are classified as trading securities and al
securities that are not held by the NDT funds are classified
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as available-for-sale securities. Realized and unrealized gains and losses, net of tax, on Generation’s NDT funds associated with the former
ComEd and farmer PECO nudlear generating units (Regulatory Agreement Units) are included in regulatory liabilities at Exalan, ComEd, and
PECO and in noncurrent payables to affillales at Generation and in noncurrent receivables from affiliates at ComEd and PECQ. Realized and
unrealized gains and losses, net of tax, on Generation's NDT funds associated with the former AmerGen nudear generating units and the
unregulated portions of the Peach Bottom nuclear generating units (Non-Regulatory Agreement Units) are included in eamings at Exelon and
Generation, Unrealized gains and losses, net of tax, for ComEd’s and PECO’s available-for-sale securities are reported in DCI. Any dedline in the
fair value of ComEd's and PECO’s avallable-for-sale securities below the cost basis is reviewed to determine if such decline is
other-than-temporary. If the dacline is determined to be other-than4emporary, the cost basis of the available-for-sale securities is written down to
fair value as a new cost basis and the amount of the write-down is included in earnings. See Note 7—Fair Valus of Financial Assets and Liabilitias
for further information regarding the other-than-temporary impairment recorded in the second quarter of 2008 by Exelon and ComEd related to
ComEd's Rabbi trust investments. See Nate 11—Asset Retirement Obligations for information regarding marketable securities held by NDT funds
and Note 19—Supplemental Financia! Information for additional information regarding ComEd's and PECO's regulatory assets and liabilities.

Deferred Energy Costs (Exelon, ComEd and PECD}

ComEd’s electricity and transmission costs are recoverable or refundable under ComEd’s ICC and/or FERC approved retail rates. ComEd
recovers or refunds the difference betwsen the actual cost of electricity and transmission and the amount included in rates charged to its
customers. Differences between the amounts billed to customers and the actual costs recoverable are deferred and recoversd or refunded in
future pericds by means of prospective monthly adjustments to rates.

PECO's natural gas rates are subject to a purchased gas cost adjustment clause designed to recover or refund the difference between the
actual cost of purchased gas and the amount included in rates. Differences between the amounts hilled to customers and the actual costs
recoverable are deferred and recovered or refunded in future periods by means of prospective quarterly adjustmenis to rates.

See Note 19—Supplemental Financial Information for additional information regarding deferred energy costs for Exelon, ComEd and PECO.

Leases (Exelon, Genaration, ComEd and PECO)

At the inception of a confract determined to be a lease, or as a result of a subsequent modification, the Registrants determine whether the
lease is an operating or capital lease based upon its terms and characteristics. Several of Generation's long-term PPAs, which have been
determined to be operaling leasses, have significant contingent rantal payments that are dependent on the future operaling characteristics of the
associated plants, such as plant availability. Generation récognizes contingent rental expense when it becomes probable of payment.

Property, Plant and Equipment (Exelon, Generatlon, ComEd and PECO)

Property, plant and equipment is recorded at eriginal cost. Original cost includes labor and materials, construction overhead, when

appropriate, capitalized interest and AFUDC, for regulated
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property at ComEd and PECO. The cost of repalrs and maintenance, including planned major malntenance activities and minor replacements of
property, Is charged to maintenance expense as incurred.

For Generation, upon retirement, the cost of property is charged to accumulaled depreciation in accondance with the composite method of
depraciation. Upon replacement of an asset, the costs o remove the asset, net of salvage, is capitalized when incurmed to gross plant as part cost
of ihe newly installed asset and recorded to depreciation expense over the life of the new asset. Removal costs and salvage incurred for property
thal will not be replaced is charged lo expense as incurmed.

For ComEd and PECO, upen retirement, the cost of property, net of salvage, is charged to accumulaied depreciation in accordance with the
composite method of depriciation. ComEd’s depreciation expense includes the estimated cost of dismantling ard removing plant from service
upon retirement as these costs, as weil as depreciation expense, are included in cost of service for rate-rmaking purposes, ComEd's removal costs
reduce the related regulatory liability. PECO’s removal costs are capitalized to accumulated deprediation when incurred and recorded to
depraciation expense over the life of the new asset constructed consistent with PECQ's regulatory recovery method,

See Note 4—Property, Plant and Equipment, Note 5—Jointly Owned Electric Utility Plant and Note 19—Supplemental Fi-.andalrlnfun'nation
for additional information regarding property, plant ang equipment.

Nuglear Fuel (Exelon and Generatlon}

The cost of nuclear fuel is capitalized and charged to fuel expense using the unit-of-production method. The estimated cost of disposal of
SNF Is established per the Standard Waste Contract with the DOE and is expensed through fuel expense at one milf {$.001) per kWh of net
nuclear generation. On-site SNF sforage costs are capitalized or expensed as Incurred based upon the nature of the work performed. A portion of
the storage costs are being reimbursed by the DOE since a DOE (or government owned) long-term storage facility has not been completed. See
Note 12—Spent Nuclear Fuel Obligation for additional infarmation.

Nuclear Outage Costs (Exelon and Generation)
Costs associated wilth nuclear outages, including planned major maintenance activities, are recorded in the périod incurred.

New Site Develepment Costs (Exelon and Generation)

New site development costs represent the costs incurred in the assessment, design and construction of new power ganeratinig stations.
Such cosis are capitalized when management considers project compietion io be likely, primarily based on management's detemminaiion that the
project is economically and operationally feasible, management and the Board of Directors have approved the project and have committed o a
plan to develop it, and Exelon and Generation have received the required regulatory approvals or management believes the receipt of required
regulatory approvals is probable. Through the year ended December 31, 2009, there have been no significant costs capitalized ralated to new site
development; however, approximately $23 million, $26 million and $48 million of costs ware expensed by Generation for the years ended
December 31, 200¢, 2008 and 2007, respectively, related to the possible construciion of a new nuclear plant in Texas.
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Capitalized Software Costs (Exelon, Generation, ComEd and PECQO})

Costs incurred during the application development stage of software projects thal are developed or obtained for internal use are capitalized.
Such capitalized amecunts are amortized ratably over the expecled lives of the projects when they become operational, generally not to exceed five
years. Certain other capitalized software costs are being amortized aver longer lives, pursuant to regulatory approval or requirement, The following
table presents net unamortized capitalized software costs and amortization of capitalized software costs by year:

Nst unarqnﬂiud sonwatte_'mts — : : - Exelon Generation ComEd PECO
December 34,2000 © - ol o S i TR - R
December 31, 2008 259 45 106 55
Armrlhntion of ;agiali;ed software gosts ComEd PECD
2008 ) 29 13

Depreciation and Amortization (Exelon, Generatlon, GomEd and PECO)

Except for the amortization of nuclear fuel, depreciation is generally recorded over the estimated service lives of propenty, plant and
equipment on a straight-line basis using the composite method. GomEd's deprediation includes a provision for estimated removal costs as
authorized by the ICC. The esiimated service lives for ComEd and PECO are primarily based on the average service lives from the most recent
depraciation study for each respective company. The estimated service lives of the nuclear-fuel generating fadilities are based an the remaining
useful lives of the stations, which assume a 20-year license renewal extension of the operating licenses (to the extent that such renewal has not
yet been granted) for all of Generation's operating nuclear generating stations. The estimated service lives of the fossil fuel generating facilities are
based on the remaining useful lives of the stations, which Generation periodically evaluates based on feasibility assessments as well as economic
and capital requiraments. The estimated service lives of the hydrosleciric generating facilities are based on the remaining useful lives of the
stations, which assume a license renewal extension of the operating licenses. See Note 4—Property, Plant and Equipment for further Information
regarding depreciation.

Amortization of regulatory assets is provided over the recovery periad specified in the related legislation or regulatory agreement. See Note
18—Supplemental Financial Information for additional information regarding Generation's nuclear fuel, Generation's ARC and the amortization of
ComEd's and PECO's regulalory agsets,

Asset Retirement Obligations (Exelon, Generatlion, ComEd and PECO)

The authoritative guidance for accounting for AROs requires the recognition of a liability for a legal obtigation to perform an asset retirement
activity in which the timing and/or methad of settlement is conditional on a future event. To estimate its decommissianing obligation related to its
nuclear generating stations, Generation uses a probability-weighted, discounted cash flow model which, on a unit-by-unit basis, considers multiple
outcome scenarios based upon significant estimates and assumptions, including decommissioning cost studies, cost escalation studies.
probabilistic cash flow models and discount rates. Decommissioning cost studies are updated, on a rotational basis, for each of Ganeration’s
nuclear units at keast every five years. Generation generally updates its ARO annually
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based on its review of updated cost studies and its annual evaluation of cost escalation faclors and probabilities assigned to various scenarios.
The liabilities associaled with Exelon's non-nuclear AROs are adjusted on an ongoing basis due fo the passage of new laws and regulations and
revisions to either the timing or amount of estimates of undiscounted cash flows and estimates of cost sscalation factors. AROs are accreted each
year to reflect the time value of money for thege present value obligations through a charge to operating and maintenance expense in the
Consclidated Staterments of Operations or, in the case of the majority of ComEd's and PECO's accretion, through an increase 1o regulatory
assets. See Note 11—Asset Retirement Obligations for additional information.

Capitalized Interest and AFUDC {Exelon, Generation, ComEd and PECD)

Exelan and Generation capitalize the costs of debt funds during construction used to finance non-regulated construction projects.

Exelon, ComEd and PECC apply the authoritative guidance for accounting for certain types of reguiation to calculate AFUDC, which is the
cost, during the period of construction, of debt and equity funds used to finance construction projects for regulated operations. AFUDC is recorded
as a charge to construction waork in progress and as a non-cash credit to AFUDC that is included In Interest expense for debt-related funds and

other income and deductions for equity-related funds. The rates used for capitalizing AFUDC are computed under a method prescribed by
regulatory authorities.

The following table summarizes total cost incurmed, capitalized interast and credits of AFUDC by year:

Exelon
2008 Total incurred interest ® - S8
Capitalized interest : 50
Credits to AFUDC debt and equlity o - . ‘ 44
2008 Total incurred interest ® $ 867
Capitalized interest . S S L N A
Credits to AFUDC debi and equity 9
2007 Total incurred interest @ L S CeoBoET %
Capitalized interest 20
Credits o AFUDC debtandequity = -~~~ . =~ . g

{a) Includes interest expense to affiliates.

Guarantees (Exelon, Generation, ComEd and PECO)

The Registrants recognize, at the inception of a guarantee, a ilabllity for the fair market value of the obligations they have undertaken in
issuing the guarantes, indluding the ongeing obligation to perfarm over the term of the guaraniee in the event that the specified triggering events
or conditions ocour.

The liability that is initially recognized ai the inception of the guarantee Is reduced as the Registrants are released from risk under the
guarantee. Depending on the nature of the guaraniee, the release from risk of the Registrant may be recognized only upon the expiration or

settiement of the guarantee or by a systematic and rational amortization method gver the lerm of the guarantee. See Note 18—Commitments and
Contingencies for additional information.
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Asset impairments (Exelon, Generation, ComEd and PECO)

L ong-Lived Assets. Exelon, Generation, ComEd, and PECO evaluate the carrying value of their long-lived assets, excluding goodwill, when
circumstances indicate the carrying value of those assets may not be recoverable. Conditfons that could have an adverse impact on the cash
flows and fair value of the fang-lived assets are deteriorating business climate, including current energy and market conditions, condition of the
asset, specific regulatory disallowance or plans to dispose of a long-ived asset significantly before the end of its useful life. The review of
long-lived assets for impairment requires significant assumptions about operating strategies and estimates of future cash fiows, which require
assessments of current and prejected market conditions. For the generation business, forecasting future cash flows requires assumptions
regarding forecasted commodity prices for the sale of power, costs of fuel and the expected operations of assets. A variation In the assumptions
used cauld lead to a different conclusion regarding the realizability of an asset and, thus, could have a significant effect on the consolidated
financial statements. An impairment evaluation is based on an undiscounted cash flow analysis at the lowest level at which cash flows of the
long-lived assets are largely independent of other groups of assets and lisbilittes. For the generation business, the lowest level 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 lowest level of independent cash flows is determined by evaluation of several factors including
the ratemaking jurisdiction in which they operate and the type of service or commaodity. For ComEd the lowest level of independent cash flows is
transmission and distribution and for PECO, the lowest level of indepsndent cash flows is transmission, distribution and gas. Impairment may
oceur when the carrying value of the asset or asset group exceeds the future undiscounted cash fiows. When the undiscounted cash flow analysis
indicates a long-lived asset or asset group is not recoverable, the amount of the impairment loss is determined by measuring the excess of the
carrying amount of the long-lived asset or asset group over its fair value. An impairment would require the affiected Registrant to reduce both the
long-lived asset and current period earnings by the amount of the impairment. See Note 4—Property, Plant and Equipment for a discussion of
asset impaimment evaluations made by Generation,

Exelon holds certain investments in direct financing leases. Exelon detenmines the investment in direct financing leases by incorporating an
estimate of the residual values of the leased assets. On an annual basis, Exelon reviews the estimated residual values of these leased assets to
determine if the current estimate of their residual value is lower than the one used at the start of the lease. In determining the estimate of the
residual value the expectation of future market conditions, including commaodity prices, is considersd. If the estimated residual value is lower than
at tha start of the lease and the decline is considered to be other than temporary, a loss will be recognized with a correspanding reduction to the
carrying amount of the investment. To dale, no such losses have been racognized.

Goodwill. Goodwill represents the excess of the purchase price paid over the estimated fair value of the assels acquired and labilities
assumed in the aequisition of a business. Goodwill is not amortized, but is tested far impairment at least annually or on an interim basis if an event
ocours or circumstances change that could reduce the fair value of a reporting unit belaw its carrying value. See Note 6—Intangible Assets for
additional information regarding Exelon’s and ComEd's goodwill.

Derivative Financlal Instruments (Exelon, Generation, ComEd and PECO]

All derivatives are recognized on the balance sheet at their fair valus unless thay qualify for certain exceptions, including the narmal

purchases and normal sales exception. Additionally, derivatives that
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qualify and are dssignated for hedge accounting are classifiad as eithar hadges of the fair value of a recognized asset or liability or af an
unrecognized firm cammitment {fair value hedge) ar hadges of a farecasted transaction or the variability of cash flows to be received or paid
related to a recognized asset or liability (cash flow hedge). For fair value hedges, changes in fair values for both tha derivative and the undetying
hedged exposure are recognized in earnings each penod. For cash flow hedges, the portion of the derfivative gain or loss that is eflective in
offsetting the change in the cost or value of the underlying exposure is deferred in accumulated OC! and later reclassifiad into eamings when the
underlying transaction accurs, Gains and losses from the ineffective portion of any hedge are recognized in eamings immadiately. For other
derivative contracts that do not qualify or are not designated for hedge accounting, changes in the fair value of the derivatives are recognized in
earnings each period. For energy-related derivatives entered into for proprietary trading purposes, which are subject to Exelon's Risk Management
Palicy, changes in the fair value of the derivatives are recognized in earnings each period. Amounts classified in earnings are included in revenue,
purchased pawer and fuel, or other, net on the Consoclidated Statements of Operations. Cash inflows and outflows related to derivative

instruments are included as a componegnt of operating, investing or finencing cash flows in the Consalidated Statement of Cash Flows, depending
on the underlying nature of the Registrants’ hedged items.

Revenues and expenses on contracts that qualify, and are designated, as normal purchases and normal sales are recognized when the
underlying physical transaction s completed. While these coniracts are considered derivative financial instruments, they are not required to be
recorded at fair value, but on an accrual basis of accounting, Normal purchases and normal sales are contracts where physical delivery is
probable, quantities are expected to be used or sold in the nomal course of business over a reasonable period of tme and price is rot tied to an
unrelated underlying derivative. As part of Generation’s energy marketing business, Generation enters into contracts to buy and sefl energy to
meel the requirements of its customers. These contracts include short-term and long-term commitments to purchase and sell energy and
enargy-related products in the retail and wholesale markets with the intent and ability to deliver or take delivery. If it were determined that a
transaction designated as a normal purchase or a normal sale no longer met the exceptions, the falr value of the related contract would be

recarded on the balance sheet and Immediately recognized through eamings at Generation or offset by a regulatory asset or liability ai ComEd
and PECO. See Note 8—Derivative Financial (nstruments for additional informatian.

Retirament Benefits (Exelon, Generation, ComEd and PECO)

Exelon’s defined banefit pension plans and postretirement benefit plans are accounted for and disclosed in ascordance with applicable
authoritative guidance, Generation, ComEd and PECO participate in Exelon’s defined benefit pension plans and pastretirement plans. AmerGen
sponsored a separate defined benefit pension plan and postretiremant plan for ks employees until the merger of AmerGen into Generation an
January 8, 2009. Exelon became the sponsor of those plans at that date.

The measurement of the plan obligations and costs of providing benefits under these plans involve various factars, Induding numerous
assumptions and accounting elections, The assumptions are reviewed annually and at any interim remeasurement of the plan obligations. The
impact of assumption changes on pension and other postretirement benefit obligations is generally recognized over the expecied average
remaining service period of the employees rather than immediately recognized in the income siatement.
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Exelan calculates the expected return on pension and other postretirement benefit plan assets by muitiplying the ERQA by the MRV of plan
assets at the beginning of the year, taking into consideration anticipated contributions and benefit payments to be made during the year. In
determining MRV, the authoritative guidance for pensions and postratirement benefits allows the use of elther fair value or a calculated value that
recognizes changes in fair value in a systematic and rational manner over not more than five years. For pension plan assets, Exelon uses a
calculated 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 expecled asset retuns to be recognized as a component of pension cost from year to year. For other postretirement benefit
plan assets, Exelon uses fair value to calculate the MRV. See Note 13—Retirement Benefits for addifionat discussion of Exelon’s accounting for
retirement benefits.

Treasury Stock (Exelon}
Treasury shares are recorded at cost. Any shares of common stock repurchased are held as treasury shares unless cancelled or reissued.

New Accounting Pronouncements (Exelon, Generation, ComEd and PECQ)

Exelon has identified the following new accounting pronouncements that have been recently adopted or issued that may affect the
Registrants upon adoption. '

Noncontrolling interests In Consolidated Financial Statemenis

In December 2007 (and clarified in January 2010}, the FASB issued authoritative guidance clarifying that a noncontrolling interestin a
subsidiary is an ownership inlerest in the consolidated entity that should be reported as equity in the consolidated financial statements. With
certain exceptions, this guidance requires that a change in a parent's ownership interest in a subsldiary be reporied as an equity transaction in the
consolidated financial statements when it does not result In a change in controf of the subsidiary. When a change in & parent's ownership interest
results in deconsolidation, a gain or [oss should be recognized in the consolidated financial statements. This guidance was applied prospectively
as of January 1, 2009, except for the presentation and disclosure requirements, which were applied retrospectively for all periods presented.

The adoption had no Impact on Exelon’s consolldated financlal statements. Generation reclassified its noncontrblllhg interest of a
consolidated subsidiary from mezzanine equity to equity in its Consolidated Balance Sheets and Statements of Changes in Member’s Equity for all
periods presented. The noncontroliing Interest is eliminated in Exelon's consclidated financlal statements as it Is owned by Exelon.

PECQ reclassified preferred securities from shareholders’ equity to mezzanine equity within its Consolidated Balance Sheets for all periods
presented and separately reflects its preferrad security dividends on its Statement of Operations. On Exelon's Consolidated Statements of
Operations and Comprehensive Income, the dividends on PECQ’s preferred securities are included in interest expense and have not been
reflected separately as the amounts are not considerad significant.

Derivative Instrument and Hedging Activity Disclosures

In March 2008, the FASB amended and expanded the disclosure requirements related to derivative instruments and hedging activitles by

requiring enhanced disclosures about how and why an
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entity uses derivative instruments, how an entity accounts for derivative instruments and related hedged items and how derivative instruments and
related hedged items affect an entity's financial positian, financial performance and cash flows. The revised guidance requires qualitative
disclosures about objectives and strategies for using derivatives, quantitative disclosures about fair value amounts of and gains and losses on
derivative instruments and disclosures about credit-risk-relatad contingent features in derivative agreements. This guidance was effective for the
Registrants as of January 1, 2009, Since this guidance provides only disclosure requirements, the adoption of this standard did not Impact the
Registrants’ results of operations, cash flows ar financial positions. Sea Note 8—Derivative Financial Instrumenis for further information.

Pension and Other Postretirement Benefit Plan Asset Disclosures

In December 2008, the FASE issusd authoritative guidance requiring additional disclosures for employers’ pension and other postretirement
benefit plan assets. This guidance requires employers to disclose information about fair value measurements of plan assets, the investment
policies and strategies for the majer categories of plan assets, and significant concentrations of risk within plan assets. This guidance became
effective for the Registrants as of December 31, 2008. As this guidance provides only disclosure requirements, the-adoption of this standard did
not impact the Registranis’ results of operations, cash flows or financial positions. See Note 13—Refirement Benefits for further information.

Fair Vafue Measurements

The FASB's fair value measurement and disclosure guidance for all nonrecurring fair value measurements of nonfinancial assets and
liabilities became effective for the Registrants as of January 1, 2009. See Note 7—Fair Value of Financial Assels and Liabilities for further
informatian,

in April 2009, the FASB issued autharitative guidance clerifying that fair value is defined as the prica that would be received to sell an asset
or paid to transfer 2 tiability in an ordety transaction between market participants under current market conditions. This new guidance raguires an
evaluation of whether there has been a significant decrease in the volume and level of aclivity for the asset or liability in refation ta normal market
activity for the asset or liability. If there has, transactions or quoted prices may not be indicative of fair value and an adjustrnent may need to be
made to those prices to estimate fair value. Additionally, an entity must consider whether the observed transaction was orderly (i.e. not distressed
or forged). If the transaction was orderly, the obtained price can be cansidered a relevant observable irput for determining fair value. If the
transaction is not orderly, other valuation techniques must be used when estimating fair value. This guidance was adopted for the pariod ending
June 30, 2009. The adoption of this guidance did not have a material impact to the Registrants’ results of operations, cash flows or financial
positions.

in August 2009, the FASB issued authoritative guidance clarifying the measurement of the fair value of a fiabifity in circumstances when a
quoted price in an active market for an identicat liability is not available. The guidance emphasizes thal entities should maximize the use of
ohservabie inputs in the absence of quoted prices when measuring the fair value of liabilities. This guidance became effective for the Registrants
as of October 1, 2008 and did not have a material impact on the Registrants’ results of operations, cash flows or financial positions.

197

Source; EXELON CORP, 10-K, February 05, 2010 Powered by Momingstar* Document Research®



Table of Contents
Combined Notes to Consolidated Financial $Statements—{Continued)
(Dollars in millions, except per share data unless otherwise noted)

In September 2008, the FASB issued authoritative guidance that provides further clarification for measuring the fair value of investments in
antities that meet the FASB's definition of an investment company. This guidance permits a company to estimate the fair value of an investment
using the NAV per share of the investment i the NAY is determined in accordance with the FASB's guidance for invesiment companies as of the
ompany's measurement date_ This creates a practical expedient to determining a fair vaiue eslimate and allows certain altributas of the
investment {such as redemption resfrictions) fo not be considered in measuring fair value. Additionally, campanies with invesiments within the
scope of this guidance must disclose additional information related to the nature and risks of the investments. This guidance became effective for
the Registrants as of December 31, 2009 and is required to be applied praspectively. Exefon's pansion and cther postretirement benefit plan
assets and Generation's NDT fund investments contain certain investments, including aliernative investiments and commingled funds, which are
within the scope of this guidance. As a result of the issuance of this guidance, Exelon and Generation reclassified investments in NDT commingled
furws from Level 3 in the fair value hierarchy to Level 2 in the fair value hierarchy. However, as the fair value of these investments was already
determined based on NAVs per fund share, this guidance did not have a material impact on the Regisirants’ results of operations, cash flows or
financial positions. See Note 13—Retirement Benefits and Note 7—Fair Value of Financial Asseis and Liabilities for further information.

Fair Value of Financial Instruments Disclosures

In April 2008, the FASB issued revised authoritative guidance requiring disclosures about fair value of financial instruments, cumently
provided annually, to.be included in interim financial statements. This guidance was adopted by the Registrants for the period ended June 30,
2009. Since this guidance provides anly disclosure requirements, the adoption of this standard did not impact the Registrants’ results of
operations, cash flaws or financial positions. See Note 7—Fair Value of Financial Assets and Liahbilities for further information.

Recognition and Preseniation of Other-Than-Temparary Impairments

In April 2008, the FASB amended authoritative guidance related to accounting for certain investments in debt and equity securities and
accaounting for certain investments held by not-for-profit organizations. This ravised guidance establishes a new method of recognizing and
repotting other-than-temporary impairments of debt securities. Ifit is more likely than not that an impaired debt security will be sold before the
recovery of its cost basis, either dug to the investor’s intent to sell or bacause it will be raquired to sell the sacurity, the entire impaimment is
recognized in earnings. Otherwise, only the portion of the impaired debt security related to estimated credit losses is recognized in earnings, while
the remainder of the impairment is recorded in GCI and recognized over the remaining lif2 of the debt security. In addilion, the guidance expands
the presentation and disclosure requirements for other- than-temporary impairments for both debt and equity sacurities. This guidance was
adopted for the period ended June 30, 2008 and did not have a material impact on the Regisirants' results of operations, cash flows or financial
positions. See Mote 7—Fair Value of Financial Assets and Liabilities for further information.

Subsequent Events

In May 2009, the FASB issued authoritative guidance which incorporates the principles and accounting guidance for recognizing and
disclosing subsequent events that originated as auditing standards into the body of authoritative literature issued by the FASB and prescribes
disclosures
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regarding the date through which subsequent evenls have been evaluated. The Registrants are required to evaluate subsaquent events through
the date the financial statements are issued. This guidance was effeclive far the Registrants for the period ended June 30, 2009. Since this
guidance is not intended to significantly change the current practice of reporting subsequent events, it did not have an impact on the Registrants’
results of operations, cash flows or financial positions.

Transfers of Financial Assels

In June 2009, the FASB issuad authoritative guidance amending the accounting for the transfers of financial assets. Kay provisions include
{i) the removal of the concept of qualifying special purpose entitles, (i) the imroduction of the concept of a participating interest, in circumstances
in which a pertion of a financial asset has been transferred and (jii) the requirerent that to qualify for sale accounting, the transferor must evaluate
whether it maintains efiective contral over transferrad financlal assets either directly or indirectly. Furthermore, this guidance requires enhanced
disclosures aboul transfers of financial assets and a trensferor's continuing involvement. This guidance is effective for the Regisiranta heginning
January 1, 2010 and is required o be applied prospectively, Currently, PECO's agreement refated to the sale of accounts receivabie is accounted
for as a sale. Under the new guidance, this agreement wiil be accounted for as a secured borrowing. As a result, beginning in the first quarter of

2010, the transferred accounts receivable of $225 million under this agreement will be recorded on PECO’s balance sheet with an offsetting
short-term note payable of $225 million.

Consolfdation of Variable Interest Entities

In June 2009, the FASB issued authoritative guidance to amend the manner in which entities evaluate whether consolidation is required for
ViEs. The model for determining which enferprise has a controlling financial Interest and is the primary beneficiary of a VIiE has changed
significantly under the new guidance. Previously, variable interest holders had to determine whether they had a cortralling financial interest in a
VIE based on a quantitative analysis of the expecied gains and/or losses of the entity. in contrast, the new guidamce requires an enterprise with a
variable Interest in a VIE 1o qualitatively assess whether it has a controlling financial interest in the entity, and if so, whether it is the primary
beneficiary. Furthermore, this guidance requires that companies continually evaluate VIEs for consolidation rather than assessing based upon the
occurrence of trignering events. This revised guidance also requires enhanced disclosures about how a company’s involverment with a VIE affects
its financial statements and exposure to risks. This guidance became effective for the Registrants on January 1, 2010. As a result of the issuance
of this new guidance, PECO consolidated PETT effective January 1, 2010. The consolidation of PETT had no impaci on PECO’s results of
operations. As of January 1, 2010, Exelon's and PECO's Consolidated Balance Sheets reflect PETT's restricted cash of $413 million and $805
milllon for PETT s long-term debt due fo bondhaolders, PECQO's investment in PETT and long-term debt to PETT was eliminated in congotidation.
The new guidance had no effect on ComEd. Generation does net anticipate a significant impact from the adoption of this accounting standard;
however, due to evaolving interpretations of this guidance, Generation has not fully completed its assessment.

Accounting Standards CodHication

In June 2008, the FASB issued autherilative guidance which replaced the previous hierarchy of GAAP and establishes the FASB
Cadification as the single source of autharitative GAAP recognized by the FASB to be applied by nongovernmental entities. SEC rules and
interpretive releases are also
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sources of authoritative GAAP for SEC registrants. This guidance modifies the GAAP hierarchy to include only two levels of GAAP: authoritative
and nonauthoritative. This guidance was effective for the Registrants as of September 30, 2009, The adoption of this guidance did not impact the
Regisirants’ results of operations, cash flows or financial positions since the FASB Codification is not intended 1o change or alter existing GAAP.

Revenue Arrangements with Multiple Dellverables

In Qctober 2009, the FASE issued authoritative guidance that amends existing guidance for identifying separate dellverables in a
revenue-generating transaction where multiple deliverables exist, and provides guidance for allocating and recognizing revenue based on thogse
separate deliverables. The guidance is expected to result in more multiple-deliverable arrangements being separable than under current guldance.
This guidance is effective for the Registrants beginning on January 1, 2011 and is required to be applied prospectively to new or significantly
madified revenue arangements. The Registrants are currently assessing the impacts this guidance may have on their consolidated financial
statements.

Fair Value Maasurements Disclosures

In January 2010, the FASB issued authoritative guidance intended to improve disclosures about fair value measurements. The guidance
requires entities to disclose significant transfers in and out of fair value hierarchy levels and the reasons for the transfers and to present
information about purchases, sales, issuances and settlements separately in the reconciliation of fair value measurements using significant
unobservable inpuls (Level 3). Additionally, the guidance clarifies that a reporting entity should provide fair value measuremeants for each class of
assets and liabilities and disclose the inputs and valuation technigues used for fair value measurements using significant other abservable inputs
(Level 2) and significant unobservable inputs (Level 3). This guldance s effective for interim and annual periods beginning after December 15,
2009 except for the disclosures about purchases, sales, issuances and settlements in the Level 2 reconcitiation, which will be effective for interim
and annual periods beginning after December 15, 201D. As this guldance provides only disclosure requirements, the adoption of this standard will
not impact the Registrants’ results of operations, cash flows or financial positions.

2. Regulatory Issues (Exelon, Generation, ComEd and PECO)

Hllinois Settlement Agreement (Exefon, Generation and ComEd). In July 2007, following extensive discussions with legislative leaders in
{llinois, ComEd, Generaticn and other utilities and generators in lllinois reached an agreement (lllinois Settlement)} with various parties conduding
discussions of measures to address concerng about higher electric bills in lllingis without rate freeze, generation tax or other legislation that Exelen
believes would be hamful to consumers of electricity, electric utilities, generators of electricity and the State of Hlinois. Legistation reflecting the
Wincis Setlement {linois Settiement Legisiation) was signed into law in August 2007. The lllincis Settiernent and the iliincis Sefilermnent Legisiation
provide for the following, among other things:

Rate Refief Programs
+  Various lllinois electric utilities, their affiliates and generators of electricity in Ninois agreed to contribute approximately $1 billion over a
period of four years {2007-2010) to programs fo provide rate relief to lllinois electricity customers and funding for the IPA created by the

lllinois
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Settlement Legislation. ComEd committed ta issue $64 million in rate relief credits to customers or to fund various programs to assist
customers. Generation committed to contribute an aggregate of $747 million, consisting of $435 million to pay ComEd for rate relief
programs for ComEd customers, $307.5 million for rate relief programs for customers of other Hiinols utilities and $4.5 million for partially
funding operations of the IPA. The contributions are recagnized in the financial statements of Generation and ComEd as rate rellef
credits are applled to customer bills by ComEd and other lllinois utilities or as aperating expenses associated with the programs are
incurred.

During the years ended December 31, 2008, 2008 and 2007, Generation and ComEd recognized net costs from their contributions
pursuant to the lllinois Seitlement in their Consolidated Statements of Operations as follows:

Total Credits Issuad

Yeoar Ended Dacember 31, 2008 Qeneration to ComEd Customers
Credits to ComEd customers ™ ' '(;"' oo A e e e A
Credits to other lllinois utiliﬂgs’ customers ‘ 53 nfa
Other rate refief programs o s T L e
Total incurred costs $ 98 3 53
Total Cradits Issued
Year Ended Dacember 31, 2008 Ganaration ComEd . te ComEd Customers
Credits to ComEd customers ™ W S §F R e O angT T
Credits to other linois utiliﬁss’ customers %0 nfa
Other rate reliof programs : K ' Dot e R ¥ 0
Total incurred costs $ 221 $ 13 % 137
Total Credits issued
Year Ended December 31, 2007 — —_ Ganeration ComEd 1o ComEd Customnars
Credits to ComEd customers & ' e T o O - IR I

Credits to ather lWinois uifigs’ customers

Other rate relief proa;‘ams
Funding of the IPA

Total Incurred costs

(8) Recorded as a reduclion in aperating revenues

(b) Recorded as a charge to operaling and mainienance expanse

As of December 31, 2009, Generation's remaining costs to be recognized related to the rate relief commitment are $20 milfion, consisting of
$13 million related to programs for ComEd customers and $7 million for programs for customers of other Illinais utilities. ComEd's remaining costs
to be recognized related to the rate relief commitment are $1 million as of December 31, 2009,

Energy Efficiency and Renewable Energy

+  Electric utilities in lllinois are required to include cost-effective energy efficiency rasources in-their plans to meet an incremental annual
program energy savings requirement of 0.2% of enargy delivered to retail customers for the year ended June 1, 2009, which increases
annually to 2% of energy delivered in the year commencing June 1, 2015 and each year thereafier.
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Additionally, during the ten year period that began June 1, 2008, electric utilities must implement cost-affective demand response
measures to reduce peak demand by 0.1% aver the prior year for eligible retail customers. The energy efficiency and demand response
goals are subject to rate impact caps each year. Utilities are allowed recovery of costs for energy efficlency and demand response
programs, subject to approval by the ICC. In February 2008, the ICC issued an order approving substantially alf of ComEd's Energy
Efficiency and Demand Response Plan, including cost recovery. This plan began in June 2008 and is designed to meet the lllincis
Settliement Legislation’s energy efficiancy and demand response goals for an initial three-year periad, including reductions in delivered
energy to all retail customers and in the peak demand of eligible retaill customers. During the years ended December 31, 2009 and
2008, expenses related 1o energy efficiency and demand response programs consisted of $59 million and $25 million, respectively,

*  Since June 1, 2008, utiliies have been required to pracure cost-effective renewable energy resources in amounts that equal or excesd
2% of the total slectricity that each electric ufility supplies to its eligible retail customers. ComEd is also required to acquire amounts of
renswable energy resources that will cumulatively increase this percentage to at least 10% by June 1, 2015, with an ultimate target of at
least 25% by June 1, 2025, subject to customer rate cap limitations. All goals are subject to rate impact criteria set forth in the lllinois
Settlement Legislation. Under a May 2008 ICC-approved RFP, ComEd procured RECS for the period June 2008 through May 2009. On
May 13, 2009, the ICC approved the rasults of an RFF to procure RECs for the period June 2009 through May 2010. ComEd currently
refires all RECs immediately upon purchase. Since June 2008, ComEd racovars procuremant costs of RECs through rates. See Note
18—Commitments and Contingancies for further information regarding ComEd’s procurement of RECs.

Hlinais Procurement Proceedings (Exelon, Generation and ComEd). ComEd is permitted to recover its elacticity procurerment costs
from retail 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. For the period from June 2008 ta May 2009, the ICC
approved an interim procurement plan under which ComEd procured energy to meet its load service requirements through an RFP for standard
whaolesale products, existing 8FC and spot market purchases hedged by a five-year variable 1o fired financial swap contract with Generation,

Beginning in June 2008, under the lllincis Setlement Legislation, the IPA designs, and the ICC approves, an electricity supply portfolio for
ComEd and administars a competitive process under which ComEd procures its elediricity supply. On January 7, 2008, the ICC approved the
IPA's plan for procurement of ComEd'’s expected energy requirements from June 2009 through May 2010, which includes approximately 38% of
ComEd's expected energy requiremants purchased through the spot market and hedged by the financial swap contract with Generation. The
remainder of ComEd's expected energy requirements will be met through the existing SFC and standard products purchased as a result of the
2009 RFP process complated in May 2008, In addition, approximately 9% of ComEd's energy requirements from June 2010 through May 2011
were procured through the 2009 RFP process.

On September 30, 2009, the IPA filed its procurement pian with the ICC covering June 2010 through May 2015. On December 28, 2009, the
ICC approved this plan which will result in approximately 66% of ComEd's expected energy purchases for the June 2010 {o May 2011 period
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being purchased through the spot markel and hedged by the financial swap contract with Generation. The remainder of ComEcd’s expected energy
purchases would be met through the purchases of standard products in the 2008 and 201C¢ RFP processes. The IPA's plan also includes a
provision far procurement of approximately 3.5% of ComEd's fixed-price ioad requirements from renewable energy resources utilizing long-term
contracts beginning June 2012. The long term renewables purchased would count towards satisfying ComEd's obligation under the state’s RPS,
See Note 8—Derivative Financial Instruments for further discussion on the financial swap contract.

The ICC has initiated a proceeding to reconcile the actual costs of power purchased in the January 2007 through May 2008 period with the
costs for power that flowed through ComEd's 1ariffs and were collected from customers. Becauss the llinois Settiement Legisiation has aready
deemed such costs to be prudenily incurred, the reconciliation proceeding is not expected to have a significant impact on ComEd.

2005 Rate Case {Exelon and ComEd). In August 2005, ComEd filed a rate case with the ICC fo comprehensively revise its tariffs and to
adjust rates for delivering electricity effective January 2007 (2005 Rate Case). ComEd proposed a revenue increase of $317 milion. During 2006,
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 Septemnber 2009, the Appellate Court of lllinois affimed the ICC's order

and denied the appeals. Several parties have asked the Appellate Court to rehear various rate design issues addressed in the opinion. Thers is no
set time in which the Gourt must act.

Original Cost Audit (Exelon and ComEd). In connection with ComEd's 2005 Rate Case proceeding, the ICC, with ComEd's concurrenca,
ordered an "original cost” audit of ComEd's distribution assets. In December 2007, the consulting firrn compleied the audit. The consuiting firm's
results of the audit were reported (o the 1CC in April 2008, which presented its findings regarding accounting methodology, documentation and
other matters, along with proposed adjustments. The audit report recommended gross plant disallowances of approximately $350 million, before
reflecting accumulated depreciation. The basig for the disallowance recommendation on approximately $80 million of the costs was that the assets
were misclassified between ComEd’s distribution and transmission operations. ComEd reclassified these costs in September 2007 and they were
reflacted comectly in ComEd's rale case filed in October 2007 (2007 Rate Case).

In April 2008, ComEd and the ICC Staff reached a stipuiation (the stipulation) regarding various portions of contested issues in the Original
Cost Audit as well as the 2007 Rate Case and agreed to make varlous Joint recommendatians to the ICC in the 2007 Rate Case. in
September 2008, the ICC issued an order in the 2007 Rate Case, which reflected the joint recommendations made by the ICC Staff and ComEd
and required ComEd to incur a charge of approximately $19 million {pre-tax) related to various items identified in the Original Cost Audit.

The ICC cpened a proceeding on the Original Cost Audit in May 2008, Under the terms of the stipulation, the ICC Staff agreed nol to
advocate that any of the proposed adjustments in the audit report be adoptad other than those reflected in the 2007 Rate Case; however, the
stipulation does not preclude other parties to the rate case or to the Original Cost Audit proceeding from taking positions contrary to the
stipulation. The fllincls Attorney General submitted testimony and legal briefs suggesting that ComEd improperly changed the way it capitalized
certain cable faults during the rate freeze period and therefore the rate base should be reduced by $121 milllon and ComEd should refund at least
$42 million 1o customers. On January 12, 2010, the ICC issued an order rejecting the Illinois Attorney General's recommendations in thelr entirety.
The order is subject to rehearing and appeal.
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2007 Rate Case (Exelon and ComEd), ComEd filed the 2007 Rate Case with the ICC for approval to Increase its delivery service revenue
requirement by approximately $360 million. The ICC issued an order in the rate case approving a $274 million increase in CaomEd’s 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 cannot predict the timing of resalution or the results of the appeals. In the event the order is ultimatsly changed, the changes are
expected to be prospective.

The 2007 Rate Case filing also included a system modemization rider, which the ICC approved for the limited purpose of implementing a
pilot program for AMI. The rider permits investments in AMI to be reflacted in rates on a quarterly basis instead of waiting for the next rate case to
begin recovery. On June 1, 2008, ComEd filed its proposed AMI pilot program with the [CC, which included revisions to the sysiem modemization
rider, On QOctober 14, 2009, the ICC approved ComEd's proposed AM pilot program, with minor meodifications, and recovery of substantially all
program costs under the rider. The AMI pilot program allows GomEd to study the costs and benefits related to automated metering and to develop
the cost astimate of full system-wide implementation of AMI. In addition, the program allows customers the ability to manage energy use, improve
energy efficiency and lower energy bills. The llincis Attorney General has appealed the ICC order approving the plan. The matter is not yet
briefed.

In August 2008, ComEd filed a request for $175 million of matching Federal stimulus grants with the DOE under the ARRA of 2009 to help
finance AMI and Smart Grid technologies in lllincis; however, ComEd did not receive any of the maiching grant awards announced by DOE in
October 2009. .

Transmilssion Rate Case {Exelon and ComEd). 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 iIn May 2009 reflects achual 2008 expenses and investments plus forecasted 2009
capital additions. The time for parties o challange the update has axpired; no parties have raised challenges and ComEd will mave to close the
docket. 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 milllon related to the 2008 true-up of actual costs. The 2009 revenue requirement of $440 million,
which includes the 2008 true-up, hecame effective June 1, 2009 and is recovered over the period extending through May 31, 2010. The regulatory
asset associated with the true-up Is belng amortized as the associated revenues are recelved. ComEd wil continue to refiect its best estimate of
its anticipated true-up in the financial statements.

limois Legisiation for Racovery of Uncolfectible Accounts (Exelon and ComEd). Comprehensive legislation has been enacted in
HHiinois that provides utilities the ability to adjust their rates annually through a rider mechanism to reflect the increases or decreases in annual
uncollectibtle accounts expenses starting with 2008 and prospactively. ComEd under-collected approximately $26 mitlion during 2006 and
approximately $44 milllon during 2009, On September 8, 2009, ComEd filed a proposed 1ariff In accordance with the legislation. On February 2,
2010, the ICC issued an order adopting ComEd's proposed tariffs, with minor modifications.

With the ICC approval of the tariff, ComEd is required to make a one-time contribution of approximately $10 million to the Supplemental
Low-Income Energy Assistance Fund (the Fund). The
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Fund is used to assist low-income residential customers. As one way to assist such customers, the fegislation creates a new percentage of income

payment program (PIPP) that includes an arrearage reduction component for participating customers. The program will be paid for from the Fund
and other state monies.

As a result of the ICC order, ComEd wifl record the $70 million benefit and the $10 mition one-time charge in the first quarter of 2010,
ComEd will record a regulatory asset and an offsetling reduction in operating and maintenance expense for the cumulative undar-collections from
2008 and 2009. Recovery of the initial regulatory asset will take place over an approximate 14-manth time frame beginning in April 2010,

Pennsyivania Gas Distribution Rate Case (Exelon and PECQ). In October 2008, the PAPUG voted to approve the joint settlement related
to PECO's March 2008 filing providing for an increase of $77 million to its annual natural gas distribution revenue. As part of the setiement, PECO
agreed 10 enhance i1s low-income programs as well as provide funding for new enengy-efficiency programs to help tustomers manage their energy
usage and gas bills, Additionally, PECO agreed not o file a new base rate case for natural gas distribution service before January 1, 2010, The
approved rate adjustment became effective on January 1, 2009,

Pennsyivania Transition-Related Legisfative and Regulatory Matters (Exelon, Generation and PECQO). In Pennsylvania, despite the
recent decling in wholssale electricity market prices, there has been some continuing interest from elected officials in mitigating the potential
impact of electric generation price increases on customers when rate caps expine. While PECO's retall electric gengration rate cap transition
period does not end until December 31, 2010, transition periods have ended for seven other Pennsyivania electric distribuion companies and, in
most instances, past-transition electric generation price increases ocourred. Over the past few years, elected officials in Pennsylvania have
waorked on daveloping legislation ta address cancems aver post-transition electric generation price increases. Measures suggested by legislators

include rate-increase deferrals and phase-ins, rate-cap extensions, a generation tex and contributions of value by Pennaylvania utility companies
toward rate-relief programs.

On March 12, 2009, the PAPUC approved the settlement of PECQ's Market Rate Transition Phase-In Program. The program allows eligible
residential and small-business elecliic-senvica customers to fransition o market-priced generation through pre-payments made through 2010 that

accrue interest at the statutory rate of 8% and are to be applied as ¢redits to their bills in 2011 and 2012. Tolal collections under this program were
not significant as of December 31, 2009.

On June 8, 2009, the PAPUC entered an order instituting an Investigation inio whether PECO's nuclear decommissioning cost adjustment
clause, which is a mechanism that allows PECO to recover costs from customers for the decommissioning of seven former PECO nuclear units
now owned by Generation, should continue after the termination of PECO"s competitive transition cost collections on December 31, 2010 and
agsigned the matter for alternative dispute resolution or the prompt scheduling of such hearings as may be necessary. On October 14, 2009, a
prehearing conference was held and PECO agreed 1o report to the ALJ on settiement progress. Settlement discussions continue and PECO has
heen providing the ALJ with periodic reports on settiement progress. See Note 11—Asset Retirement Obligations for additional information.

Pennsylvania Procurement Proceedings (Exelon and PECO). On June 2, 2009, the PAPUC entered an order approving the settlement of
PECO's DSP Program, under which PECO will provide
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defauilt electric service following the expiration of electric generation rate caps on December 31, 2010, The DSP Program, which has a 28-month
term beginning January 1, 2011 and ending May 31, 2013, complias with electric supply procurement guidelines set forth in Act 129. Under the
settlement, PECO will alsc expand its low-income assistance initiatives and offer a market rate deferral program under which certain customers
can elect to phase-in, wih Interest, any post-electric generation rate cap increases in 2011 if they exceed 25%.

PECO’s defauit electric service customers have been divided into four procurement classas: a residential class, a small commercial class
(for non-residential customers with peak demand up to 100 kW), a medium commercial class {for non-residential customers with peak demand of
greater than 100 kW up to 500 kW) and a large commercial and industrial class (for non-residential customers with psak demand in excess of 500
kW).

Seventy-five percent of the residential dass load, 90% of the small commercial dass load and 85% of the medium commercial dass load will
be served threugh competitively procured contracts for load-following, fixed price full requirements default eleciric supply. For the remaining
portion of the residential class load, PECO will competitively procure through block contracts, which represent 20% of the load and will balance the
remaining |oad through sales and purchases of energy in the PJM day-ahead wholesale "spot™ energy market (spot market). For the remaining
portion of the small commercial and medium commercial class loads, as well as the large commerdial and industrial class load, PECO will
competitively procure contracts for load-following, full requirements default electric supply with the price for energy in each contract sef to be the
haurly price of the spot market during the term of delivery. In addition, PECO will offer large commercial and industrial customers a fixed-price
optional service during the first year of PECO’s DSP Program.

in 2009, PECO completed two competitive procurements in accordance with the DSP Program for eleciric supply for defaull electric service
customers commencing January 2011, As of December 31, 2009, PECO has entered into cantracts with terms of 17 to 28 months covering 49%
of planned full requirements contracts for the residential customer class, coniracts with 17-month terms covering 24% of planned full requirements
contracts for the small commercial customer class and contracts with 17-month terms covering 16% of planned full requirements contracts for the
medium commercial customer class. PECO also entered into block contracts with 12-month terms for a total of 80 MW for service to the residential
customer class in 2011, PECO will conduet seven additional competitive procurements in accordance with the DSP Program.

Smart Meter and Smart Grid Invesiments (Exelon and PECO). PECQ 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 settement of its $550 million Smart Meter
Procurement and Installation Plan with the PAPUC, which was filed on August 14, 2009 In accordance with the requirements of Act 129. PECQ Is
requesting PAPUC approval fo install more than 1.6 million smart meters and deploy advanced communication networks over a 15 year period.
The first phase of the plan includes the procurement and deployment of automated meter infrastructure and an Initlal deployment of 100,000 smart
meters over the next three years. On January 28, 2010, the ALJ issued an initial decision approving the partial settlement and determining
remaining cost allocation issues subject to finat PAPUC appraval. PEGO plans to file for PAPUC approval of an initlal dynamic pricing and
customer acceptance program in June 2010 and for approval of a universal meter deployment plan for its remaining customers in 2012,
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On August 6, 2009, PECO filed with the DOE an application seeking $200 million in ARRA of 2008 matching grant funds under the Smart
Grid Investment Grant Program. PECO’s "Smart Futura Greater Philadelphia” project will increase the number of smart meters initiaily installed to
600,000, accelerate universal smart meter deployment by five years and increase Smart Grid investments up to approximately $100 million over
the next three years. On October 27, 2009, the DOE announced its intent to award PECQ a $200 million stimulus grant to fund its smart meter and
smart grid investments. Assuming successful completion of the DOE negoliations and PECO’s recsipl of the full award on reasonable terms,
PECO is committed to implementing expanded initial deployment of 600,000 smart meters within three years and then accelerating universal
smart meter deplayment from 15 years to 10 years.

Energy Efficiency and Alternative Energy Programs (Exelon and PECO).

Energy Efficiency Programs. Pursuant to Act 129's energy efficiency and conservation/demand (EEAC) reduction targets, PECO filed its
EE&C plan with the PAPUC on July 1, 2009. The plan set forth how PECO will reduce electric consumption by at least 1% in its service territory by
May 31, 2011 from expected consumption far the period June 1, 2009 through May 31, 2010 and by 3% by May 31, 2013. In accordance with Act
129, PECQ also plans to reduce peak demand by a minimum of 4.5% of PECO's annual system peak dernand in the 100 hours of highest demand
by May 31, 2013, measured against its peak demand during the period of June 1, 2007 through May 31, 2008. If PECO fails i achieve the
required reductions in consumption within the stated deadlines, PECO will be subject to civil penalties of up 1o $20 million, which would not be
recoverable from ratepayers. Act 128 mandates that the total cost of any EE&C plan may not exceed 2% of the electric company’s total annual
revenue as of December 31, 2006. 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
tradie-in program, rebates and energy efficiency programs for non-profit, educational, governmental and business customers, customer incentives
for energy managernent programs and incentives to help customers reduce energy demand during peak periods. On December 24, 2008, PECO
filed revisions to the portions of the plan not approved based on PAPUC feedback,

Alternative Energy Fortfolio Standards. In November 2004, Pennsyivania adopted tha AEPS Act. The AEPS Act mandated that beginning In
2007, or following the end of an eleciric distribution company’s retail slectric generation rate cap transiiion period, tettain percentages of electric
anergy sold by an electric distribution company or electric generation supplier to Pennsylvania retail electric customers shall be generated from
certain alternative energy resources as measured in AECs. The requirement for electric energy that must come from Tler | alternative energy
resources (including solar or wind power, low-Impact hydropower, geothermal energy, blologically derived methane gas, fuel cells, blomass energy
generated within Pennsylvania and coal mine mathane) ranges from 1.5% to 8.0% and the requirament for Tier 1l aliemative energy rescurces
(inchuding waste coal, biomass energy generated outside of Pennsylvania, demand-side management, large-scaie hydropower, municipat solid
waste, gereration of electricity utilizing by-products of the pulping process and wood, distributed generation systems and integrated combined coal
gasification technology) ranges from 4.2% to 10.0%. These Tier | and Tier Il alternative energy resources include accepiable energy sources as
set forth in Act 129 in addition to those cutlined in the AEPS Act. The AEPS Act mandates the 8.0% requirement for Tier | resources and the
10.0% requirement for Tier || resources must be met by the year ending May 31, 2021.
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The Pennsylvania Legisiature is currently considering HB 80, which, if enacted into law, would increase the minimumn required percentage of
electric energy purchased and soMd to retail electric customers fram altemative energy resources and extend tha period for such purchases and
sales. HB 80 would increase the Tier 1 and solar purchase and sale requirerments, limit eligible solar purchases to Pannsylvania generating
sources and incorporate advanced coal combustion with limited carbon emissions as an acceptable alternative energy resource. Generation has
proposad amendmaents te inciude extended nuclear uprates as a qualifying alternative energy source.

In 2007, the PAPUC approved PECC's plan to acquire and bank approximately 450,000 non-solar Tier | AECs (corresponding to the
expecied annual oulput of approximately 240 MW of wind power) annually for a five-year term in order to prepare for 2011, the first year of
PECO's required compiliance following the completion of its electric generation rate cap transition period. The banked AECs may be used In either
of the two consecutive AEPS reporting periods after PECO's electric generation rate cap transition period. All costs incurred in connection with
AEC procurement prior to 2011 are being deferred as a regulatory asset with a return on the unamartized balance and will be recovered fram
customers in 2011. Those casts, and PECO’s AEPS Act compliance costs incurred thereafter, will be recovered from customers on a full and
current basis through a reconcilable ratemaking mechanism as contemplated by the AEPS Act In conformance with the approved plan, PECO
has entered into five-year agreements with accepted bidders, including Generaticn, totaling 452,000 AECs to be purchased annually.

On August 27, 2008, the PAPUC approved a setiement of PECQO's petition for early procurement and banking of up to 8,000 solar Tier 1
AECs annually for ten vears. PECO’s procurement would employ the same surcharge cost-recovery mechanism that the PAPUC previousty
approved for non-solar Tler 1 AECs. The settlement provides for no cap on bid price, provides the PAPUC a 10 calendar day review period,
permits facilities capable of generating a minimum of 200 AECs annually to bid and provides that no changes o the agreement with AEC suppliers
will be accepted after PAPUC approval. On January 25, 2010, the PAPUC approved the fixed-price agreement solar AEC procurement results.
PECO plans to enter into the fixed-price agreements by February 8, 2010.

PJM Transmission Rate Design (Exelon, ComEd and PECO), PJM Transmission Rate Design specifias the rates for transmission service
charged tc customers within PUM, Currently, ComEd and PECO incur costs based on the existing rate design, which charges customers based on
the cost of the sxisting transmissicon facilities within their load zone and the cost of new transmission facilities based on those whe bensfit. In Apri)
2007, FERC issued an order concluding that PJM's current rate design for existing facilities is just and reasonable and should not be changed. In
the same arder, FERC held that the costs of new facilities 500 kV and above should be socialized across the enting PJM footprint and that the
costs of new facilities less than 500 kV should be allocated to the customers of the new facilities who caused the need for those facilities. In the
short term, based on new fransmission facilities approved by PJM, it is likely that allocating across PJM the costs of new facilities 500 kV and
above will increase charges to ComEd and reduce charges to PECO, as compared to the allocation methodolegy in effect before the FERC order.
After FERC ultimately denied all requests for rehearing on all issues, several parties filed petitions in the U.S. Court of Appeals for the Seventh
Circuit for review of the decision. On August 8, 2008, the courl issued its decision afirming FERC’s order with regard to the costs of existing
facilities but reversing and remanding to FERC for further consideration its decision with regard ta the costs of new facilities 500 kV and above. Cn
September 21, 2009, two parties filed a petition for rehearing by the full court conceming the court’s decision to remand to FERC the part of the
declision regarding the allocation of the costs of new
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faciliies 500 kV and above, On Cclober 20, 2008, the court denied the rehearing petitton. On January 21, 2010, FERC issued an order
establishing paper hearing procedures to supplement the record. ComEd anticipates that all impacts of any rate design changes effective after
December 31, 2006 should be recoverable through retail rates and, thus, the rate design changes are not expected to have a material inpact on
ComEd's results of operations, cash flows or financial position. PEGO also has the right to file with the PAPUC for & change in retail rates to reflect
changes in its wholesale transmission costs. PECQO cannot predict the long-term impacl of any rale design changes due to the uncettainty as to

whether new facilities will be built and how the costs of new fadilities less than 500 kV will be allocated; however, the impact may be material to its
resulls of operations, cash flows, or financial position.

PIM-MISO Regional Rate Deslign (Exelon, ComEd and PECO)}. The cument PJM-MIBO Regional Rate Design is used to spedify the
pricing of transmission service between PJM and MISO and impacts ComEd and PECO due to purchases by suppliers from MISO. In August
2007, ComEd and PECO and several other transmission owners in PJM and MISO, as directed by a FERC order, flled with FERC 1o continue the
existing transmission rate design between PJM and MISQ. Additional transmission owners and certain other entities fited protesis urging FERC fo
rejact the filing. In September 2007, a complaint was filed asking FERC to find that the PJM-MISQ rate design was unjust and unreasonable and
ta substitute a rate design that sccializes the costs of all existing and new transmission facilities of 345 kV and above across PJM and MISO. In
December 2008, FERC denied a request for rehearing of these orders and an appeal was filed in the United States Court of Appeals. On
Navember 3, 2009, the court dismissed the appeal at the request of the appellant.

Authorized Return on Rate Base (Exelon, ComEd and PECO). In the September 2008 order in the 2007 Rete Case, the ICC authorized a
return on ComEd’s distribution rate base using a weighted average debt and equity raturn of 8.36%, an increase over the 8.01% return previously
authorized in the 2005 Rate Case. GamEd'’s formula transmission rate currently provides for a welghted averags debt and equity retum on
transmission rate base of 9.43%, an increase over the 9.37% return previously authorized. As part of the FERC-approved settiement of ComEd's
2007 transmission rate case, the rate of return on comman equity is 11.5% and the cormmon equity component of the ratio used to calculate the
weighted average debt and equity return for the formula transmission rate is currently capped at 57%. This equity cap Is reduced to 56% In June
2010 and 55% In June 2011 and subsequent years. This transmission rate base retum is updated annually in accordance with the formula-based
rate calculation discussed above,

PECC’s transition period includes caps on slectric generation rates that will expire on December 31, 2010 pursuant to the Competition Act.
The electric distribution and transmission components of PECO's rates continue to be regulated. PECO's most recantly approved weighted
average debt and equity return on electric rate base, which included elactric generation, was 11.23% (approved in 1890). PECO's purchased gas
cosl rates are not subject to caps and do not eam a retum. As part of the gas distribution rate case filed in March 2008, PECO requested that the
PAPUC authorize H to establish base rates for natural gas distribution service using a weighted average debt and equity return on gas rate base of
8.80%. The joint settlement petition in that matter, approved in Cctober 2008 by the PAPUC, did not specify the rate of return upon which the
settlernent rates are based, but rather provided for an increase in annual revenue. Prior to the 2008 gas distibution rate case, the most recently
approved weighted average debt and aquity returmn on gas rate base was 11.45% (approved in 1988).
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Market-Based Rates (Exelon, Genaration, ComEd and PECC). Generation, ComEd and PECO are public utilities for purposes of the
Federal Power Act and are required to cbtain FERC's acceptance of rate schedules for wholesale electricity sales. Currently, Generation, ComEd
and PECO have authority to execute wholesale electricity sales at market-based rates. As Is customary with market-based rate schedules, FERC
has reserved the right to suspend market-based rate authority on a retroactive basis if it subsequently determines that Generation, ComEd or
PECQ has violated the terms and condltions of its tariff or the Federal Power Act. FERC is also authorized to order refunds if it finds that the
market-based rates are not just and reasonable under the Federal Power Act.

In June 2007, FERC issued a Final Rule on Market-Based Rates for Wholesale Sales of Electric Energy, Capacity and Anciltary Services by
Public Utilities (Order No. 697), which updated and modified the tests that FERC had implemented in 2004. That order was clarified in December
2007. Subsequently, Order Mo, 697 was largely affirmed and further darified in Order No. 697-A, Order No. 6§97-8 and Order No. 6897-C. The
Registrants do not expect that the Final Rule will have a material effect on their results of eperations in the short-term. The longer-term impact will
depend on the future application by FERC of Order Nos. 697 and future actions involving market-based rates.

During 2008, Generation, ComEd and PECQ filed an analysis for generation in the Northeast region covering generation in P.JM and
ISO-New England and Generalion filed an analysis for generation in the Southeast region covering generation in the Southern Company and
Entergy areas; and in 2009, Generation filed an analysis for generation in the Central region covering generation in the MISO market. In each
case, the filing used FERC's updated screening tests, as required by the Final Rule. These analyses demonstrated that Exelon does not have
market power in those areas and, thereforg, is entitled to continue te sell at market-based rates in them, FERC accepted the 2008 filings on
January 15, 2009 and September 2, 2009 and accepted the 2009 filing on Cclober 26, 2009, affirming Exelon’s affiliates’ continued right to make
sales at market-based rates.

Reliabllity Pricing Model (Exelon and Generation). On August 31, 2005, PJM submitted a proposal to FERC for a new capacity payment
construct to replace PJM's then-existing capacity obligation rules, The proposal provided for a forward capacity procurerment auction 10 establish
capacity and payment obligations using a demand curve and locational deliverabillity zones for capacity. The FERC affirmed PJM's proposal for
forward commitments and other matters, but encouraged PJM and the parties to that FERC proceeding to resolve other RPM issues by
sefflement. A settlement was reached on September 29, 2006 and was approved by FERC on December 22, 2006. The settiement provided for an
auction 36 months in advance of each delivery year beginning with the delivery year ending May 31, 2012 and an expedited phase-in pracess
for four transitional auctions covering delivery years ending on May 31 in 2008 through 2011. All but one appeal of FERC's order approving RPM

were withdrawn on February 27, 2009 and the remaining appeal was denied by the U.S. Court of Appeals for the District of Columbia Circuit (D.C.
Circuit) on March 17, 2009.

PJM’s four transitional RPM auctions took place in April 2007, July 2007, Qctober 2007 and January 2008 and established prices for the
period from June 1, 2007 through May 31, 2011. Subsequent auctions will take place 36 months ahead of the scheduled delivery year. The
auction for the delivery year ending May 31, 2012 and May 31, 2013 accurred in May 2008 and May 2009, respectively. Thus far, the RPM
capacity auctions have secured capacity for the PJM market through 2013. While auction reaults produced varying prices, as anticipated, the RPM
has been beneficial for owners of generation facilities, particularly for such facilities located in constrained zones, as compared to the prior
capacity-payment construct.
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On May 30, 2008, a group of PJM load-serving entities, state commissions, consumer advocates and trade assodiations (referred to
collectively as the RPM Buyers) filed a comptaint at FERC against PJM alleging that three of the four transitional RPM auctions yielded prices that
are unjust and unreasonable under the Federal Power Act Most of the parties compriging the RPM Buyers group were parties to the settlement
approved by FERC that established RPM. In the complaint, the RPM Buyers requested that the total projected payments to RPM sellers for the
three auctions at issue be materially reduced. On September 19, 2008, FERC dismissed the complaint finding that no party viotated P.JM's tariff
and the prices determined during the Initial auctions implementing the RPM were In accord with the 1ariff provisions goveming the auctions. On
Jure 18, 2009, FERC denied the RPM Buyers' request for rehearing of FERC's September 19, 2008 order. On August 14, 2008, RPM Buvyers filed
a petiion with the U.S. Court of Appeals for the Fourth Circuit for review of the FERC's September 19, 2008 order, rejecting thelr complaint that
RPM resulted in unjust and unreascnable capacity prices. On September 17, 2009, PJM filed a motion to transfer the case to the D.C. Circuit on
the grounds that the Fourth Circuit was an improper venue. On Navember 12, 2009, the court grantad the motion. If the D.C. Circuit were to
reverse FERC's decision, FERC would be required ta conduct additional proceedings regarding the substantive aflegations In the complaint.
Exelon and Generation believe that it is remote that the ultimate outcoma of this matter will have a material adverse impact on their respective
results of operations, cash flows or financial position.

in a companion order alse issued on September 19, 2008, FERC directed PJM and its stakeholders to evaluate whether prospactive
changes should be made to RPM and, if a consensus is reached, file such a congensus with FERC in time to be in effect for the May 2009 RPM
Auction. PJM filed a report with FERC on December 12, 2008 summarizing the discussions and explaining that a consensus was not reached.
PJM also filed its own proposal with FERC on December 12, 2008. On March 25, 2009, FERC issued an order accepiing in part and rejecting n
part PJM’s December 12 filing, as amended by an Offer of Settlament filad by PJM and some members of PJM in response to the December 12
filing. A number of parties filed for rehearing andfor clarification of the March 26, 2009 Order. On August 14, 2008, the Commission granted In part
and denied in parl requests for rehearing and clarification. Any order may then ba subjact to review in the United States Court of Appeals.

License Renewals (Exelon and Ganeration). In July 2005, Generalion applied for license renewal for Oyster Creek on a timeline
consistent and integrated with the other planned licanse renewal filings for the Generation nuclear fleet. The application was challenged by a
coalition of citizen groups (citizen groups) and the NJDEP, including filings made with the NRC's ASLE, the NRC Commissioners and the U.S.
Court of Appeals for the Third Circuit. These filings and appeals were rejected or denied. On April 8, 2009, the NRC issued the renewed operating
license for Qyster Creek that expires in April 2029. On May 29, 2009, the cilizen groups filed a Petition for Review of the NRC's renewal of Oyster
Creek's operating license in the U.S. Court of Appeals for the Third Circuit. If the appeal is successtul, it is unlikely that it would resuit in a
revacation of the renewed license; however, it could cause the NRC fo impose additienal conditions over the course of ihe period of extended
operation.

On January 8, 2008, AmerGen submitted an application to the NRC to extend the operating licanse of TMI Unit 1 for an additional 20 years.
On Octaber 22, 2009, the NRC issued the renewed aperating license for TMI Unit 1 that expires in April 2034,
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On August 18, 2009, PSEG submitted an application to the NRC to extend the operating license of Salem Units 1 and 2 by 20 years. Exelon
Is part owner of the Salem Units. The NRC Is expected to spend a total of 22 to 30 months to review the application before making a decision. The
current operating licenses expire in 2016 and 2020, respectively.

3. Accounts Receivable (Exelon, Generation, ComEd and PECO)}

Actounts receivable at December 31, 2009 and 2008 included estimated unbiiled revenues, representing an estimate for the unbilled
amount of energy or services pravided to customers, and is net of an allowance for uncollectible accounts as follows:

2008 _ e Exelon Generation  ComEd PECO
Unbilied revenues = - . Lo TR C¥TEES o g T e 0§08 ¢
Allowance for unoullectlble accounts (225) (31) (77) (117)
2008 — — — Exglon  Generatlon ~ ComEd PECO
Unbilled reventdes: S AN SR R B BT IR 2o TR ik
Allowangcs for uncullectlble acoounts {238) (30) (57) (151}

PECOQ is party to an agreement with a financial institution under which it sold an undivided interest, adjusted daily, in up to $225 million of
designated accounts recelvable, which PECO accaounted for as a sale as of December 31, 2009. Under new guidance effective January 1, 2010,
this agreement will be accounted for as a secured borrowing. See Note 1—Significant Accounting Policies for additional information. PECO retains
the servicing responsibility for the sold recelvables and has recorded a servicing Hability. The agreement terminates on September 16, 2010,
unless extended in accordanca with its terms. As of December 31, 2008, PECO was in compliance with the requirements of the agreement. In the
event the agreement Is not extended, PECO has sufficient short-term liquidity and will seek allernate financing. See Note 7—Fair Value of
Financial Assets and Liabilities for additional information regarding the servicing liability.

4, Property, Plant and Equipment (Exelon, Generation, ComEd and PECO)
Exelon

The following table presents a summary of property, plant and aquipment by asset catagory as of December 31, 2009 and 2008:

Average Service Life
rs|

Elacinc—transmmsmn and dlstnbuhon '

Electric—gsaneration " B
Gas—Iransportation and dlstnbutlon )

Cmm%{geﬁe and gas.

Nuclear fuel S

Canistructioni work In progress ™ * & (g " 7

Other property, plant and equipment

" Tofal progerty, piant and equipmagt - -
Less: accumulated depreciation

Property, plarit-and oquipment, net =~ 5.7

B,242
¥ T
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(@) Includes nuclear fusl thatis in the fabrication and installatian phase of $7 11 milion and $490 million at December 31, 2009 and 2008, respectively,

(b} Includes Generation’s buildings under eapital laase with & nat carrying value of $28 million and $31 million al December 31, 2009 and 2008, respectively. The original cost
pasis of the buildings was $53 milkon and iotal accumulated amontization was $24 millien and $22 million as of December 31, 2009 and 2008, respectively. Also includes
unrequlated property at Comed and FECD,

{£) Includes accumulated depraciation related to regulated property at ComEd and PECO of 54,585 million and $4,205 million as of Decembar 31, 2009 and 2008,
respectively. Includes accumulzted amortization of nuclear fued in the reactor core at Generation of $1,383 millan and $1,214 million as of December 31, 2009 and 2008,
respectively. On December 2, 2009, Generation ennauncad its intantion 1o permanently retire four of its fossil-fired generating units effective May 31, 2011. Exelon
recorded approximately $32 million of additional depreciation expense fo reflect changes in useful lives for the plant assets that will be faken out of service prior 1o their
previously estimated service panod. See Note 14—Corporate Restructuring and Plant Reliremenis for additional information.

The following table presents the anhual depreciation pravisions as a percentage of average service life for each asset category.

Avarage Service Life Percentage by Asset Cate: 2809 2008 2007
Eiectric—iransmission and disiribution Sl T - IR R E S 4
Electric—generation 2.28% 2.02% 1.90%
Gas ) . 1.75%. . 174% 1.69%
Common—electric and gas 6.41% 6.51% 6.236%
Generation -

The following table presents a summary of property, plant and equipment by asset category as of December 31, 2009 and 2008:

Average Service Life

Asset Category

Electric—gengration

Nudlear fusl

Construdtion work in progress (&)

Other property, plant and equipment
Total property, plant and equipment
Less: accumulated depreciation

Property, plant and equipment, net

(8} Includes nuciear fuel that is in the fabrication and installation phase of $711 million and $490 million at December 31, 2009 and 2008, respaciively.

(b} Includes buildings under caphal lease with a net canrying vahse of $28 milkion and $31 million al December 31, 2009 and 2008, respectively. The original cost basis of the
buildings was $53 million and total accumulated amortization was $24 millior and $22 million as of December 31, 2009 and 2008, respeclively.

(e} Includes accumulated amortization of nuclear fuel in the reactor core of $1.383 million and $1,214 million as of December 31, 2008 and 2008, respectively. On
December 2, 2009, Generation announced its infention to parmanentty retire four of its fessilfired generating units effective May 31, 2011, Generation racorded
approximately $32 million of additional depraciation expense to reflect changes in useful lives for the plant assets that will be taken out of service prior to their previously
eshimated service period. Sea Note 14—Corporate Restruciuring and Plant Retirements for additional infarmatlon.
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The annual depreciation provisions as a percentage of average setvice life for electric generation assets were 2.28%, 2.02% and 1.90% for
the years ended December 31, 2009, 2008 and 2007, respectively.

License Renewals. Generation’s depreclation provisions are based on the estimated useful lives of its generating stations, which assume the
renewal of the licenses for all nuclear generating stations. As a result, the receipt of license renewals has no impact on the Consolidated
Statements of Oparations. See Note 2—Regulatory lssues for additional information reganding license renewals.

Long-Livad Asset impairments. Generation regularly evaluates the econamic viability af its generating plants. During 2009, Ganeration
assessed whether there had been any triggering events requiring an impairment assessment for any of its generating stations. Based on this
analysis, it was determined thatl Generation did not have any triggering events requiring impairment assessments for any of its generaling stations,
except as noted below.

In connection with the decline in market conditions and the poterttial divestiture of the Texas plants (Handley, Mountain Creek and LaPorte
generating stations) associated with the proposed merger with NRG that has since been terminated, Generation evaluated its Texas plants for
potential impairment as of December 31, 2008. The impairment evaluation was performed to assess whether the carrying values of the plants
were not recoverable. Generation’s evaluation indicated that the estimated undiscounted future cash flows exceeded the carrying values of the
plants and an impairment did not exist as of December 31, 2008 under the held and used modal.

Bue to the continued decline in forward energy prices in the first quarter of 2009, Generation again evaluated Its Texas plants for
recoverability as of March 31, 2009. As the estimated undiscounted future cash flows and fair value of the Handley and Mountain Creek stations
were less than the stations’ carrying values, the stations were determined to be impaired at March 31, 2009, LaPorte station was determined not
to be impaired. Accordingly, the Handley and Mountain Creek stations were written down to falr value, and an Impairment charge of $223 million
was recorded in operating and maintenance expense in Exelon’s and Generation’s Consolidated Statements of Operations in the first quarter of
2008. The fair value of the stalions was determined using the income {discounted cash flow), market (avallable comparables) and cost
(replacement cost) valuation approaches.

ComEd
The following table presents a summary of property, plant and equipment by asset category ag of December 31, 2009 and 2008:

Average Service Life

Electnckiransmlssmn and dist
Constauction work i progress = - g e - K S o T
Other property, plant and eqmpment §0 45 a8

- Total propbrty, plart ara &

Less aocumulated depreclatnon - ' ' o 2 126 1,866
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{a) Represenls unregulated property.

{b) Includes accumulated depreciation related to unreguiated property of $4 million and $4 million as of December 31, 2009 and 2008, respectively.

The annual depreciation provisions as a percentage of average service life for slectric transmission and distribution assets were 2.57%,
2.53% and 2.49% for the years ended December 31, 2009, 2008 and 2007, respectively.

PECO
The following table presents a summary of property, plant anc equipment by asset category as of December 31, 2009 and 2008:

Average Service LHa

Asset Category
Electric—transmission and distribution
Gas—fransportation and distribution - AR - ; SRR
Common—electric and gas 5-50 517 496
Construction work in progress @ . . NA LY 103
Qther property, plant and equipment 45-50 15 15

Total property, plant and equipmet o R o B N . - EREEE & 11

Less: accumulated depreciation
Property. plant and equipment, net R P T e NGt

(3} Represenis unragulated property,

{b) Includes accumuiated depreciation raelatad to unregulated property of $2 million and $2 million as of December 31, 2008 and 2008, respactively.

The following table presents the annual depreciation provisions as a percentage of average service life for sach assel category.

Average Service Life Percentage by Asset Category i 2009
Electic—transmission and distribution -~ © 70 T T T AR T RO i e
Gas :
Common—electric and gas - - ' L R T M

See Note 1—Significant Accounting Polices for further Information reganding property, plant and equipment policiés and accounting for
capitalized software costs. See Note 9—Debt and Credit Agreements for further Information regarding property, plant and equipment subject to
mortgage liens.
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5. Jointly Owned Electric Utillty Plant (Exelon, Generation and PECO)

Exelon’s, Generation's and PECO’s undivided ownership interests in jointly owned electric plants at December 31, 2009 and 2008 were as
follows:

Nuclgar g h Fossil fwel qoneration Teamsmbesion Other
Peach r )
Quad Cities Botiom Salam (a) ston. omrna h nean PA (H DE/MJ (c} Other {d}

Ownership interest s 7510 4.2.59% 009% 7w 580%  2200% 42.55% 44.24%
Exeidn's ghare at-Dosenybor-31, ZO0W: : Wi S T Co e e P

Plant o ) 570 % 50 3 BE 5 "7 5 236 3% B 5 1

- Anmumisted deprediation. ¢ SO e L 8 T8 B I O A e

Construction work in progoess 107 56 46 1 hi! —_ -_ —_
Exelon's shsiy: &WW@QW M Lo B B S & T R N

Plant 3 82 % @ 5 379§ 192 3 233 5 2§ 680 '§ i
© o Adciewdated depracidtion - P ] R S & B T A L R B -

Consiruction work in prugrass G0 21 37 107 2 1 — — —

{a} Generation also owns a proportionate share in the fossil fuel combustion turbine at Salem, which is fully deprecialed. The gross book value was $3 million at
December 31, 2009 and 2008,

(o) PECO owns a 22.00% share in 127 miles of 500.000 voliage lines located in Pennsylvania.
{c) PECC owns a 42.55% share in 131 miles of 500,004 voltage inas located in Delaware and New Jersey.
(d) Generation has a 44.24% ownership interest in Merril Creek Reservoir located in New Jersey.

Exelon's, Generation's and PECO’s undivided ownership interests are financad with their funds and alt operations are accounted for as if
such participating interests were wholly owned facilities. Exelon's, Generation's and PECO's share of direct expenses of the jointly owned plants
arg induded in fuel and operating and maintenance expenses on Exelon's and Generation’s Consolidated Statements of Operations and in
operating and maintenance expenses on PECO’s Consolidated Staterments of Operations.
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6. Intangible Assets (Exelon, Generation, ComEd and PECO)

Goodwill

Exelon’s and ComEd's gross amount of goodwill, accumulated impairment losses and carrying amount of goadwill for the years ended
December 31, 2009 and 2008 were as follows:

2009 2008
Accumulated Accumulated
Gross Impalrment
. Amount (&) Lossas
Balance, January 1 : o S A% T
Impairment losses — — _ _ . o
Balance, December 31, ‘ - "3 4608 5 . 18983 § 2825 -§ 4608 R T e T

(a) Refiects goodwill racorded in 2000 fram the PECO/Unicom merger net of amartization, resolution of tax matters and ather non-impainment-related changes as allowed
under previous authoritative guidance.

Goodwill is not amortized, but is subject to an assessment for impaimment at least annually, or more frequently if evenls or circumstances
indicate that goodwill might be impaired. The impalrment assessment is performed using a two-step, fair value based test. The first step compares
the fair value of the reporting unit 1o iis carrying amount, including goodwill. If the carrying amount of the reparting unit exceeds its fair value, the
second step is performed. The second step requires an allocation of fair value to the individual assets and liabilities using purchase price
allocation in order to determine the Implied fair value of goodwill. If the implied fair value cof goodwill is less than the carrying amount, an
impairment loss is recorded as a reduction to goodwill and a charge to operating expense,

Exelon assesses goodwiil impairment at its ComEd reperting unit. Accordingly, any goodwill impalrment charge at ComEd will affect
Exelon's consolidated results of operations. As a result of new authoritative guidance for fair value measurement effective Janusry 1, 2009, Exslan
and ComEd now estimate the fair value of the ComEd reporting unit using a weighted combination of a discounted tash flow analysis and a
market muitiples analysis instead of the expected cash fiow approach used in 2008 and prior years. The discounted cash flow analysis relies on a
single scenario reflecting “base case” or "best estimate” projectad cash fiows for ComEd’s business and indudes an estimate of ComEd's terminal
value bascd on these expected cash flows using the generally accepted Gordon Dividend Growth formula, which derives a valuation using an
assumed perpetual annuity based on the enlity’s residual cash flows, The discount rate Is based on the generally actepted Capital Asset Pricing
Model and represents the weighted average cost of capital of comparable companies. The market multiples analysis ulilizes mulfiples of business
enterprise value to eamings, before interest, taxes, depreciation and amortization (EBITDA) of comparable companles in estimating fair value.
Significant assumptions used in estimating the fair value Include ComEd's capital structure, discount and growth rates, ulility sector market
performance, operating and capital expenditure requirements, fair value of debt, the selection of peer group companies and recent ransactions.
Management performs a reconciliation of the sum of the estimated fair value of all Exelon reporting units fo Exelon’s enterprise value based on its
trading price to corroborate the results of the discounted cash fiow analysis and the market multiple analysis.

2003 Annual Goodwill Impairment Assessment The 2009 annual goodwill impaimment assessment was performed as of Novemnber 1, 2009.
The first step of the annual impairment analysis, comparing the fair value of ComEd to its carrying value, including goodwill, indicated no
impairment of goodwill,

217

Source: EXELON CORP, 10-K, February 05, 2010 Fowered by Mnimngstar”‘ﬂocument ResearchSt
i



Table of Contents
Combined Notes to Consolldated Financial Statements—{Continued)
(Dallars in millions, except per share data unless otherwise noted)

tharefore the second step was not required. Although financlal markets have stabilized cver the past year, current economic conditions continus to
impact the market-related assumptions used in the 2009 annual assessment. While the estimated fair value of ComEd has increased since the
2008 assessment, deterioration of the market related factors used In the impalrment review could possibly result in a future Impalrment loss of
ComEd's goodwill, which could be material,

2008 Annual Goodwill Impairment Assessment. The 2008 annual goodwill impairment assesemant was performed as of November 1, 2008.
The first step of the annual impairment analysis, comparing the fair value of ComEd to its carrying value, including goodwill, indicated no
impairment of goodwill, therefore the second step was not required. The order in the 2007 Rate Case anid the implemsentation of a formula-based
transmission rate provided more certainty related to ComEd’s future cash flows. However, the economic downtum and the capital and credit
market crisis affected the market-related assumptions resulting in a significant decreasa in esiimated fair value of ComEd since the 2007
assessment.

2007 Annual Goodwill Impairment Assessment. The 2007 annual goodwill impairment assessment was performed as of November 1, 2007.
The first step of the annual impairment analysis, comparing the fair valus of ComEd to its carrying value, including goodwill, indicated no
impairment of goodwill, therefore the second step was not required.

Other intangible Assets

Exelon's and ComEd’s other intangible assets, included in deferred debits and other assets in their Consolidated Balance Shasts, consisted
of the follewing as of December 31, 2008:

Accumulataed Estimated amortization nse
Gross  Amodtization  Net  To B 30T SO —0Ta

2010 4
Chlcagu 5&ttlemeni—-199§agreement o - - §$100 § {81) $38 5 3 $¥3 §3
Chicags setiement—2003 agreement” ™ 7 IR - S ) B -] AR, T JAR- Y. |
Total intangible assets $162 § {86) §76 $7 $7 S$7 %7 87

(8) InMarch 1999, ComEd entered into a settlement agreement with the City of Chicago associated with ComEd's franchise agreement. Under the terms of the settlement,
ComEd agreed to make payments of $25 millicn to the City of Chicago each yaar from 1999 to 2002. The intangible asset recognized as a rasult of these payments is
being amartized ratably over the remaining temn of the franchise agreemant, which ends in 2020,

(b} In February 2003, ComEd entered into separate agreements with the City of Chicago and with Midwest Generatian, LLC (Midwest Generation). Under the terms of the
seitlement agreement with the City of Chicago, ComEd egreed to pay the City of Chicago a total of $60 million over a ten-year period, beginning in 2003. The intangible
asset recopnized as a result of the seilement agreement is baing amortized ratably over the remaining term of the City of Chicaga franchise agreement, which ends in
2020. As required by the settlement, COmEd also made a paymant of $2 million to a third party on the City of Chicage’s behall. Pursuant to the agreement discussed
above, ComEd received payments of $32 million fram Midwest Generation (o relieve Midwast Generalion's obligation under its 1999 fossil sale agreement with CemEd to
build the generation facility in the City of Chicago. The payments received by ComEd, which have been recordad in ather long-term Kabilities, are being recognized ratably
(approximately $2 million annually} as an offset (v amortization expense cver the remaining term of the franchise agreement.

$Fm' each of the years ended December 31, 2009, 2008 and 2007, Exelon's and ComEd's amortization expenss related to intangible assats
was $7 million.
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Renewable Energy Credits and Alternatfve Energy Credits (Exelon, Generation and PECO). Exalon's, Generation’s, and PECO's other
intangibe assets, included in other deferred debits and other assets on the Consolidated Balance Sheets, include RECs (Exalon and Ganeration)
and AECs (PECQ). As of December 31, 2009 and December 31, 2008, PECO had AECs of $13 million and $1 million, respectively. As of
December 31, 2009 and December 31, 2008, the balances of RECs for Generation wera 36 milfion and $2 million, respectively. See Note
2—Regulatory Issues for additionat information on RECs and AECs.

7. Falr value of Financial Assets and Liabllities (Exelon, Generation, ComEd and PECO)

Nor-Derfvative Financial Assefs and Liabillties. As of December 31, 2009 and 2008, the Registrants’ carrying amounts of cash and cash
equivalents, accounts receivable, accounts payable and accrued liabilities are representative of fair value bacause of the short-term nature of
these instruments.

Falr Vaiue of Financial Liabillties Recorded at the Carrying Amount
Exelon

The carrying amourts and fair values of Exelon’s long-term debt and SNF obligation as of December 31, 20608 and 2008 were as follows:

2009 2008

- Carrying ~ Fak Carylng Falr

__Amount Value Amount Value
Long-term debt (including amounts dus within ane year) . § wedd  §izpsd. FT4E  §iosee
Long-term debt to PETT (including amounts due within one year} 415 426 ) 1,124 1,193
Long-term debt to other financing trusts ) St WO RS T 20
Spent nuclear fuel obligation 1,017 832 o 1015 544
Preferred securities of subsidiary S ‘ oo L - 87T o83 L 8Y U el

Fair values of long-term debt are determined by a valuation madel, which is based on a conventional discounted cash flow methodology and
utizes assumptions of current market pricing curves. The fair value of preferred securities of subsidiaries is determined using observable market
prices as these securities are actively traded. The carrying amount of Exelon's and Generation's SNF obligation resulted from a contract with the
DOE fo pravide for disposal of SNF from Generation's nuclear generating stations. Exelon’s and Generation's obligation to the DOE accrues at the
13-week Treasury rate and fair value was determined by comparing the carrying amount of the pbligation at the 13-week Treasury rate to the
present value of the obligation discounted using the prevailing Treasury rate for a long-term obiigation with an estimated maturity of 2020 (after
being adjusted for Generation’s credit risk).

Generation

The carrying amounts and fair vetues of Generation's long-ierm debt and SNF cobligation as of Dacember 31, 2008 and 2008 were as
follows:

2009 2008

Camying r Carryng Fair
L Amount o alue Amaurnt Valus
Long-term debt (including ameounts dus withinaneyean) -~ - . S L BUEeRT R SR R 3 TR
Spent nuclear fuel obligation 1.017 832 1015 544
219

Source: EXELON CORP, 10-K, February 05, 2010 Pewered oy Miringstar® Document Research 3
H



Jable of Contents
Combined Notes to Consolidated Financial Statements—{Continuad)
(Oollars In milllons, except per share data unless otherwise noted)
ComEd
The camrying amounts and fair values of ComEd's long-term debt as of December 31, 2009 and 2008 were as follows:

2008 2008
Camying . Fair “Camying __ Fawr
e e i o . Amount | Value Amount Valus
Long-enm debt (including amourte dus withinone year) . - e L B AT K Boez  § 4726 § 4510
Long-term debt to financing trust 206 167 206 100

FECO

The carrying amounts and fair values of PECO's long-term debt and preferred sacurities as of December 31, 2009 and 2008 were as
follows:

2000 2008
Carmrying Fair Carnrying Falr
Amount Value Amaunt Valus
Long-ferm debt (including amounts due within one year) ’ §7 2391 - §238 § 1977 §1.054
Long-term debt to PETT (including amounts due within one year) 415 426 1,124 1,193
Long-term debt o other financing trusts C : 184 458 - 184 100
Preferred securities a7 63 B? 63

Recurring Fair Value Measurements

To increase consistency and comparability in failr value measurements, the FASB established a fair value hierarchy that prioritizes the inputs
to valuation techniques used to measure fair value into three levels as follows:

*  Level 1—quoted prices (unadjusted) in active markets for identical assets or liabilities that the Registrants have the ability to access as
of the reparting date. Financial assets and liabilities utilizing Level 1 inputs include active exchange-traded equity securities,
exchange-based derivatives, mutual funds and money market funds.

+  Level 2—Inputs other than quoted prices included within Level 1 that are directly observakile for the asset or hability or indirectly
observable through corroboration with observable market data. Financial assets and liabilities uillizing Level 2 inputs include fixed
income securities, non-exchange-hased derivatives, commingled investment funds priced at NAY per fund share and fair value hedges.

*  Level 3—unobservable inputs, such as internally developed pricing models for the asset or liability due lo lithe or no market activity for
the asset or liability. Financial assets and liabilities wilizing Level 3 inputs include infrequently traded ron-exchange-based derivatives.

Upon Exelon’s and Generation’s initial adopiion of the authoritative guidance for fair valus measurements, and in periods since adoption,
Exelon and Generation have classified Investments In NDT commingled funds, reported at NAV, within Level 3 of the fair value hierarchy. The
FASB issued autharitative guidance in September 2009, effective for periods ending after December 15, 2009, indicating that if a reporting entity
has the ability to redeem its investment at NAV at the measurement
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date of at 2 future date, it shall be classified as Leved 2 in the falr value hierarchy. As of December 31, 2009, Exelon and Generation continue to
report these investments at NAV without adjustment and have classified them within Level 2 of the feir vatue hierarchy.

See Note 13—Retirement Benefits for further information regarding the fair value and related valuation techniques for pension and

postretirement plan assets.

Exelon

The following table presents asssts shd liabilities measured and recorded at fair value on Exelon's Consolidated Balance Sheets on &
recurring basis and their level within the fair value hierarchy as of Decernber 31, 2009 and 2008;

As of December 31, 2009

_Lovel 1 _ Laval2 Loved 3 Totat
heacts L e
Cash equivaients ) . $ 1,845
Nuclear decommissioning trust fund Investments R
Cash equivalents,, 2 :
Equity securities 1528 - i 528
Commingled funds © - 2,088 -— 2088
Debt securities issued by the U.S. Treasury and ofher .. govammment corporations o o
snd agencies 514 9. .. — . &30
Debt securities issued by states of the Unltecl States and polmcal subdwrssons of the
states —
Corporate debt securities - -
Fedaral agency mortgage-backed securities -
Commercial mortgage-backed securiias (non-agency} R
Residential mortgage-backed securities (non-agmcyj -
Other debt obligations o=
Nuclear de@gmm!ssmnmg trust fund mvestrnents
subtotal 2,041
Rabbi trust Investiments B
Cash equivalents 28
‘Mutyal funds 243 -
Rabbi trust mvesiments subtota| @i 41
Mark-to-market derivative net (liabilities) assels ey
Total assata 3,923
Liabllities e
Deferred compensation —_
Servicing liability el
Total liabilities —
Total nat assets (liabilities) 53883
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As of Dacambar 31, 2008 Laval 1 Level 2 Level 3 Total
. - Lo T e e L e, yo T 2 W,,,v-:,‘_.,,.-,};. "::,""'"""""'"‘,'_ i

Cash equivalents o

Cash equwalen&(b,
Commlngled funds — 94 1,220 1,314
-Debtsecxﬂﬁesissueuwmeu, "Tmasuryandqmervs gwarrmnteomoratmand“ Vo i T o
agencies - —_ 510
Debt securities issued by states of the United Stales and political subdivisions of the
states —_ 414
Corporate debt seautities > - & ‘ — - 784
Federal agency marigage-backed s sacurﬂ:as L —_ 1,501
- Commerdial inortgage-backed Secirities (hon-agancy) A T — 114
Cther debt obligations — 107
Nuctear demmmlssmning trust fund investments S CesmtE o e S
subtotal ) 1,341 3078 0 1,220 5,637
Rabbi trust investments
Cash equival

Mutual funds
S " Rabbl frust investm: G%Btota!
Mark-to- rnarket derlvaiwe net assets

Total asaets .
Liabilities
Diéferred con

Servicing llabllny '
Total net aSEGIS $ 2626 § 3,797 $ 1,324 $ 7,747

() Excludes certain cash aquivalents considered to be held-to-maturity and not reported at fair value.

{b) Generation's NDT funds hold equity portfolios whose performance is benchmarked against the S&P 500 Index, Russell 3000 Index or Morgan Stenley Capitel International
Europe, Australasia and Far Easi (EAFE) Index.

{¢} Generation's NDT funds awn commingled funde that invest in both equity and fixed income securities. The commingled funds that invest in equity securities seek to track
the parformance of the S&P 500 Index, Morgan Stanley Capital Intermnational EAFE Index and Russell 3000 Index. The commingled funds that hold fixed income securities
invest prirmarily in a diversified portfolio of high grade money market instruments and other shori-term fixed income securities.

(d) Excludes net assets of $76 million and net liabilities of $137 million consisting of payables relaled to panding securities purchases net of cash, interest receivables and
raceivables related to pending securities sales at December 31, 2002 and Dacamber 31, 2008, respectively.

(e} The mutual funds held by the Rabbi trusts invest in large cap equity securities and municipal debt sesurities. During the second quartar of 2009, Exelon and ComEd
racordad an cther-than-temparary impalment of $7 million {pre-tax) related 1o Rabbi trust investments in other income and daductions.

() Excludes $23 million and 312 million of the cash surrender value of life insurance investments at December 31, 2009 and December 31, 2008, respectively,
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{g) Includes both current and noncurrent mark-to-market derivative assats and interest rate swaps, and is net of current and noncyrrent mark-to-market derivalive liabilities. In
sddition, the Lavel 3 balance does not include current and nencurrent assets for Generatlon and current and noncerrent lisbilities for ComEd of $302 milion and $660
million at December 31, 2009 and $111 miflion and $345 million at December 31, 2008, respectively, related to the 1air value of Gengration’s financlal swap contract with
ComEd, and a nencurrent asset of $2 million ai Decembear 31, 2009 ralated to the fair value of Generation's block contracts with PECQ, which efminate upon
consolidation in Exalon’'s Consolidated Financial Statements.

{h} Includes collateral postings received from and peid to counterpariies. Collateral received from counterparties, net of collateral paid to counterparties, totaled $3 million,
%841 million and $3 million that are netted apainst Leval 1, { evel 2 and Level 3 mark-to-merket derivative net asasats, respectively, as of December 31, 2009, Cobiateral
received from counterparties, nat of collateral paid 10 counterparties, loialed $11 millicn, 5741 mition and $1 milion thal are netted ageinst Level 1, Level 2 and Lavel 3 -
mark-tc-market derivative net assets, respectively, as of December 31, 2008.

{iy Exelon and Generation reclassified certain assats and liabilities with respeci lo option premiums into the mark-to-market net asset and fiability accaunts to conform with
the cumrent year presentation. Rafer to Nota 8-Derivative Financial Instruments for further disgussion. The impact of the reclassification was an incresse of $245 million to
Level 2 mark-to-market derivative net assets.

The following table presents the fair value reconciliation of Level 3 assels and liabilities measured at fair value on a recurring basis during
the years ended December 31, 2009 and 2008:

Nuclaar
Dacommissioning
Trust Fund Mark-io-Market

For tha Yaar Ended December 31, 2009 Investments Darlvativas

Balance as of January 1, 2009 ) ] L §TTTES
Total realized / unrealized gains (losses)

Included in income h ISR k| B (1A L
Included in other comprehensive income — 5 ) =
Inciuded in requlatory assetsMiabifities - L 275 : @y e b
Change in collateral — (2)
Purchases, sales and issuances, net - - 7 AR
Transfers out of Level 3 1,951)lc (17)
Balance as of December 31, 2008 S E = TP T TR - &

The amount of total losses included in income:
attributed to the change in unrealized gains
{tosses) related to assets and liabilities held as of
December 31, 2009 5 — L (79) 3 — 5 9

() Includes the reclassification of $55 millon of realized losses due to tha settlement of derdvative contracts recorded in results of aperations.

(b} Excludes $782 million of changas in the fair valus and $267 million of realized losses due to seitlements associated with (eneration’s financial swap contract with ComEd,
and $2 million of changes in the fair value of Generation’s biock contracts with PECO, All items eliminate upan consclidation in Exelon's Consolidated Financial
Statements.

(c) As of December 31, 2009, Investmants in NDT commingled funds, statad at NAV, ware translerred out of Level 3 and inte Level 2 in accordance with FASB issued
authoritative guidance noted above.
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Nuclear
Decommissioning
Trust Fund Mark-to-Market Servicing
For the Year Ended Dacombaer 31 2008 investments Derivatives -Liabili Total
Balgrice as of Janiary. 1, 2008 RS S $ Z018 i -3 e ey - §2070
Total realized / unrealized (losses) galns ‘ L . . Sk
- Indluded n ntome’ R : ’ {321} RS- . o A1} (287}
Included in other comprehenswe |noome . — R — (32)
Ircludod Inrogutatory liabiliies -~ < T T .- - (5593) e e . (553}
Change in collateral — i (1)
Purchases, sales and lssuances, et ST 108 —_— 109
Transfers into (out of ) Level 3 (34) — 18
Balance-as of Uscember31: 2008~ - o e g 220 8 $ 1,324
The amount of total gains (losses) included in incoms
aftributed to the change In unrealized gains (losses)
related to agsets and liabilittes hekd as of
December 31, 2008 3 (310) $ 125 5y — $ (185)

(8} Includes the reclassificalion of $20 million of realized Ipsses due to the satiement of derivative coniracts recorded in resulls of operations.

(b} Excludes $888 miflion of changes in the falr value and $24 milion of realized gains due to settlements assoclaled with Ganeration's financial swap contract with ComEd.
All items aliminate upon consolidation in Exelon’s C:onsohdated Financial Stalements.

The followmg table presents total realized and unreglized gains (losses) inctuded in income for Leve! 3 assets and liabilities measured at fair
valus on & racurring basis during the years ended December 31, 2009 and 2008:

Operating Purchasad
" o . o Revenue o Powar - _Fual  Other, net
Toba (losse5Y galris fnchidect i income for tho year ended Decsmber 81,2009 . & (86 o “F Ay o R FT
Change in the unreaiized losses relating to assets and liabilities held as of the
year ended Decernber 31, 2009 $ 2) 5 (8} § (69) F —
Oparating
Revanue - _Fuel Other, net
Totat giiins (deses) included in‘incotme for the year ended December 31,2008 - § . €3 . - FEy T R
Changs in the unrealized gains (losses) relating to assets and liabilities held as
of the year ended December 31, 2008 § 107 $ (34) % 52 5 (310)
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Generation

The following table presents assets and liabilides measured and recarded at fair value on Generation's Consolidated Balence Sheets on a
recurring basis and their level within the fair value hierarchy as of December 31, 2008 and December 31, 2008:

As of December 31, 2000 7
Assets ) : o Do T T
Cash equivalents
Muclear decommissioning trust fund investments
Cash equivalentsy,
Equity securities
Commingled funds ©

Debt securities issued by the U.S. Treasury and other U, S gavemmem oorporaﬁons o
and agencies

Debt securities issued by states of the United States and polmcal subdwlsnons of the
states

Corporate debt securities

Federal agency mortgage-backed sacurities

Commercial mortgage-backed securities (non-agency)

Residential morigage-backed securiies (non-agency)

Other debt obligations

Nuclear decommlsswmn(g trust fund investments subiotal

Rabbi trust invesiments

Mark-to-market derivative net (liabilities) asseis i)
Total assets

Liabilities

Defefred compensation

Total liabilities

Total net assets
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Asof Dacamber31 2008 . Level 1 Lovel 2 Lovel 3 Tofal

{*,;)‘,.;,u e
Cash equwalents

$ 1,103
Nuclesr deconiisaioning frust furid investrients '

$ 1,103

Cash equwalentsm [ 13
Commlngled funds - 1,220 1,314
- Drebt securities] mued bythe US Treasury and other U.S. gcmammem comporations and:’ ’
agencies - ’ m 51(]
Deabt securities issued by states of the United States and political subdivisions of the
siates - M4
‘Corporate debl secirities” B wh Rk 7R
_ Federal agency moﬂgage backed secuntlea - 1,501
- Comverciat inontgage-backed secuitties: (mn—agency) -
Other debt abligations —_ 107
Nuclear decommissioning trust furid investments subtatal 43y Capre - 12300 7
ot 1 r:?)m 341 3,076 1,220 5,68
rust investments " — 4 —_ 4
Mark-to-market derivative net assets % - - 12 789 562 1,363
Total assefs 2,456 3,869 1,782 8,107
Liabilities IR EAT A N N T
Deferred compensaiion — (25) — {25}
Total tiabitities > - o S R S B BRI .-+ T IR -+ ) £
Total net assets . $ 2456 8§ 3844 $ 1782 §B,082

{a) Excludes certain cash equivalents considered io be heid-lo-maturity and not repcrted at fair value.

(b} Genaration’s NDT funds hold aquity portfolios whose performance is benchmarked against the S&P 500 Index, Russell 3000 Index or Morgan Stanley Capital International
EAFE Index.

{c) Genaration's NDT funds own commingled funds that invest in both equity and fixed income securities. The commingled funds that invest in equity securitios seek to malch
the performanca of the S&P 500 Index, Morgan Stanley Capital imtemational EAFE Index and Russell 3000 index. Tha eommingled funds that hold fixed incoms securities
invest pimarlly in a diversifled portiolio of high grade money market instruments and other short-term fixed incoma securlties.

{d) Excludes net assets of $76 million and net liabiliies of $137 million at December 31, 2009 and Dacember 31, 2008, respectively. These items consist of payables related
to pending secwrities purchases net of cash, interest and dividend receivables and receivables related to pending securities sales.

(¢) The mutual funds held by the Rabbi frusts that are invested in commaon stack of $&P 500 companiss and Pennsylvania municipal bonds that are primarily raled as
investment grade.

(f}  Excludes 57 million and 58 million of the cash sumender value of lifie insurance investments at Decamber 31, 2009 and Decamber 31, 2008, respactively.

(g) Includes both current and noncurrent mark-to-market derivaiive assets, and is net of current and noncurrent mark-lo-market derivative ligbilities. In addition, the Level 3
balanca includes curent and noncurrent assets for Generation of $302 million and $669 million at December 31, 2009 and $111 million and $345 million at Oecember 31,
2008, reapectively, relaled to the fair value of Generation's financial swap contract with ComEd, and a noncurrent asset of $2 million at December 31, 2009 related to the
fair valua of Generation’s block contracts with PECQ, All of the mark-to-market balances Generation carries agsoctlated with the financisl swap contract with ComEd and
the black contracts with PECQ eliminals upon consolidation in Exslon’s Consolidated Financial Statements.

(h) Includes collateral postings received from and paic to counterparties. Collateral received from counterpartios, net of collateral paid to counterparties, totaled $3 million,
$941 million and $3 million that are netted against Level 1. Level 2 and Level 3 mark-to-markat derivativa net assets, respactively, as of December 31, 2009. Colateral
received from counterpartios, net of collaleral paid to counterparties, totated $11 million, $741 million and 31 million that are netted against Lavel 1, Level 2 and Lovel 3
mark-io-market derivative net assets, raspactively, as of Dacambar 31, 2008.
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(i) Exelon and Generation retrospectively reclassifiad cerain assels and liabiities with respect to option premiums into the mark-to-market nel assst and liabikty accounts to
conform wilh the cument yaar presentation. Refer to Note 8-Denvetive Financial Insiruments for further discussion, The impact of the reciassification was an increase of
$245 milion 10 Lovel 2 mark-10-market dervative et assels.

The following table presents the fair value reconcillation of Lavel 3 assets and labilities measured at fair value on a recurring basis during
the years ended December 31, 2008 and 2008:

Muclear
Decommissioning
Trust Fund Mark4o-Market
Year Ended December 31, 2009 Investments Darivatives Total
Balance as of January 1, 2008 e R |
Total unrealized / realized gains (losses) . y . _—
Included in income R ST e RS |- R TSR PR | -1 Lok VR 4 - )
included in other comprehensive income — ' 4 52201 522
included in noncurrent payables to affiliates C : : o - PT ol e e
Change in Collateral — {2) - (2)
Purchases, sales, issuances and setements, net /T b= 337
Transfers out of Level 3 1,951)@ (17) {1,968}
Balance as of December 31, 2009 .3 - $ 0 93 5 93t
The amount of total gains losses included in income attributed to the
change In unrealized losses relaled to assets and liabilities held
as of December 31, 2009 $ - $ {79) 5 (9

{a) Inclucles the raclassification of $55 million of realized losses due to the setilement of derivative contracts recorded in results of operations.

() Includes $782 million of changes in the fair value and $267 million of realized losses due 1o seftlements associaied with Generation's financial swap with ComEd, Also
includes $2 million of changes in the fair value of Generation’s blogk contracts with PECO. All items eliminate upen consclidation in Exelon's Consolidated Financiel
Statements.

(¢) As of December 31, 2009, investmsnis in NDT commingled funds, stated at NAV, wers transferred oul of Level 3 and inlo Level 2, in accordance with FASH issued
authoritative guidance noted above.

Nuclear
Decommissioning
Trust Fund Mark-to-Market
Year Entled December 31_2008 Invesime Derivatives Total
Balance as of January 1, 2008 S B SR - %
Total unrealized [ realized (losses) gains
Included in income ’ A , o (821)
Included in other comprehensive income —
Included in noncurrent payables 1o affiiates : . . . - {6B3) -
Change in Collateral . _
Purchases, sales, issuances and seltlements, net Lo S g DG
Transfers inta or (out of) Levet 3 (34
Balance as of December 31, 2008 - LT Ty R 1,220
The amount of total (losses) gains included in income attributed to the
change in unrealized gains (losses) related to assets and liabilities
held as of December 31, 2008 $ (310) § 125 $ (185)
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{8} Includes the reclassification of 390 million of realized kosses due to the settlement of derivalive contracts recorded in resulis of aperations.

{0} Includes $888 million of changes in the fair value and $24 million of realized gains due to seftlements associated with Generation's financial swap with ComEd. All items
eliminate upon consolidation in Exelon's Consolidated Financial Statements.

The fallowing table presentis total realized and unrealized gains (losses) included in income for Levet 3 assets and liabilities measured at fair
value on a recurring basis during the years ended December 31, 2009 and 2008:

Operating Purchased
- - . o Revenue Fusl Other, net
Totai gains (losses) inclidad in-incoms for the year ended December 31,2008 - % @8 . F om0 @y 0 F 118
Changs in the unrealized losses relating to assets and liabilities held as of the
year ended December 31, 2009 $ (2) 3 (8) $ (69) $ —
Oparating Purchased
_ Revenue __Power ~ Fuel Qiher, nat
Totat gains (losses) induded in income for the year ended December 31, 2008 3 63 . % (1) . §(16) $ (327)
Change in the unrealized gains (losses) relating to asseis and liabilities held as
of the year ended December 31, 2008 $ 107 5 (34) $ 52 § (MM
ComEd

The following table presents assets measured and recorded at fair value on ComEd’s Consolidated Balance Sheets on a recurring basis and
thair level within the fair value hierarchy as of December 31, 2009 and 2008:

As of December 31, 2009 Total
Cash equwalents % 25
Rabii trust investrents - S

Gash equwalents 28
Llablltties L L ‘

i P LG

Mark—to-markel denvatlve Habillties (971)
Total nel assets (Ilabllltles) (8) $ [971) $ (926)
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As of December 31, 2003 Level1
Cash equivalents $ 18
Rahbbi trust investments o

Cash equivalggts 2

Mutual funds - v I

Rabbi trust investment subltotal —34

Total assets i3
Liabiilties '
Deferred compensation obligation =
Mark-to-marked derivative liabilities —
Tata! Habilities T =
Total net assets (liabllitles) $ 50

{a} Excludes cgrtain cash equivalents considened to be held-to-maturity and not reported at fair value.

(b) dDuringllhe secend quarter of 2009, ComEd recorded an siher-than-tamporary impairment of $7 million (pre-tax) related to Rabbi frust invastmante in other income and
eductions.

{c} The Level 3 balance s comprised of the cement and noncurrent lability of $302 million and $669 million al Decamber 31, 2009, respactively, and §111 millon and $345
million at December 31, 2008, respectivaly, related ic the fair value of ComEd’s financial swap caniract with Generation which aliminates upon consolidation in Exalon's
Consolidated Financial Statements.

{dy The mulual funds hedd by the Rabbt trusts invest in stocks in the Russall 1000 index and muricipal securities that arg primarily rated as investment grade.

The following tables present the fair value reconciliation of Lavel 3 assels measured at fair value on a recurring basis during the years ended
December 31, 2009 and 2C08:

For the Year Ended December 31, 2009 _ _ ‘
Balance as of January 1, 2009 R N
Total realized / unrealized gains (losses) Included Ir| regulatory asseis
Balance as of December 31, 2009

{a) includes $782 million of changes in the fair vaiue and $267 million of realized gains due 1o setilemenis associated with ComEd's financial swap with Generation. All lems
sliminate upon consolidation in Exelon's Consolidated Financial Statements.

Mark-to-Markei
For the Year Ended Decembar 31, 2008

i Derivatives
Balance as of January 1, 2008 C o [ PR

Total realized / unreatized |osses included in regulatory assets

Balance as of December 31, 2008 . U - T

{a} Includes $B88 million of changes in the Fair value and $24 million of realized iossas dus to selflements associated with ComEd’s financial swap with Generation. All Hems
eliminale upon consolidation in Exelon’s Consclidated Financial Stalemenis.
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PECO

The following table presents assefs and fiabifities measured and recorded at fair value on PECO's Consolidated Balance Sheetson a
recurring basis and their level within the fair value hierarchy as of December 31, 2009 and 2008:

Decambﬁr 31I 2!25 - Total
Cash equwalents e $28
Rabbi trust fitve witial funds ™' eR
Total assets 288
Lisbitities - R R D .
Deferred compensailon obligatmn @ (25)
Mark-to-market dérivative fabilities - i
Sarvicing liabmty (2)
Total liabilities U (31
Total net assets [I|ab|l|mas) § 257
As _Df Dacamber 31‘. ?O_IIB Total
Arcats o G T
Cash equivalents o0 $ 26
Rabbi frist iwestments—mutual funde . . X
Total assets 32 _
Liabilities SRR S
Deferred mmpensatlon obligatlon (23)
Servicing flabiity - R AL '
Total liabilities ‘ ‘ (30)
Total het acsets {liabitities) - SR S

{a) Excludes certain cash equivalents considered to be held-ta-maturity and not reported at fair value.

{b} The mutual funds held by the Rabhi Trust invest in the common stock of S&P 500 companies and Pennsylvania municipal bends that are primarily rated as invesiment
grade,

{c) Excludes $12 million and $10 millon of the cash surrendaer value of life insurance investments at December 31, 2009 and Decamber 31, 2008, raspactively.

{d} The Level 3 balance represents a nancurrent lability of $4 million at December 31, 2009 relatad to the: air value of PECO's blocik contracts, which mcludes s $2 million
noncurrent lability related to the fair valus of PECD’s black contracls with Generation that eliminates upon consolidation in Exeion’s Consaiidated Financial Statements,
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The following table presents the fair value reconciliation of Level 3 assets measurad at fair value on a recurring basis during the years ended
December 31, 2009 and 2008:

Mark-to-Market
For the Year Ended December 31, 2009 Dwrivatives
Balance as of January 1, 2008- S . A
Total unrealized losses included in regulatory assets 4)
Balance as of December 31, 2008 R T T -
Mark-to-Market
Far the Year Ended Decamber 11, 2008 Derivativas

Balance as of January 1, 2008 oD S D .
Total unrealized losses included in net |nmme —

Balance as of December 31, 2008 ‘ E C =T

Valuation Technlques Used to Determine Fair Valua
The following describes the valuation techniques used to measure the fair velue of the assets and libilities shown In the tables above,

Cash Equivalents (Exelon, Generation, ComEd and PECQ). The Registrants’ cash eguivalents Inciude investments with maturities of three
months or less when purchased. The cash equivalents shown in the fair value table are comprised of invesiments in mutual and money market

funds. The fair values of the sharas of these funds are based on ohservable market prices and, therefore, have been categorized In Level 1 in the
fair value hierarchy.

Nuclear Decommissioning Trust Fund Investments (Exelon and Generation}. The trust fund Invesiments have been established to satisfy
Exelon’s and Generation’s nuclear decommissloning obligations. The ND'T 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 trusts. These policies restrict the trust funds from helding alternative investments and limit the trust funds’ exposures 1o investments in
highly illiquid markets. Investments with maturities of three manths or less when purchased, including certain short-term fixed income securities,
are considered cash equivalents and included In the recurring fair value measuraements hierarchy as Level 1 or Level 2.

With respect to individually held equity securities, the trustees ohtain prices from pricing sarvices, whose prices are obtained from direct
feeds from market exchanges, which Generation is able to independantly corrobarate. The fair values of equity securities heid directly by the trust
funds are based on quoted prices in active markets and ars categorized in Level 1. Equity securities held individually are primarity traded on the
New York Stock Exchange and NASDAQ—GIlabal Select Market, which contain only actively traded securities due to the volume trading
requirements imposed by these exchanges.

Feor fixed income securities, multiple prices and price types are obtained from pricing vendors whenever possible, which enables
cross-provider validations in addition to checks for unusual daily movemnents. A primary price source is identified based on asset type, class or
issye for each security.
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The trustees monitor prices supplied by pricing services and may use a supplemental price source or change the primary price source of a given
security if the portolio managers challenge an assigned price and the trusiees determine that anather price source is considerad to be preferable,
Generation has obtained an understanding of how these prices are derived, including the nature and observability of the inputs used in deriving
such prices. Additionally, Generation selectively corroborales the fair values of securities by comparison to other market-based price sources. U.S.
Treasury securities are categorized as Level 1 because they trade in a highly liquid and transparent market. The fair values of fixed incorne
securities, excluding U.S. Treasury securities, are based on evaluated prices that reflect observable market information, such as actual trade
information of similar securities, adjusted for observable differences and are categorized in Level 2. To draw parallels from the trading and quoting
of fixed income securities with similar features, pricing services consider vanous characteristics including the issuer, maturity, purpose of lcan,
collateral atiributes, prepayment speeds, interest rates and credit ratings in order to propedy value these securities.

Commingled funds, which are similar to mutual funds, are maintained by investment companies and hold certain investments in accordance
with a stated set of fund objectives. The falr values of short-term commingled funds held within the trust funds, which generally hold short-term
fixed income securities and are not subject 1o restrictions regarding the purchase or sale of shares, are derived from observable prices. The
ohjectives of the remaining commingled funds in which Exeion and Generation Invest primarily seek to track the performance of certain equity
indices by purchasing equity securities to replicate the capitalization and characteristics of the indices. In general, equity commingled funds are
redeemable on the 15th of the month and the last business day of the month, however, the fund manager may designate any day as a valuation
date for the purpose of purchasing or redeeming units. Commingled funds are categorized in Level 2 at December 31, 2009 because the fair value
of the funds are based on NAVS per fund share (the unit of account), primarily derived from the guoted prices in active markets of the underlying
equity securities and because they are offered to a limited group of investors and, therefore, not traded In an active market. See Note 11—Asset
Retirement Cbligations for further discussion on the NDT fund investmants.

Rabbi Trust investments (Exelon, Generation, CormnEd and FECQ). The Rabhbi trusts were establishad to hold assets related to deferred
compensation plans existing for cerfain active and retired members of Exelon's executive management and directors. The Investments in the
Rabbl trusts are included in investments in the Registrants’ Consuolidatad Balance Sheets. The fair values of the shares of the funds are based on
observabla market prices and, therefore, have been categorized in Level 1 in the fair value hierarchy,

The Registrants evaluate the securities held in their Rabbi trusts for other-than-temporary impairment by analyzing the historical
performance, cost basis and market value of securities in unrealized loss positions in comparison to related market indices. During June 2009,
ComEd concluded that certain investments were other-than-temporarily impaired based an various factors assessed in the aggregats. induding
the duration and saverity of the impaimnent, the anticipated recovery of the securities and considerations of ComEd’s ability and intent to hoid the
investments until the recovery of their cost basis. This analysis resulted in an impairment charge of $7 million (pre-tax) recorded in other incoma
and deductions associated with ComEd's investments held in Rabbi trusts.

Mark-to-Market Derivatives (Exelon, Generation, ComEd and PECQ). Derivative contracts are traded in both axchange-based and
non-exchange-based markets. Exchange-based derivatives that are valued using unadjusted quoted prices in active markets are categarized in
Leval 1 in the fair value hierarchy. Certain non-exchange-based derivatives are valued using indicative price quotations
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available through brokers or over-the-counter, on-fine exchangas and are categorized in Level 2. These price quotations reflect the average of the
bid-ask, mid-point prices and are obtained from sources thal the Registrants believe provide the most liquid market for the commodity. The price
quotations are reviewed and corroborated to ensure the prices are observable and represeniative of an orderly transaction between market
participants. This includes consideration of actual transaction volumes, market dedivery points, bid-ask spreads ard contract duration. The
remainder of non-exchange-based derivative contracts is valued using the Black model, an industry standard option valuation model. The Black
model takes into account inputs such as contract terms, including maturity, and market parameters, including assurmptions of the future prices of
energy, interest rates, volatility, credit worthiness and credit spread. For non-exchange-based derivatives that trade in liquid markets, such as
generic forwards, swaps and options, model inputs are generally observable. Such instruments are categorized in Level 2. The Registrants’
non-exchange-based derivatives are predominately at liquid trading points. For non-exchange-based derivatives that trade in less liquid markets
with limited pricing information, such as the financial swap contract between Generation and ComEd, model inputs generally would include both
observable and unobservable inputs. These valuations may include an estimated basis adjusiment from an Hliquid rading point to a liquid trading
point for which aclive price quotations are avaitable. For valuations that include both ohservable and unobservable inputs, If the unobserveble
input is detenmined to be significant to the overall inputs, the entire valuation is categorized in Level 3. In inglances 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 credit and nonperformance risk in the valuation of derivative contracts categorized in Level

1, 2 and 3, including both historical and current market data in their assessment of credit and nonperformanee risk. The impacts of credit and
nonperformance risk were not material ta the financial statements.

Exelon may utilize fixed-to-floating interest rate swaps, which are typically deslgnated as fair value hedges, as a means to achieve its
targeted level of variable-rate debt as a percent of total debt. In addition, the Registrants may ilize interest rate derivatives to lock in inferest rate
levels in anticipation of future financings, which are typically designated as cash fiow hedges. Exelon uses a calculation of fulure cash inflaws and
estimated future outflows related to the swap agreements, which are discounted and netted to determine the current fair value, Additional inputs to
the present value calculation include the contract terms, counterparty credit risk and market parameters such as interest rates and volatility. As
these inputs are based on observable data and valuations of similer instruments, the interest rate swaps are categorized in Level 2 in the fair vaiue
hierarchy. See Note 8—Derivative Financlal Instruments for further discussion on mark-to-market derivatives.

Deferred Campensation Qhfigations (Exelon, Generation, ComEd and PECO}. The Registrants’ deferred compensation plans allow
paerticipants to defer certain cash compensation into a notional investment account. The Registrants include such plans in other current and
noncurrent liabilities in their Consolidated Balance Sheels. The value of the Registrants’ deferred compensatlan obligations is based on the market
value of the participants’ notional investment accounts. The notlonal investments are comprised primarily of mutual funds, which are based on

observable market prices. However, since the deferred compenasation obligations themselves are not exchanged in an active market, they are
categorized in Level 2 in the fair value hierarchy.

Servicing Liability (Exelon and PECO). PECG |s party 1o an agreement with a financial institution under which it sold an undivided interest,

adjusted dally, in up 10 $225 million of designated accounts recelvable. A servicing liability was recarded for the agreement in accordance with the
current
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authoritative guidance for servicing of assets and extinguishment of lfabfliles. The servicing liability Is included In other current liabllities in
Exeion’s and PECO's Consolidated Balance Sheets. The fair value of the liability has been determined using intermnal estimates based on
provisions in the agreament, which are categorized as Level 3 inputs in the falr vaiue hierarchy. See Nete 18—Commitments and Contingencies
for further discussion on the accounts receivable agreement.

Non-recurring Falr Value Measurements
Asset Impairment (Exefan and Generation)

As discussed In Note 4—Property, Plant and Equipment, as of March 31, 2009, Generation fested its Texas plants for potential impatrment
and recognized an impairment charge of $2232 million in the first quarter of 2009 to reduce the carrying value of the Handley and Mountain Creek
stations to fair value.

The impairment charge recorded by Generation for the Handley and Mountain Creek stations incorporated the fair values of the plants using
unobservable inputs falling within Level 3 of the fair value hierarchy. Generation determined fair value considering multiple valuation techniques
including the income (discounted cash flow), market {available comparables) and cost (replacement cost} vaiuation approaches. The results were
evaluated and weighted, considering the reasonableness of the range indicated by those results. Significant Inputs used under the income
approach included forecasted cash flows based on forecasted generation, forward prices of natural gas and eleciricity, overall generation
availability ERCOT and discount rate assumptions. Significant inputs under the transaction approach Included market multiples that were derived
from comparable transactions for peaking plants in ERCOT and other market regions and discount rate assumptions.

8. Derivative Financial Instruments {(Exelon, Generation, ComEd and PECO)

The Registrants are sxposed to certain risks related to ongoing business operations. The primary risks managed by using derivative
instruments are commadity price risk and Interest rate risk. To the extent the amount of energy Exelon generates differs from the amount of
anergy it has confracted to sell, the Registrants are exposed to market fluctuations in the prices of electricity, fossil fuels, and other commaodities.
The Registrants employ established policles and procedures to manage thelr risks associated with market fluctuations by entering into physical
contracts as well as financial derivative contracts including swaps, futures, forwards, options and short-term and long-lerm commitments to
purchase and sell energy and energy-related products. The Registrants believe these instruments, which are classifled as either economic hedges
or non-derivatives, mitigate exposure to fluctuations in commodity prices. Exposure to interest rate risk exisls as a result of the isguance of
variable and fixed-rate debt, commercial paper and lines of cradit.

Derivative accounting guidance requires that derivative instruments be recognized as either assets or liabilities al fair value. Under these
pravisions, economic hedges are recognized on the balanca sheet at their falr value unless they quallfy for the normal purchases and normal sales
scope exception. The Registrants have applied the nommal purchases and normal sales scope exception to certain derivative contracts for the
forward sale of generation, power procurement agreemsents, and natural gas supply agreernents. For economic hedges that quallfy and are
designated as cash flow hedges, the partion of the derivative gain or loss that is effective in offsetting the changa in value of the underlying
exposure is deferred in accumulated OCI and later reclassified into eamings when the underlying transaction occurs. For economic hedges that do
not qualify or are not designated as cash flow hedges, changes in the fair vaiue of the derivative are recognized in eamings each pericd and are
dlassified as other derivatives in the following tabies. Non-derivative contracts for accass to additional
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generation and for sales to load-serving enlities are accounted for primarily under the accrual method of accounting, which s further discussed in
Note 18 — Commitments and Contingencies. Additionally, Generation is exposed to certain market risks through its proprietary rading activities.
The proprietary activiies are a complement to Generation's energy marketing portfolio but represent a small portion of Generation’s overall energy
marketing activities.

Commodity Price Risk {Exefon, Generation, ComEd and PECO)

Economic Hedging. The Registrants are exposed to commadity price risk primarily relating o changes in the market price of electricity, fossil
fuels, and other commodities assaciated with price movements resutting from changes in supply and demand, fuel costs, market liquidity, weather
conditiens, governmental regulatory and environmental policies, and other factors. Within Exelon, Generation has the most exposurs to
commodity price risk. Generation uses a variety of derivative and non-derivative instruments to manage the commodity price risk of its electric
generation facilities, including power sales, fuel and energy purchases, and other energy-retated products marketed and purchased. in order to
manage these risks, Generation may enter info fixed-price derivative or non-derivative contracts to hedge the variability in future cash flows from
forscasted sales of energy and purchases of fuel and energy. The cbjectives for entering into such hedges include fixing the price for a poriion of
anticipated future electricity sales at a level that provides an acceptable retumn on electric generation operations, fixing the price of a portion of
anticipated fuel purchases for the operation of power plants, and fixing the price for a porion of anticlpated energy purchases to supply
load-serving customers. The portion of forecasted transactions hedged may vary based upon management's pollcies and hedging objectives, the
market, weather conditions, operational and other factors. Generation is also exposed 10 differences betwaen the locational setiement prices of
certain economic hedges and the hedged generating units. This price difference is actively managed through other instruments which include
financial transmission rights, whose changes in fair value are recognized in earnings each period, and auction revenue rights.

In general, increases and decreases In forward market prices have a positive and negative impact, respectively, on Generation's owned and
contracted generation positions which have not been hedged. Generation hedges commaodity risk on a ratable basis over three-year periods. As of
December 31, 2009, the percentage of expected generation hedged was 91%—84%, 69%—T72 %, and 37%—40 % for 201, 2011 and 2012,
respectively. The percentage of expectad 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 contracts including sales to ComEd
and PECO to serve their retail load.

ComEd has locked in a fixed price for a significant portion of its commodity price risk through the five-year financial swap cantract with
Generation that expires on May 31, 2013, which is discussed in more detail below. In addition, the contracts that Generation has entered into with
ComEd and that ComEd has enterad intc with Generation and other suppliers as part of the ComEd power procurement agreements, which are
further discussed in Note 2—Regulatary [ssues, qualify for the normal purchases and normal sales scope exception. Based on the llinois
Settlement Legislation and ICC-approved procurement methodologies permitting ComEd to recover its electricity procurement costs from retall
customers with no mark-up, ComEd's price risk related to power procurement is limited.

In order to fulfill a requirement of the lllinois Settlement, Generafion and ComEd entered into a five-year financial swap contract effective
August 2B, 2007, The financial swap is designed to hedge spot market purchases, which along with ComEd's remaining energy procurement
contracts, meet its
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Ioad service requirements. The remaining swap contract volumes are 2,000 MW for the period extending June 2009 through May 2010 and 3,000
MW from June 2010 through May 2013. The terms of the financial swap contract require Generation to pay the market price for a portion of
ComEd's electricity supply requirement, while ComEd pays a fixed price. The contract is to be settled net, for the difference between the fixed and
market pricing, and the financial terms only cover energy costs and do not cover capacity or ancliary services. The financial swap contractis a
derivative financial instrument that has been designated by Generation as a cash flow hedge. Consequently, Generation records the fair value of
the swap on its balance sheet and records changes in fair value to OCl. ComEd has not elected hedge accounting for this derivative financisl
instrument and records the fair value of the swap on its balance sheet However, singe the financial swap contract was deemed prudent by the
Winois Settiement Legisiation, ComBd receives full cost recovery for the contract in rates and the change in fait value each period is recorded by
ComEd as a regulatory asset or liability. See Note 2—Reguiatory Issues for additional information regarding the lllincis Settlement, In Exelon's
consolidated financial statements, all financial stalement effects of the financial swap recorded by Generation and ComEd are eliminated.

PECO has transferred substantially all of its commodity price risk related to its procurement of electric supply to Generation through a PPA
that expires December 31, 2010. The PPA is not considered a clerivative under current derivative authoritative guidance.

As part of the preparation for the expiration of the PPA, PECO has entered inta derivative contracts to procure electric supply through a
competitive RFP process as oullined in its PAPUC-approved DSP Program, which is further discussed in Note 2—Regulatory Issues. Based on
Pennsylvania legislation and the DSP Program permitting PECO to recover its electric supply procurement costs from retall custorners with no
mark-up, PECO's price risk related to electric supply procurement will be limited. PECO will lock in fixed prices for a significant portion of its
commodity price risk following the expiration of the electric ganeration rate caps through full requirements contracts and block contracts. PECO's
full requirements fixed price contracts qualify for the normal purchases and normal sales scope exception. PECO accounts for the block contracts
as other derivatives, which are recordad on its balance sheet at fair value and the changs in fair value each pericd is recarded as a regulatory
asset or liability.

PECQ's natural gas procurernent policy is designed to achieve a reasonable balance of long-tarm and short-term gas purchases under
different pricing approaches in arder to achieve system supply reliability at the least cast. PECO's reliability strategy is two-fold. First, PECO must
assura thal thers is sufficient transportation capagity to satisfy deliverability requirernents. Second, PECC must ensure that a firm source of supply
exists to utilize the capacity resources. Al of PECO's natural gas supply and management agreements that are derivatives qualify for the normal
purchases and normal sales exception. Additionally, in accordance with the 2008 PAPUC PGC settlement and to reduce the exposure of PECO
and its sustorners to natural gas price volatility, PECO has continued its program to purchase natural gas for both winter and summer supplies
using a layered approach of locking-in prices ahead of sach season with jong-term gas purchase agreements (those with primary terms of at least
twelve months). Under the terms of the 2009 PGC setlement, PECQC is required ta lock in (i.e. economically hedge) the price of a minimum
valume of its long-term gas commodity purchases. PECO's gas-hedging program covars 22% to 29% of planned natural gas purchases in support
of projected firm salas. The hedging pragram for natural gas procurement has no direct impact on PECO’s financial position or results of
oparations as natural gas costs are fully recovered from customers under the PGC.

Proprilary Trading. Generation also enters into certain energy-related derivatives for proprictary trading purposes. Proprietary trading
incdludes all contracts entered into purely to profit from market price
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changes as apposec to hedging an exposure and Is subject to limits established by Exeion’s RMC. The proprietary trading activities which
included volumes of 7,578 GWh, 8,831 GWh and 20,323 GWh for years ended December 31, 2009, 2008 and 2007, respectively, arc a

complement to Generation's energy marketing portfolio but represent a small portion of Generation’s revenue from energy marketing activities.
Neither ComEd nor PECO enter into derivatives for proprietary trading purposes.

Interest Rate Risk (Exelon, Generation and ComEd)

The Registrants use a combination of fixed-rate and variable-rate debt to manage interest rate exposure, The Registrants may also utilize
fixed-to-floaling inlerest rate swaps, which are typlcally desighated as fair value hedges, as a means to manage thelr interest rate exposurs. In
addition, the Registrants may utilize interest rate derivatives ta lock in interest rate levels in anticipation of future financings, which are fypically
designated as cash flow hedges. These sirategies are employed to achieve a lower cost of capital. A hypotheticat 10% increase in the interest
rates associated with variable-rate debt would result in less than a $1 million decrease in Exelon’s, Gensration's, and ComEd's pre-fax income for
the year ended December 31, 2009.

Fair Value Hedges. For derivative instruments that are designated and qualify as fair value hedges, the gain or loss on the derivative as well
as the offsetting loss or gain on the hedged itemn attributable to the hedged risk are recognized in current earnings. Exelon includes the gain or

loss an the hedged items and the offsetting loss or gain on the related intersst rate swaps in interest expense as follows for the year ended
December 31, 2009:

Income Statement Classification : Loss an s
Interest expense o o = ) T 1

At December 31, 2009 and 2008, Exelon had $100 million of notional amounts of fair value hedges outstanding related to interest rate
swaps, with fair value assets of $10 million and $17 million, respectively. During the years ended December 31, 2008 and 2008, there was no
impact on the results of operations as a result of ineffactiveness from fair value hedges.

Cash Flow Hedges. At December 31, 2009 and 2008, the Registrants did not have any interest rate swaps designated as cash flow hedges
outstanding. In connection with Generation's September 2009 $1.5 billion debt issuance, Generation entered into forward-starting interest rate
swaps in the aggregate notional amount of $1.1 billian. The interest rate swaps were settled on September 16, 2009 with Genaration recording &
$7 million pre-tax gain. The gain was recorded to OCI within Generation’s Consolidated Balance Shaets and wik be amortized to income over the
life of the related debt as a reduction in interest expense.

Fair Value Measurement (Exelon, Generation, ComEd and PECO)

Fair value accounting guidance requires the fair value of derivative Instruments to be shown in the Notes to the Consolidated Financial
Statements on 2 gross basis, even when the derivative instruments are subject to master netting agreements and qualify for net presentation in
the Consolidated Balance Sheet In the table below, Generatlon's cash flow hedges, other derivatives and proprietary trading derivatives are
shown gross and the impact of the netting of fair value balances with the same counterparty, as well as netting of collateral, is aggregated in the
collateral and netting column. Exciuded from the tables befow are ecanomic hedges that qualify for the normal purchases and normal sales
exception and other non-derivative confracts thet are accounted for under the accrual methad of accounting.
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The following table pravides a summary of the derivative fair value balances recorded by Exelon, Generation, ComEd and PECO as of

December 31, 2009:

Generation

ComEd

PECO Other Exelon

Cash

Other Propristary
Derivatives P

Collateral

Settlemant
?yap {a)

IL Intar-

Qther Other company Total
Derlvathfes (d) Derlvatlves Eliminations {2 Derivatives
e e

Hedae_s‘ fad) Danvallves
Mark4g-markst - rerd L
detivative assms e
(cumant assets) §
Mark-lo-market
derivative assets
with affiiate
(cumrent asseis)

7 s e s 1m
302 = . .

derivative assets -

‘92 102
Mark-to-market

derivabive assets

with affiiate

{noncustent

assets} 671 — —

Tradlng_ .

and
Nfﬂi‘ns {b)  Subtotal {c}

3

(1.306) § 376

678)

376

643

(871) —

- dorivativeaseets. § 1,972: §° 1705 §
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[

(1,984) 3

1,988 .

e s v

Mark-to-market
derivative
liabilities (current
liabilitias) $
ik o 4:

-fo-matnt
* dervative !lsbﬂly
with affiiate Lo . -
{current liabilites) e - e
Mark-to-market
darivative
liabilities
(noncurrent
_liabilities)

L 08 8 (143 8

B

" dorivative .-
" fiabilities with
affiliate
(nonaigrant: : o :
liabilities) N - — —

w72

.8

758

{198)

@

{198}

.

(669) @ - — _6n -

Total mark-to-market
darivative

1,037

liabilities 180) (926)

damatwe net
assets (llab! Iltles) §:

(270)

1912 §

7§ 25

$

(947) § 1,780

(219)

$

(871} 973

@71y $ .. @ § 108 — 0§

{a) Includes curent and noncurrent assets for Generation and current and noncurrent liabilities for ComEd of $302 million and 3688 million, respeciively, relsted to the fair
valua of Generation's and ComEd’s five-year financial swap contract, as described above.

Source. EXELON CORP, 10-K, Fabruary 05, 2010
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{b) Represents the netling of fair value balances with the same counterparty and the application of collateral.

{¢) Curmrent and noncurrent assets are shown net of collateral of $502 million and $376 milkon, respectively, and current liabilities are shown inclusive of collateral of $69
million, respectively. The allocation of colateral had no impact to noncurrent liabiliies. The total cash collateral received net of cash collaleral posted and offsel against
mark-to-market assets and liabilities was $947 million at December 31, 2009 '

{d) Includes a noncurrent liebility far PECO and a rencurrent asset for Generation of $2 million related to the fair valus of PECO's block contracis with Generation. There
were no netting adjustmants or collateral received as of December 31, 2009.

The following table provides a summary of the derivative falr value balances recorded by Exelon, Generation and ComEd as of
Decemnber 31, 2008:

Generation ComEd Other Exslon

Collateral L Intar-

Derivati Cash Fto;r) B Other @ Proprietary and ) Settisment Other company( Total
Derivalives , _____  Hedges (ald arivalives (d Trading ) Netting (blid]  Sublotal (c)id) Swap (2} Derivatives Eliminations (8] Derivatives
Mark-to-market ‘ o N AR M R S

derivative assets ' . . I .

{cumrent assets) $ 610 $ 1,285 § 76 0§ (1o § 40 & e . - % 480
Mark-to-market

derivalive assels

with affiliate (current

assats) m - —_ — m
Mark-to-market C - RS oL : .

derivative assets . : ’ S o

{noncurrent assets) 438 . 752 123 - R 13 I 2 -
Mark-to-markest

derivative assels

with affiliate

(noncurrent agsats) 45 —_ — — 345
Total mark-to-market ’ N R

derivative assels 5 1504 §. . 2047 § 499 5. (2482 F . 1588 §. -~ - §
Mark-tc-markat

derivative habilities

{current liabilities} % an 8 {1,263) § {291) § 1379 5 (212) % - %

Mark-to-market
aerivative liability o
with affiliate (current . ST
iiabilities) - : — L= =
Mark-to-markst
derivative liabilities
{nancurrent
liabilities} (20) (223) {100) 320 (23) —
Mark-to-market . : ’ ’ o IR P
derivative Rability
with affiliate .
{noncurrent . R - o
liabilities) - L = — . — . — o)
Total mark-to-market
derivative fiabilities (67} (1,476) (381) 1.699 {235) (456}
Total mark-to-market : ‘ . : )
derivative net assets ] ' B B . S N
{liabilities) $ 1437 § 571 § 108 3 {753) 8. . 1,363 %  (466) §

(@} Includes current and noncurrent assets for Generation and current and nonauarrent Liabiliies for ComEd of 3111 million and $345 million, respectivaly, related to tha fair
value of Generation's and ComEd’s five-year financial swap contract, as described above. Al Exelon, the fair value balances are eliminated upon consclidation.

(b) Represents the netting of fair value balances with the same counterparty and the application of collateral,
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{c} Curment and noncurrant assets are shown net of collatecal of $355 milllon and 3333 million, respectivaly and currant liabilities are shown inslusive of collateral of $85
million, respectively. The allocation of coliateral had ne impact to noncurvent liabiities. The total cash collateral received net of cash collateral posied and ofiset against
mark-to-market assets and liabilites was $753 million at Decemnber 31, 2008.

{?) Exelon and Generation ratraspactively reclassified cerlain assets and liabilities with respact to option premiums into the mark-lo-market net asset and liability accounts o
canfarm with current year presentation, as discussed within this footnots.

Cash Flow Hedges (Exelon and Generation). Ecenomic hedges that qualify as cash flow hedges primarily consist of forward power sales
and power swaps on base load generation. At December 31, 2009, Generation had net unrealized pre-tax gains on effective cash flow hedges of
$1,912 million being defemred within accumulated QCI, including approximataly $971 million related to the financial swap with ComEd. Amounts
recorded in accumulated OCI related 1o changes in energy commodity cash flow hedges are reclassified to results of pperations when the
forecasted purchase or sale of the energy commodity cccurs. Reclassifications from OCI are included in operaling revenues, purchased power
and fuel in Exelon’s and Generation's Consolidated Statements of Operations, depending on the commodities invelved in the hedged fransaction.
Based on market prices at December 31, 2009, approximately $860 million of these net pre-tax unrealized gains within accumulated OCI are
expectsd to be reclassified from accumutated OCI during the next twelve months by Generation, including approximately $302 million related to
the financial swap with ComEd. Howsvaer, the actual amount raclassified from accumulated OCI could vary due 1o future changes in market prices.
Generation expects the settlement of the majority of its cash flow hed.es will occur during 2010 through 2012, and the ComEd financial swap
cantract during 2010 through 2013.

Exelon discontinues hedge accounting prospectively when it determines that the derivative is no [onger effective in offsetting changes in the
cash flows of a hedged item, in the case of forward-starting hedges, or when it is no longer probable that the forecasted transaction will occur. For
the year ended December 31, 2009, amounts reclassified into earnings as a result of the discontinuance of cash flow hedges were immaterial.

The table below provides the activity of accumulated OCH related to cash fiow hedges for the year ended December 31, 2008 and 2008,
conlaining infarmation about the changes in the fair value of cash flow hedges and the redassification fromn accumulated OCI into results of
aperations. The amounts reclassified from accumulated OCI, when combined with the impacts of the actual physical power sales, result in the
ultimate recognition of net revenues at the contracted price.

Total Cash Flow
Hedge OCI Activity, Net

of income Tax
Gensration Exslon
Income Statement g‘m cﬂmfow
Location Hedgas Hed
Effective portlon of changes in falr value _ ) ) _
Rectassifications from acclimulated OC1 10 netincome © - - Operating Revenue .
Ineffective portlon recognized in income Purchased Power
Accumulated OCt derivative gannsiﬁecemberm 2008 . o -
Effective portion of changes in fair value ]
Reciagsifications from accurilated OCI to net income - Operating Revenue. = -
Ineffective portion recognized in income FPurchased Power
Accumulated-OCH derivative galr (foss) at December 31, 2009 , N £ N T
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{a) includes $585 millicn gain, $275 million gain and $275 million loss, net of taxes, related to the fair valua of the five-year financiat swap contract with ComEd for the years
snded December 31, 2008, 2008 and 2007, respectively, and $1 million of gains, nat of taxes, related to the fair vaiue of the block contracts with PECD as of
Cecember 31, 2009.

(&) Includes $471 million and $335 million of gains, net of laxes, of the effective portion of changes in fair value of the five-year financial swap contract with ComEd for the
years ended December 31, 2009 and 2008, respectively, and $1 million of gain, net of taxes, of the effeclive portion of changes in fair value of the block contracis with
PECO far the year ended December 31, 2009.

{(¢) Includes $4161 million (oss and $15 million gain, net of taxes, of reclassifications from accumulated OC| to net incoma ralated to the setiements of the five-yeer financial
swap contract with ComEd for the years ended Decomber 31, 2009 and 2008, respectively.

{d) Excludes $5 milion of gains, nel of taxes, related to intarest rats swaps setiled in 2008. See Note 9 ~ Debt and Credil Agreements for further informastion,

During the vears ended December 31, 2009, 2008 and 2007, Generation's cash flow hadge activity impact to pre-tax eamings based on the
reclassification adjustment from accumulated OCI to eamings was a $1,559 million pre-tax gain, a $544 million pre-tax loss and a $15 million
pre-tax gain, respectively. Given that the cash flow hedges primarily consist of forward power sales and power swaps and do not include gas
options or sales, the ineffectiveness of Generation's cash fluw hedges is pimarily the resuit of differences betwaen the locational setiement prices
of the cash flow hedges and the hedged generating units. This price difference is actively managed through oiher instruments which include
financial transmission rights, whose changes in fair value are recognized in eamings each period, and auction revenue rights, Changes in cash
flow hedge ineffectlveness, primarity due to changes in market prices, werg $15 million, $44 million and $29 million for the vears endad
December 31, 2009, 2008, and 2007, raspectively. At Decembar 31, 2008 cash flow hedge ineffectivenass resulted in an adjustment of $15 million
to accumulated OC1 on the balance sheet in order to reflect the effective partion of derivative gains or losses. At December 31, 2003, cash flow
hedge ineffectiveness was not significant.

Exelon's energy related cash ficw hedge activity impact to pre-tax eamings basad on the reclassification adjustment fram accumulatad QCI
to earnings was a $71,292 million pre-tax gain, $521 million pre-tax loss and $10 million pre-tax gain for the years ended December 31, 2009, 2008
and 2007, respectively. Changes in cash flow hedge ineffectiveness, primarily due to changes in market prices, were §15 millon, $44 million and
$29 million for the years ended December 31, 2008, 2008 and 2007, respectively.

Other Derivatives (Exelon and Generatfon). Other derivative contracts are those that do not qualify or are not designated for hedge
accounting. These instruments represent economic hedges that mitigate exposure to fluctuations in commeodity prices and include financial
options, futures, swaps, and forward sales. For the years ended December 31, 2008, 2008 and 2007, the fallowing net pre-tax mark-to-market
gains (losses) of certain purchase and sale contracts were reported in fuel and purchased power expense al Exelon and Generation in the
Consalidated Siatements of Operations and are included in net fair value changes related to derivatives in Exefon's and Generation's
Consolidated Slatements of Cash Flows. In the 1ables below, "Change in fair value” represents the change in fair value of the derivative contracts
held at the reporting date. The “Reclassification 1o realized &l setiement” represents the recognized change in Tair value that was reclassified to
realized due to settlement of the derivative during the period.
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Exelon and Generatlon
Purchased
Foril\e‘fearEndedDecembe 1‘,‘2000‘ - E— . — - __Powsr Total
cwmwwlm '4 CENSOE MU Lo e - B R . W“t
Reclassification to realized at setflement 62
- Net mark-to-markét gaine (losses). | $ 106 -
Exelon and Generalion
Purchased
For lhe Year Endad I:Iecember 31 72lIIJB : — : . . — B Power B Fual Total
Reclassmcatlon lo reallzed at settlemant !143] ! BJ
R {1 REEIet T T VRN S 7
Exelon and Generatlon
urchas
For the Year Ended Dacamber 31, 2007 (a) - Power Fusl Tatul
Change In fair value S ' ‘ Sy (B § (37 5 (43
Reclassification to realized at settlement 218) 118 (100}
|/ Netmaricio-marketgaine (osses) .~ S s e 88 8 (14Y)

(a) Table excludes $4 million related to ComEd included within revenue and $27 million related to other included within fuel expense.

Proprietary Trading Activitles (Exelon and Generation). For the years ended December 31, 2009, 2008 and 2007, Exelon and Generation
recognized the following net pre-tax mark-to-market gains (losses) of certain purchase and sale contracts entered into for proprietary trading
purposes. Gains and osses associated with proprietary trading are reported as revenue in Exelon's and Generation’s Consolidated Statements of
Cperations and Comprehensive Income and are incldled in Net fair value changes related to derivatives in Exelon’s and Generation’s
Consolidated Statements of Cash Flows. In the tables below, “Change In fair value™ represenis the change in falr value of the derivative contracts
held at the reporting date. The “Reclassification to realized at setfement” represents the recognized change in fair value that was reclassified to
realized due to settement of the derivative during the perlod.

For the Year Ended
Location on Income December 31,
Statement — 2008 2007
Change:if feif value . 5 : : o T op ; Reverus B 1 7V
Reclassification to reahzed at settlement Cperating Revenue {43} {8)
 Nef markto-miarket galris fiégses - - . 0 - o . Cpsrating' Revents S Y - AN -7
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Credit Risk (Exelon, Generation, ComEd and PECO)

The Registrants would be exposed to credit-related losses in the event of non-performance by counterparties that enter info derivative
instruments. The credit exposure of derdvative contracts, before callateral, ls rapresented by the fair value of contracts at the reponting date. For
energy-related derivative instruments, Generation enters into enabling agreements that allow for payrnent netting with its counterparties, which
reduces Generation's exposure to counterparty risk by providing for the offset of armounts payable to the counterparty against amounts receivable
from the countarparty. Typically, each enabling agreement is for a specific commodity and so, with respect to each individual counterparty, netting
is imited to ransactions involving that specific commaodity product, except where master netting agreements exist with a counterparty that allow
for cross-produst netting. In addition to paymeant netting language in the enabling agresment, Generation's credit department establishes cradit
limits, margining thresholds and collateral requirements for each counterparty, which are dafined in the derivative contracts. Counterparty credit
limits are based on an internal credit review that considers a variety of factors, including the results of a scoring model, leverage, liquidity,
profitability, credit ratings and risk management capabilities. Ta the sxtent that a counterparty’s margining thresholds are excaoded, the
counterparty is requirad te post collateral with Generation as specified in each enabling agreement. Generation’s cradit departrment monilors
current and forward sredit exposurs to counterparties and their affiliates, both on an individual and an aggregate basis.

The following tables provide information on Generation's credit exposure for all derivative instruments, which includes contracts that qualify
for the nomal purchases and normal sales exception, and applicable payables and raceivables, net of collaleral and instruments that are subject
to master netting agreements, as of December 31, 2008. The tables further delineate that exposure by credit rating of the counterpartias and
provide guidance on the concentration of credit risk 1o individugl counterparties and an indication of the maturity of a company's credit risk by
credit rating of the counterparties. The figures in the tables below do not include credit risk exposure from uranium procurement contracts or
exposure through RTOs, ISOs and NYMEX and ICE commodity exchanges, which are discussed below. Additionally, the figures in the tables
below do nat include exposures with affiliates, including net recelvahles with ComEd and PECC of $123 million and $174 million, respectively. See
Note 21—Related-Party Transactions for furthar information,

Totai Number of ~ Net Exposure af

Exposure Counterparties Counterparties

Befare Credit Cradit Nat Greater than 10% Greater than 10%

Rating as of December 37, 2009 Colateral Collateral Exposure _of Nst Exposure of Net Exposure

Investment grade C o R TR AT T - TP L A T
Non-investment grade 15 5 10

o external ratings S B LT

Internally rated—investment grade 34 5 29
Internally rated—non-investment grade ‘ TR & T
Total $ 1,223 § 475 $ 758
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Net Cradit Exgosura I_)! [xpe 01 Counhﬂrty

. Bacambar 31 2009

3 758

ComEd's power procurement contracts provide suppliers with a certain amount of unsecured credit. The credit position is based on the price
of energy in the spot market campared to the benchmark prices. The henchmark prices are the future prices of energy projected through the
contract term and are set af the point of contract execution. If the price of anergy in the spot market excaeds the benchmark price, the suppliers
are required to post collateral for the secured credit portion. The unsecured credit used by the suppliers represents ComEd’s net credit exposure.
As of December 31, 2009, ComEd's net credit exposure to energy suppliers was immaterial and either did not exceed the allowed unsecured
credit levels or did not exceed the allowed unsecured credit levels by an amount necessary to trigger a collateral call.

ComEd is permitied to recover its costs of procuring energy through the lllinois Setlement Legislation as well as the ICC-approved
procurement tariffs. ComEd's counterparty credit risk is mitigated by its ability 1o recover realized energy casts through customer rates. See
Note 2—Regulatory Issues for further information.

PECO has a PPA with Generation under which Generation has agreed to supply PECO with all of PECO’s electric suppiy needs lhrough
2010 at prices that are below current market prices. The price for this electriclty is essentiafty equal to the energy revenues earhed from
customers. PECO could be negatively affected if Generation could not perform under the PPA.

PECO's supplier master agreements that govemn the terms of its DSP program contracts, which define a supplier's performance assurance
requirements, allow a supplier to meet its credit requirements with a certain amount of unsecured credit. The amount of unsecured credit is
determinect based on the supplier's lowest credit rating from S&P, Fitch or Moody's and the supplier's tangible net worth. The credit position Is
based on the initial market price, which s the forward price of energy on the day a transaction is executed, compared to the current forward price
curve for energy. To the extent that the forward price curve for energy exceeds the initial market price, the supgplier is required to post coliateral o
the extent the credit exposure is greater than the supplier’s unsecured eredit imit. As of December 31, 2009, PECO had no net credit exposure to
energy suppliers,

PECQ is permitied to recover its costs of procuring electric generation following the expiration of its slactric generation rate caps on
December 31, 2010 through its PAPUC-approved DSP program. PECO's counterparty credit risk is mitigated by its abilky to recover realized
enargy costs through customer rates. See Note 2—Regulatory Issues for further information.

PECO's natural gas procurement plan is raviewed and approvad annually on a prospective basis by the PAPUC. PECO's counterparty credit
risk under its natural gas supply and management agreements is mitigated by its ability to recover its natural gas costs through the PGC, which
allows PECO to adjust rates quarterly to reflect realized natural gas prices. PECO does not obtain collateral from suppliers under its natural gas
supply and management agresments. As of Decamber 31, 2008, PECO had credit exposure of $13 million under its natural gas supply and
managemsent agreements.
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Collateral and Contingent-Related Features {Exelon, Generation, ComEd, and PECQ}

As part of the normal course of business, Generation routinely enters into physical and financial contracts for the purchase and sale of
electricity, fossil fuels, and other commodities. Certain of Generation’s derivative instruments contain provisions that require Generation to post
collateral. This collateral may be posted in the form of cash or credit support with thresholds contingent upon Generation's credit rating from each
of the major credit rating agencies. The collateral and credit support requirements vary by contract and by counterparty. These credit-risk-related
contingent features stipulate that if Generation were to be downgraded or lose its investment grade credit rating (based on its senlor unsecured
debt rating), it would be required 1o provide additional collateral. Where applicable, this incremental collateral requirement allows for the offsetting
of derivative Instruments that are assets with the same counterparty, where the contractual right of offset exists under applicable master netting
agreements. Generation also enters into commodity transactions on NYMEX and ICE. The NYMEX and ICE clearing houses act as the
counterparty to each trade. Transactions on the NYMEX and ICE must adhere to comprehensive coltateral and margining requirements.

The aggregate fair value of all derivative instruments with credit-risk-related contingsnt features, excluding transactions on NYMEX and ICE
that are fully collateralized, that are in a liability position and are not fully collateralized was $894 million and $1,299 million as of Dacember 31,
2009 and December 31 2008, respectively. As of December 31, 2009 and 2008, Generation had the contractual right of offset of $778 million and
$1,175 million, respectively, related to derivative instrurnents that are assets with the same counterparty under master netting agreements,
resulting in a net liability position of $116 million and $124 million, respectively. If Generation had been downgraded to the investmeant grade rating
of BBB- and Baa3, or lost its investment grade cradit rating, it would have been required to provide incremental collatoral of approximately $60
million or $673 million, respectively, as of December 31, 2009 and approximately $14 million or $612 million, respectively, as of December 31,
2008 related to its financial instruments, including derivatives, non-derivatives, normal purchase normal sales contracts and applicable payables
and receivables, net of the contractual right of offset under mastar netting agreements and the application of collateral. See Nate 18 of the
Combined Notes to Consolidated Financial Staternants for information regarding the letters of credit supporiing the cash collateral.

Beginning in 2007, under the |llinois auciion rules and the SFCs that ComEd entered into with counterparty suppliers, including Generation,
collateral postings are one-sided fram suppliers. Generation entered into similar SFCs with Ameren, with one-sided collateral postings only from
Generation. If market prices fall below ComEd's or Ameren’s benchmark price levels, ComEd ar Ameren are not required to post collateral;
however, when market prices rise above benchmaik price levels with ComEd or Ameren, counterparty suppliers, ingluding Generation, are
tequired lo post collateral once certain unsecured credit limits are exceeded. Under the terms of the five-year financial swag contract between
Generation and ComEd, if a party is downgraded below investment grade by Moody's or S&P, collateral postings would be required by that party
depending on how market prices compare to the benchmark price levels. Under the terms of the financial swap contracts, collateral postings will
never exceed $200 miliien from either ComEd or Generation. Beginning in June 2009, under the tarms of ComEd’s siandard block energy
contracts, collateral postings are one-sided from suppliers, including Generation, should exposures between markel prices and benchmark prices
exceed established unsecured credit limits outlined in the contracts. As of December 31, 2009, there was no cash collateral or letters of credit

posted between energy suppliers, including Generation, and ComEd, under any of the above-mentioned contracts. See Note 2—Regulatory
Issues for further informatian.
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There are no cotlateral-related provisions Included in the PFPA between PECO and Generation. PECO’s supplier master agreements that
govem the terms of its DSP program contracts do not condain provisions that would require PECO to post collateral.

PECO's natural gas procurament contracts contain provisions that could require PECO Lo post collateral. This collateral may be posted in
the form of cash or credit support with thresholds contingent upan PECQO's credlt rating from Moody's and S&F. The collateral and credit support
requirements vary by contract and by counterparty. As of December 31, 2009, PECO was not reguired to post coltateral for any of these
agreements. If PECO [ost its Investment grade credit rating as of December 31, 2002, PECO could have been required to post approximately $49
million of collateral to its counterparties,

Exelon’s interest rate swaps contain provisions that, in the event of a merger, requira that Exelen’s dabt maintain an invastment grade credit
rating from Moudy's or S&P. If Exelon's debt were to fall below invesiment grade, it would be in viclation of these provisions, resulting in the ability
of the counterparty to terminate the agreemant prior to maturity. Collateralization would not be required under any circumstance. Tarmination of
the agreemsnt could resuilt in a settlement payment by Exelon or the counterparty on any interest rate swap in a net liability position. The
setlement amount would he equal to the fair value of the swap on the termination date. As of December 31, 2009, Exelon’s interest rate swap was
in an asset position, with a fair value of $10 million.

Accounting for the Offsetting of Amounts Related to Cerlain Contracts (Exelon and Generation)

On January 1, 2008, Exelon and Generation adopted guidance permitting companies to offset fair value amounts recognized for the right 1o
reclaim cash collateral (a receivable) or the obligation to return cash collateral {a payable) against fair value amounts recognized for derivative
instruments executed with the same counterparty under a master netting arrangement. Exelon and Generation record cash flow hedges and other
detivative and proprigtary trading activities in the balance shest on a net basis and offset the fair value amourts recognized for energy-related
derivatives with cash collateral paid to or received from counterparties under master netting arrangements.

As of December 31, 2009 and 2008, $6 million and $5 million, respectively, of cash collateral received was not offset against net derivative
positions, as they were not associated with energy-related derivatives.

Change in Balance Sheet Presentation of Option Premiums (Exelon and Generation)

Exelon and Generation have historically presented premiums received and paid on energy-related aption contracts within other current
assets, other current liabilities, other noncurrent assets or other noncurrent liabilities depending on the nature and term of the underlying option
contract. The associated changes in the fair value of the option coniracts were recorded in mark-to-market derivative balance sheet line items.
Effective December 31, 2009, Exelon and Generation have reclassified the option premiums to the respective mark-to-market derivative asset and
liability lines within the Consolidated Balance Sheets to reflect the combined fair value of the option contracts as of the
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balence sheet date. The December 31, 2008 balances were adjusted to reflact the impacts of this change in presentation, which is presented in

the following table.
Generation Exelon
As Option Oplion
"R i Sl

Mark-to-market derivative currentassets  ~ —~ ~ § 490 BRI | B
Other 410 {308)
Total Cusrent Assets 3124 0 Kzamy S 3488 . saEm
Mark-to-market derivative noncurrent assets 490 172 662 507
Cther : 406 (208} - - 201 AL D
Total Noncurrent Assets 7,724 {33) 7,691 16,636
Total Assets - © 7 8 _20355 '$. (271} 5 20084 - § 478171 § 000
Mark-to-market derivative current liabilities 214 {2) 212 214
Other 324 {267} .57 663 |
Total current liabllities 2437 (269) 2,168 4,080
Mark-to-market derivative nancurrent liabilities 24 (1) 2 R R ¢
Other 332 (1) 331 1,413 _{ 1,412
Total Noncurrent Lisbilities . 8,850 (& . - 8848 P00 [N e 0,008
Total Liabilities and Equity $ 20355 % {271) $ 20084 $ 47817 % (271} $ 47546

9. Debt and Credit Agreements (Exelon, Generation, ComEd and PECO)

Short-Term Borrowings

Exelon meets its short-term liquidity requirements primarily through the issuance of commercial paper. Generation and PECC meet their
short-term liquidity requirements primarily through the issuance of commercial paper and borrowings from the intercompany monay pool. ComEd
meets its short-term liquidity requirements primarily through borrowings under its credit facility.

Exelon, Generation, ComEd and PECO had the fullowing amounts of commercial paper and credit facility borrowings outstanding at

Decamber 31, 2009 and 2008:

Maximum Program

Size at
Dacamber M,

Cammgrcial Paper Issuer 2009 (@)
Exelon Carporate 8T 85T
(3enerat 4834
ComEd 952,
PECO 574
Totat 3 7,317

{(a) Equals aggregate bank commitmants under revolving credil egreements.

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

Maximum Praogram
Size at
Decamber 31,

2008 {2}

247

December 31, 2089
s T

Qutstanding
Commorcial Pager at
Docember 31, 2003

Qutstanding -
Commnercial Paper at

Fowered by Mdmingstar® Document Research™™



Combined Notes to Consolidated Financial Statements—({Continued)
(Dollars in millions, except per share data unless otherwise noted)

(b) Prior to July 22, 2009, ComEd was unable o access the commercial paper market given the market environment. On July 22, 2009, ComEd's commercial paper rating
was upgraded giving it limited access 10 the commercial paper market. Howavar, CamEd did not issue commercial paper due to mofe favorable rates aveitable to it on
credit facllity draws,

Cr‘lqilh":i!ig‘bqwowin’gr S— i December 31, 2009 December 31, 2008

In order to maintain their respeclive commercial paper programs in the amounts indicated above, each Registrant must have revalving credit
facilities in place, at least squal to the amcunt of its commercial paper program. While the amount of its commercial paper outstanding does not
reduce available capacity under a Registrant's credit agreement, each Registrant cannot issue commercial paper in &n aggregate amount
exceeding the available capacity under its credit agreement.

The following tables present the shori-term borrowings activity for Exelon, Generation, ComEd and PECO during 2009, 2008 and 2007:
Exelon

2009 2008 2007
Average borrowings .- . - : o §132 2§ a8 -
Maximum borrowings oulstandlng ) ‘ ‘ 523 1646 1210
Average intevest rates, computed on @ daily basis . o o O QI% - B2M% o o 5.65%
Average inlerest rates, at December 31 0.69% 0.93% 5.44%

Generation

Maxlmum borrowln s outstandlng
Average intercst fotes, computed on a-deliybasis .
Average interest rates, at December 31

ComEd

2008 2008 2007

Maximum borrowings outstandmg

605
Avarage ifberest rates; comipuied oh & dally-basis - S ; o 7% T BOT%
Average interest rates, at December 31 0.69% 0.96% 5.63%

PECO
) 2007

Average bomrowing§ : F o
Maximum barrowings nutstandlng 374
Avarage Interest rates; corapuied on a dally basis L B0%

541%

Avarage interest rates, compuled al December 31

n.a. Notapplicable.
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Credit Agreements

As of Degcember 31, 2008, Exelon Corporate, Generation and PECO had aceess to separate unsecured credit facilities with aggregate bank
commitments of $857 million, $4.8 billion and $574 million, respectively. The credit agreements expire on October 28, 2012 unless extended in
accordance with their terms. Under their credit facilities, Exelon Corporate, Generation and PECO may request additional one-year extensions of
that term. In addition, Exelon Corporate, Generation and PECO may request increases in the aggregate bank commitments under their credit
faciliies up to an additional $250 million, $1 bition and $200 million, respectively. Generation also had additional Jelter of credit facilties used
solely to enhance tax-exempt variable rate debt as discussed further below.

As of Decernber 31, 2009, ComEd had access to an unsecured credit facllity with aggregate bank commitments of $952 million. The credit
facility expires February 16, 2011. ComEd expects to extend or refinance the facility up to $1 billion in 2010. Any increases In aggregate bank
commitments are subject to Identifying lenders, whether existing or new, willing to provide the additional commitments and, in the case of any new
lenders, the consent of the Administrative Agent (appointed and authorized by credit facility lenders to exérclse powers delegatad in the credit
agreement) and certain of the lenders under the credit facility.

The Registrants may use the credit facilities for general corporate purposes, including meeting short-term funding requirements and the
issuance of letters of cradit. The abligation of 8ach lender to make any credit extension ta a Registrant under its cradit facilities is subjsct ta
various conditions including, among other things, that no event of default has occurred for the Registrant or would result from such credit
extension. An event of default under any of the Registrants’ credit facilities will not constitute an event of default under any of the othar
Registrants' credit facilities, except that a bankruptcy or other event of default in the payment of principal, premium or indebledness in principal
amount in excess of $100 million in the aggregate by Generation under its credit facility will constitute an event of default under the Exelon
corporate credit facility.

At December 31, 2009, the Registranis had the following aggregate bank commitments, credit facility borrowings and available capacity
under the credit agreements:

Qutstanding
Borrowings/ Quistanding Avallable Capacity under
Aggregate Bank Facllity Revalving Cradit

Borrower :  Commitment (a] Draws Agroements
Exelon Corporate - RS TR - IR i i
Generation ) . 4,834 . = . s
PECO 574 —
Total . S 8 o owstr . % 188

(8) Excludes $67 millian of credit facility agreements arranged with mincrity and community banks in October 2009, which are primarfly for Issuing latters of credit.

Interest rates on advances under the credit facilities are based on the prime rate or LIBOR plus an adder based on the credit raling of the
borrower as well as the total outstanding amounts under the agreement af the time of borrowing. In the cases of Exelon, Generalion and PECO,
the maximum LIBOR adder iz 65 basis points; and in the case of ComEd, itis 162.5 basis points.
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Each credit agreement requires the affected borrower to maintain a minimum cash from operations to interest expense ratio for the
twelve-month period ended on the [ast day of any quarter. The ratios exclude revenues and interest expenses attributabie to securitization debt,
certain changes in working capital, distributions on preferred securities of subsidiaries and, in the case of Exelon and Generation, interest on the
debt of its project subsidiaries. The following table summarizes the minimum threshelds reflected in the credit agreements for the ysar endad
December 31, 2009;

At December 31, 2009 the interest coverage ratios at the Reglstrants were as follows:

Interest coverage oL 0 2T L L Ay DT
Variable Rate Debt

Generation repurchased $48 million in unenhanced tax-exempt variable-rate debt on February 23, 2009 due to a failed remarketing. In June
2009, Generation refinanced the debt with $46 million in bands at a term rate through May 2012 with a maturity of 2042.

&

During the second quarter of 2009, ComEd repurchased $191 million of its credit enhanced variable-rate tax-exempt debt. This debt was
then remarketed with credit enhancement provided by letters of credit issued under ComEd’s unsecured revolving credit facility. The letters of
credit expire shortly before the explration of the credit facility in 2011,

Generation had letters of credit that expired during the third quarter of 2009, which were used to credit enhance variable-rate long-term
tax-exempt debt totaling $307 million, with maturities ranging from 2021 — 2034. Generation couid not find aitematlve letiers of credit at reasonable
terms, and therefore repurchased the $307 million in tax-exempt debt during September 2009, Generation has the ability to remarket these bongs
whenever it determines it to be economlcally advantageous given market conditions. In addition, Generaticn has letter of credit facllities that will
expire in the second quarter of 2010, which are used to credit enhance varlable-rate [ong-term tax-exempt debt totaling $213 million, of which
$189 mililon will mature between 2016 — 2034. Generation Intends to extend or replace the expiring letters of credit with new letters of credit at
reasonable terms, or remarket the bonds with an interest rate term not requiring letter of credit support. If Generation ks unable to remarket these
bonds at reasonable terms, Generation will repurchase them.

Under the terms of Generation's and ComEd's variable-rate tax-exempt debt agreements, Generation or ComEd may be required to
repurchase any ouistanding debt before its stated maturity unless supported by sufficient letters of credit. If either Generation ar ComEd were
required to repurchase the debt, it would reassess its options to obtain new letters of credit or remarket the bonds in a manner that does not
require letter of cradit support. Generation and ComEcd have classifiad certain amounts outstanding under these debt agresmenits as long-term
based on management’s intent and ability to either renew or replace the lstters of credit, refinance the debt at reasonable terms on a long-term
fixed-rate basls or utilize the capacity under existing long-tarm credit facilities.
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Long-Term Debt
The following tables present the outstanding long-term debt at Exelon, Generation, ComEd and PECO as of December 31, 2009 and 2008:
Exelan
Long-term dehbt (army
First Mortgage Bonds o ‘ v
Fixed rates B 470%:7.625% 2010:2088 §°5 6
Floating rates @ 0.22%-0.26% 2017-2021
Notes payable and other - ' o Ce- S 4.45%7.83% | 2010-2089
Poliution control notes: ] ) ) o
Floating rates T o 0.29%-D35% 201683084 & T
Fixed rates o 5.00% 2042
Sinking fund debeniures ‘ . Lo : 476% - - 2O0M -

Total long-term debt o
Unamortized debt discount and premium, net . : :
Unamortized settled fair value hedge, net )

Fair value hedge carrying value adjustment, net : : oo
Lang-term debt due within one year

Long-term debt - o . s : N B J
Long-term debt to financing trusts @ ) ) » ] .
Payable to PETT : oo T C s BEES% - Em
Subordinated debentures to ComEd Flnancing n 6.35% 2033
Subordinated debentures to PECO Trust [l o - T TR 2008
Subordinated debentures to PECO Trust IV 5.75% 2033 1
Total long-term debt to financing trusts S oon : . B A P R AE S NS
Long-term debt due to financing trusts due wnhm ona year ‘ o R (418)
Long-term debt to financing trusts e 5 L A S T i

{(a) Substantially all of ComEd’s assets other than expressly excepted property and subsiantially ai of PECC)'s assats are subject to the liens of their respective morigage
indantures.

(b} Includes First Mortgage Bonds issued under the ComEd and PECO mortgage indentures securing poliutian control bonds and nates.

() Includes capital lease obligations of $38 million and $40 million at December 31, 2008 and 2008, respectively. Leass payments of 32 million, $2 million, §3 million, §3
million, $3 million and $25 million will be made in 2010, 2011, 2012, 2013, 2014 and theresfter, respectively.

{d} Amounts owed to these financing trusis are racorded as debt to financing trusts within Exelon’s Consolidated Balance Sheets.

On September 23, 2009, Generation issued and sold $1.5 billion of Senior Notes. In connection with this debt issuance, Generatioh entered
into forward-starting interest rate swaps in the aggregate notional amount of $1.1 hillion. The interest rate swaps were seitted on September 16,
2009 with Generation recording a pre-tax gain of approximately $7 million. The gain was recarded to OCI within Generation's Consolidated
Balance Sheet and is being amortized over the life of the related debt as a reduction in interest expense.
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Additionally, during 2008, Exslon retired $1.2 billion of Senior Notes of which $500 million consisted of 6.75% Exelon Corporate Senior
Notes due May 1, 2011 and $700 million consisted of 6.95% Generation Senior Notes due June 15, 2011, In connection with thesa retirements,
Exelon incurred losses associated with the early retirement of debt of approximately $117 million, which consisted of $46 million at Exelon
Corporate and 371 million at Generation. The expense related o the charges is included within Other, net in Exelon’s and Generation's
Consclidated Statements of Operations and Comprehensive Income.

Generation
December 31,
‘ Mes -1 R 2008
me T B T ‘g S RS >’, TN A CY .
Senior unsecured notes . 520%-6 25% 2014-2039 $ 2 700 $ 1,900
Patfution: control nates, foating rates - T T 0.29%035% 20162084 - 213 0 - BB6
Pollution control notes, rat.es ) ' o ) . 500% 2042 48 -
" Notes payable end other - R o e U T 0n0303 . as . B0
Total long-term debt i 3 2,997 2,516
" Unamortized debt discount’and premium, net Co Co S oo 5] {2)
Long-term debt due wllhin onhe year (26} (12)
Long-term debt - - ‘ 4 o 5 2067 8 2502

(&} Includes Generation's capilal lease obligations of $38 million and $40 million ai December 31, 2009 and 2008, respeclivaly. Generalion will mgke lease payments of $2
million, $2 million, $3 milkian, $3 million, $3 miltion and $25 million in 2010, 2011, 2012, 2013, 2014 and thereafter, respectively.

ComEd
Maturity December 31,
e . ‘ ‘ __Rates Date 2008 ﬂgggg_w
mew fﬁxh) P .o TR :; T ’ L ‘“‘,z:f.hﬂt “g‘"‘ U ",’:'n"‘%r" AT “Wf "* kY .
Fl rst Morigage Bonds
m@dm DL
Floailng rates o N
... Fixed rﬂ,t‘?ﬁ o .
Total Iong-term debt . . . J
- bttt dhscotht and gramium, net - S I T A T P e {zs: (29)
Unamortized settled fair value hedge net . ) . (1 Y (1}
* Long-tetm débt: due within one year: ' e T N
Long-term debt $ 4498 3 4,709
Long-term debt to financing trust™ © B Ll R R ey Sl e
Subordinated debentures to ComEd Fi nancunglll 6.35% 2033 $ 206 $ 206

{a) Substantially all of ComEd's assets other than expressly excepled property are subject ta the lien of its mortgage indenture.
{b) Ingludes First Mortgage Bonds issued under the ComEd mortgage indenture securing pollution contral bonds and notes.

(c) Amount owed to this inancing trust is recorded as debt to financing trust within ComEd's Consolldated Balance Shaats.
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PECO

Maturity December 31,
2009

Long-term debt {a¥b)
First Mortgage Bonds
Fixed rates
Total long-term debt
Unamartized debt discount and premiam, net

Long-term debt
Long-term debt to financing trusts * -
PETT Series 2000-A ] )
PETT Series 2001 : . - ) S es2%. . 0 o YRR
Subordinated debentures to PECO Trust Il) 7.38% 2028 81 81
Subordinated debentures to PECO Trustlv ' N : ‘ 575% - - 033 0% o108
Total long-term debt te financing trusts . 599 1,308
Long-term dekbt due to financing trusts due within one year : M5 {319}

Long-term debt to financing trusts 5 184 5 989

(a) Substantially all of PECO's assels are subject in the fisn of its mangage indenture.
(b) Inciudes First Mortgage Bonds issued undar the PECO morigage indenture securing pollution control bonds and notes.

{c) Amounts owed o these financing trusts are recorded as debt to financing trusts within PECQ's Consolidated Balance Sheets.

Long-term debt maturities at Exelon, Generation, ComEd and PECQ in the periods 2010 through 2014 and thereafier are as follows:

Yoar - A— Exglon Generation ComEd PECO
2010 ‘: . ) e e e : I .><p:: 8 {3} .K BT LA :

201 599

2012 . e SRR +:

2013 555

2014 . o B R 11 B

Thereafter 8,659@

Total . e I § 12465

(a) Includes $415 million and $39C million due In 2010 and thereafter, respectively, due to ComEd and PECO financing trusts.

{by  Includes $206 million due to CamEd financing trust.

{c) Includes $415 miflion and $184 million due in 2010 and thereaftar, respectivaly, due ta PECO financing trusts.
See Note 3—Accounts Receivable for information regarding PECO’s accounts receivable agreement.
See Note 8—Derivative Financial Instruments for additional information regarding interest rate swaps.
See Note 15—Preferred Securities for additional information regarding preferred securities.
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10. Income Taxes (Exalon, Generation, ComEd and PECQ)
Income tax expense {benefit) from continuing operstions is comprised of the following components:

For tha Year Ended December 31, 2009

Ficdluded in pperations:.

Federal ]

- Curent

Deferred

- Investment tax credit amortization * <

Stale
. Cument
Deferred

For the Year Ended December 31 2008

Emlonr

©8 803
s

{8)

Qenoration ComEd PECO
I L S S S A

T (39 - $.3m
228 (143)
(3 @

39 (64}

Rk

c$ 1483 0008 228§ 148

Exalon

included in operations:
Federal

Current

Deferred

. Investment tax credit amortization
State
- . Curvent
Deferred

Mj&dn&mmbw 31 20!7
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The effective income tax rate from continuing cperations varies from the U.S. Federal statutory rate principally due to the following:

For the Year Ended December 31, 2009

U.8. Federal statutory rate
Increase (decrease) duse to:
State income taxes, net of Fedaral income tax benefit

Qualified nuclear decommissioning trust fund income

Domesiic production activities deduction -
Tax exempt income
Nontaxable postretirement banefits
Amartization of investment tax credit

- Planl basis differences )
Other

Effective income tax rate

For the Year Ended December 31, 2008

U.S. Federal statutory rate
Increase {decrease) due to:
State income taxes, net of Federal income tax benefit
Qualified nuclear decommissioning trust fund losses
Domestic production activities deduction
Tax exempt income
Nontaxable postretirement benefits
Amortization of investment tax credit
Piant basis differences
Other

Effective income tax rate

For tha Year Ended December 31, 2007

U.S. Federal statutory rate
Increase (decrease) due to:

State income taxes, net of Fedaral kicome tax benefit

Synthetic fuelproducing facilities credit

Quialified nuclear decommissioning trust fund income

Domestic production activities deduction

Tax exempt income )
Nontaxable postrelirement banefits

Amortization of investment tax cradit -

Indirect cost capitalization method change
Research and deveiopment credit charge (refund) -
Plant basis differences

Cther

Effective income tax rate

Source: EXELON CORF, 10-K. February 05, 2010
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The tax effects of temporary differences, which give rise to significant portions of the deferred tax assets (liabilities), as of December 31,
2009 and 2008 are presented below:

For the Yoar Endad Decambnr 31 2000 : Exelon PECO

- Plark basisd ole T L T o & (B HIBY § A7)
Stranded cost reoovery ‘ (567) — o (567).

" Unrealized gains on derivative francial - ¢ I R (3 F.| EORPRRTRANE 74 | IR T R )3
instruments . — -
Deienadpms:onandmmrementubugmon R B It - SR 4 17 ) .26
Emission allowances @ 24y {(24) —

" Nuclear decommissiontng activities™ T s @y (338 —
Deferred debt reﬁnanc:mg costs _ , (58) R ) *
Goodwill - R S D & —
Other, nat 441 210 94

Deferred income tax ffabliies (net) : § (5BTB)  $- C@922) L% 28T § [2,187)
Unamortized investment tax credits {224) (184) (32) (9)

Totzl deferred income tax Habilities (net) and unemortized investment tax credits 3 (5.502) § (3,108) $ {2,609) § (2,176)

For tha an Endad I:lecnmbar 31 zuu Exelon Generatlon ComEd PECO
Stranded cast recovery ] (896 (896)
U Unrestized gains Gh derivativa financial Instruments . T (881} - ’ (1}
~ Deferred pension a retlrement obllgatlon 1,542
- Emission allowances: e St (31} -
Nuclear decommissioning actlvmes i (87)
- Dikorred debf reflndbcing costs* - - - 0 o ST {85} {10}
Goodwnll 4 .
Deferred inconme lax Iuabllmes (nel) 3 4780) $ (2 034) . $ (2 362)
Unamortized invesiment tax credits o o o L (238y 0 (90 {11}

Total deferred income tax liabilities (nei)and unamortized investment tax credits $ (5,0186) $  (2.224) $ (2,337) § {2,373)

(8} Ms of December 31, 2008, prior to the dissolution of AmerGen on Janugary 8, 2009, the lax effects of temporary differences related to the parinership investment of the
former AmerGen nuclear ganarating uniis were classified as an investment in AmerGen, and presented in Othar, nat. Subsequent fo ihe dissolution of AmerGen in 2009,
the tax effects of thasa lemporary diferences were allocatled to the undectying deferred tax assats and liabilities making up the tlamparary differences, resulting in 2
reclassification from Other, net to Nuclear decommissioning activitios and Deferred pension and post-retirement obligation.
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The following table provides the Registrants’ carryforwards and any corresponding valuation allowances as of December 31, 20089, ComEd
does not have any carryforwards as of December 31, 2009:

As of December 31, 2009
Stale net operating loss carryforward - coe L D T e R e e T
Deferred taxes

Vatuation allowance

State capital loss carryforward

Deferred taxes . o . R o . e L B R - i
Valuation allowance 19 18 i

(a8) Exslon’s state net operating loss canmyforwards will expire beginning in 2019

{b) Generation's state capital loss camyforwards for income tax purposes wii! axpira in 2010

Tabufar reconciliation of unrecognized tax benefits
The following table provides a reconciliation of the Registrants” unrecagnized tax benefits as of Decemnber 31, 2008:

Exelon  Generation

Unrecognized tax benefits at January 1, 2009 Sl . 1 ?iﬁ' e TR

Decreases based on tax positions related to 2009 (2) (2}

Change to pasitions that only affect iming : Ce ST |- IR & v At

Increases based on tax positions prior to 2009 ‘ 4 3

Decreases related to settlements with taxing authorities ST R AT 1 -] S ICRCRN b .- A & . ; (A W
Unrecognized tax benefits at December 31, 2009 $ 1,498 3 633 $ 4an $ 372

The following table provides a reconclliation of the Registrants’ unrecognized tax benefits as of December 31, 2008:

Exeolon
Unrecognized tax benefits al January 1,2008 © - -~ T o Ty s R BB
Increases based on tax positions prior to 2008 ) i 18 )
Change to positions that only affecttiming ...~~~ . SRR PR . ) TRINER M &
Increases based on tax positions related to 2008 i . 3
Decreases related to setlements with taxing authoritles o T T ¢ B
Decrease from expiration of statute of limitations 9 =
Unrecognized tax benefits at December 31, 2008 T o -§$: 146§ 488 RIEN

Included in Exelen’s unrecognized tax benefits balance at December 31, 2009 and December 31, 2008 is approximately $1.4 billion of tax
positions for which the ultimate 1ax benefit is highly certain, but for which there is uncertainty about the timing of such benefits. The disallowance of
such positions would not materially affect the annual effective tax rate but would accelerate the payment of cash 1o or defer the receipt of the cash
tax benefit from the taxing authority to an earlier or later period respectively.
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Unrecognized tax benefits that If recognized would affect the effective tax rate

Exelon, Generation and ComEd have $35 million, $33 million and $62 milkion, respectively, of unrecognized tax benefiis at December 31,
2009 that, if recognized, would decrease the effective tax rate, Exelon, Generation and ComEd had $23 million, $28 million and $65 million,
respectively, of unrecognized tax benefits at December 31, 2008 that, if recognized, would decrease the effective tax rate.

Total amounts of interest and penalties recognized

Exelon, Generation, ComEd and PECQ have reflected in thelr Consolidated Balance Sheets as of December 31, 2009 a net interest
raceivable {payable) of $28 million, $(17) miltion, $(28) million and $54 million, respectively, related to their uncertain tax positions. Exelon,
Generation, ComEd and PECC reflected in thelr Consolidated Balance Sheets as of December 31, 2008 a net interest receivable (payable) of
$(18) miltion, ${10) mitlion, ${20) million and $48 million, respectively, related fo their uncertain tax positions. The Registrants recognize accrued
Interest related to uncertain tax positions in interest expense (income) in other income and deductions on their Consolidated Statements of
Qperations. Exelon, Generation, ComEd and PECO have refiected in their Consolideted Statements of Qperations net interest expense (income)
of $(42) miliion, $9 million, ${62) million and $(5) million, respectively, related to their uncertain tax positions for the twelve months ended
December 31, 2009, For the twelve months ended December 31, 2008, Exelon, Generation, ComEd and PECOQ reflected in their Conzolidated
Statements of Operations net interest expense (income) of $(31) million, 5(11) million, ${2} millicn and ${12} million, respeotlvew, related to their
uncertain tax positions. For the twelve months ended December 31, 2007, Exelon, Generation, ComEd and PECO reflected in their Consolidated
Statements of Operations net Interest expense (income) of $(49) million, 324 million, 3{(41) million and $(20) miltion, respectlveiy. related to thelr
uncertain tax positions. The Registrants have not accrued any penalties with respeact to uncertain tax positions.

Reasonably possibie that total amount of unrecognized tax benefits could significantly increase or decraase within 12 months
afier the reporting date

Nuclear Decommissioning Liabiliies (Exelon and Generation)

AmerGen Tiled income tax refund clalms taking the position that nuclear decornmissioning liabilities assumed as part of its acquisition of
nuciear power plants are taken into account in determining the tax basis in the assets it acquired. The additional basis results primarily In reduced
capital gains or increased capital losses on the sale of assets in nonqualified decommissioning funds and increased tax depreciation and
amortization deductions. The IRS disagrees with this position and has disallowed the claims. In November of 2008, Generation received & final
determination from the Appeals division of the IRS (IRS Appeals) disallowing AmerGen’s refund claims. On February 20, 2009, Generation filed a
complaint in the United States Court of Federal Claims to contest this determination. In August 2009, the DO filed its answer denying the
allegations made by Generation in its complalnt,

The wial judge assigned to the case has noted the availability of the court's Alternalive Dispute Resotution (ADR) program as an altemative
to a trial, but the parties have not yet met with the ADR judge. The ADR program is a non-binding process that utilizes a variety of technigues such
as mediation. neutral evaluation, and non-binding arbitration that allow the parties to better understand their differences and their prospects for
setflement, While it is unclear when the parties might meat with the ADR judge, the process could result in an expedited conclusion of the matter.
As a result, Generation believes that it is reasonably possible that the total amount of unrecognizaed tax bensfits may significantly decrease in the
next twelve months.
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Tax Method of Accounting for Repairs

In 2009, Exelon received approval from the IRS to change its method of accounting for repair costs associated with Generation's power
plants. The new tax methad of acoounting resulted in net positive cash flow for 2009 of approximately $420 million. Aithough the IRS granted
Exelon approval ta change its method of accounting, the approval did not afffrm the methodelogy used to calculate the deduction. Exelon has
requested the IRS to review its methodology through its Pre-Filing Agreement program. | that request is granted it Is reasonably possible that the
total amount of unrecognized tax benefits could increase or decrease within the next 12 months.

See 1999 Sale of Fossil Generating Assets in Other Tax Mafters section below for information regarding the amount of unrecognized tax
benefits associated with this matter that could change significantly within the next 12 months.

See Competitive Transition Charges in Other Tax Matiers section below far information regarding the amount of unrecognized tax benefits
assoclated with this matter that could change significantly within the next 12 months.

Description of tax years that remain subject fo examination by major jurisdiction

Taxpayer - Cpen Years

Exelon (and predecessors) and subsidiaries conselidated Federal income tax retumns 1889-2008
Exelon (and predecessors) and subsidiaries WWinois unitary income tax returns 2004-2008
Exelon Ventures Company, LLC Pennsylvania corporate net income tax returmns 2004-2008
PECQ Pennsylvania corporale net income tax returns 2003-2008

Exelon expects the IRS to complete the audit of its 2002 through 2006 taxable years in the first quarter of 2010. Exslon does not expect
there to be any material unresclved issues from that audit except for the carryover effects from ComEd's defemral of gain positions taken on the
sale of its fossil generating assets (discussed below).

Other Tax Matters
1999 Sale of Fossil Generating Assets (Exalon and GomEd)

Exelon, through its ComEd subsidiary, took two positions on its 1999 income tax return to defer approximately $2.8 billion of tax gain on the
1999 sale of ComEd's fossil generating assets. Exelon deferred approximately $1.8 billion of the gain under the involuntary conversion pravisions
of the IRC. Exelon believes that it was ecenomically compelled to dispose of ComEd's fossil generating plants &5 & result of the llinois Act. The
proceeds from the sale of the fossil plants were properly reinvested in qualifying replacement property such that the gain was deferred aver the
lives of the replacement property under the involuntary canversion provisions. Approximately $1.2 billion of the gain was defarred by reinvesting
the proceeds from the sale in qualifying replacement property under the like-kind exchange provisions of the IRC. The like-kind exchange
replacement property purchased by Exelon included Interests in thwee municipai-owned electric generation facilities which were properly leased
back to the municipalities.

Exelon received the IRS audit report for 1899 through 2001, which reflected the full disallowance of the deferral of gain associaled with both
the involuntary conversien position and the like-kind exchange transaction. Specifically, the IRS has asserted that ComEd was nt forced to sell
the fossil
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generaling planis and the sales proceeds were therefore not received in connection with an involuntary conversion of certain ComEd property
rights. Accordingly, the IRS hag asserled that the gain on the sale of the assets was fully subject to tax. The IRS also asserted that the Exelon
purchase and leaseback fransaction is substantially similar to a leasing transaction, known as a SILO, which the IRS does not respect as the
acguisition of an ownership interest in properly. A SILO is a “listed transaction” that the IRS has identified as a potentially abusive tax shelter
under guidance issued in 2005, Accordingly, the IRS has asserted that the sale of the fossil plants followed by the purchase and leaseback of the
municipal owned generation faciliies does not qualify as a like-kind exchange and the gain on the sale is fully subject to tax.

In addition ta attempting to Impase tax on the transactions, the iIRS has assertad penaities of approximately $106 million for a substantial
understatement of tax. Because Exelon believes it is uniikely that the penalty assertion will ultimately be sustainad, Exelon and ComEd have not
recorded a liability for penalties. However, should the IRS prevail in asserting the penalty it would result in an aRer-tax charge of $196 million to
Exelon's and ComEd's results of operations:

Exelon disagrees with the IRS disallowance of the deferral of gain and specifically with the characterization of its purchase and leaseback as
a SILO. Exalon has been in discussions with IRS Appeals for several months in an attempl to reach a settfement on both the invaluntary
conversion and like-kind exchange, in a manner commensurate with Exelon’s and the IRS’ respective hazards of lligation with respect to each
issue. During the second quarter of 2009, Exelon determined that a setlernent with IRS Appeals was unlikely and that Exelon would be required to
initiate litigation in crder to resolve the issuses.

Agcordingly, Exelon concluded that it had sufficient new informalicn that a change in measurement was required during the second quarter
of 2009. As a result of the required remeasurement of these two positions in the second guarter, Exelon recorded a $31 million {after-tax) interest
benefit of which 340 million {after-lax) was recorded at ComEd. The difference in amounts recorded at Exelon and ComEd is due to the method of
allocating interest to the Registrants.

Due to the fact that tax litigation often results in a negotiated settlement, Exelon believes that an eventual setitement on the involuntary
conversion position remains a likely outcome. Exelon and ComEd have established a Hability for an unrecognized tax benefit consistent with their
view as 10 a likely settlement. Management has considered the progress of the ongoing discussions with the IRS Appeals and determined that
there wera no new developments during the fourth quarter of 2008 that require a remeasurement of the amounts recorded. Basedon
managerment’s expectations as fo the ongoing potential of a settiement, it is reasonakly possible that the unrecognized tax benefits related to this
issue may significantly increase or decrease within the next 12 months. It is not possible at this tme to predict the amount, if any, of such a
change.

With regard to the like-kind exchange transaction, Exelon does not currently believe it Is possible o reach a negotiated settlement with either
IRS Appeals or the Govemment’s lawyers prior o a trial. While Exelon has been and remaing willing to settle the issue In a manner generally
commensirate with its hazards of itigation, the IRS has indicated that It will only setle the issue in a manner consistent with published ssttlement
guidelines for SILO transactions. Those guidelines require a nearly complate concession of the issue by Exelon. Exelon does not believe that lts
transaction is the same as or substantially similar to a SILO and does not believe that the concession demanded by the IRS reflects the strength of
Exelon’s position. Accordingly, Exelon currently believes it is likely that the
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issue will be fully litigated. Given that Exelon has determined settlement is no longer a realistic outcome, it has assessed in accordance with
accounting standards whether it will prevail in litigation. While Exelon recagnizes the complexity and hazards of ihis litigatlon, it believes that it is
more likely than not that it will prevail in such litigation and has therefore eliminated any liability for unrecognized tax benafits.

Afully successiul IRS challenge to Exelon's and ComEd's involuntary conversion posilion and like-kind exchange transaciion would
accelerate income tax payments and Increase interest expense refated to the deferred tax gain that bacomes currently payable. As of
December 31, 2009, Exelen’s and ComEd's potential tax and interest that could become cumently payable in the event of a successiul IRS
challenge could be as much as $1.1 billion. Any payments ultimately determined to be due o the IRS related 1o the involuniary conversion position
and the like-kind exchange transaction would be partially offset by the approximately $300 miliion refund due from the settlement of the 2001 tax
method of accounting change for certain overhead costs under the SSCM. A favorable settiement of the tax position related to the CTCs
(discussed below) for the 1999-2001 years could also offset a portion of any tax llabliity due with respect o the final outcome on these positions. If

the IRS were to prevall In litigation on both tax positions, Exelon's and ComEd's results of operations could be negatively affected by as much as
%300 million (after-tax) related to interest expense.

Competitive Transition Charges (Exefon, ComEd and PECO)

Exelon contends that the Hilnols Act and the Competition Act resulted In the taking of certain of ComEd's and PECO’s assets used in their
respective businesses of providing electricity services in their defined service areas, Exelon has filed refund claims with the IRS taking the position
that CTCs collected during ComEd's and PECO's transition periods represent compensation for that taking and, accordingly, are excludible from
taxable income as praceeds from an involuntary conversion. If Exelon is successiul in its claims, it will be required to reduce the tax basis of
praperty acquired with the funds provided by the CTCs such that the benefits of the position are temporary in nature. The IRS has disallowed the
refund claims for the 1929-2001 tax years. Exelon has protested the disallowance and is currently discussing the refund clalms with IRS Appeals.
The years 2002-2006 are currently under IRS audit and Exeion expects the claims for those years to be disellowed;

Under the lllinocis Act, ComEd was required to allow competitors the use of its distribution system resuiting in the taking of ComEd's assets
and lost asset value (stranded casts). As compensation for the taking, ComEd was permitted to collect a portion of the stranded costs through the

collection of CTCs from those custorners electing to purchase slectricity from providers other than ComEd. ComEd collected approximately $1.2
billion in CTCs for the years 1999-2006. .

Similarly, under the Competition Act, PECO was required to allow aothers the use of its distribution system resulting in the taking of PECC’s
assets and the stranded costs. Pennsylvania permitted PECO to collect CTCs as compensation for its stranded costs. The PAPUC detetmined the
total amount of stranded costs that PECO was permitied to collect through the CTCs ta ba $5.3 billion. PECO has collectad approximately $4.4
billion in CTCs for the period 2000 through December 31, 2009. PECO will continue billing CTCs through 2010.

ComEd and PECO have recognized tax benefits assaciated with the CTC refund claims and have accrued interest on this tax positian.
Exelon’s, ComEd's and PECO's management believe that the issuse has been appropriately recognized; however, the ullimate outcome of this
matter could result in unfavorable or favorable impacts to the resulls of operations and financial positions as well as potential
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favarable impacts to cash flows, and such impacts could be material. Management has considered the progress of this matter before IRS Appeals
and determined that there are no new developments that lead to a remeasurement of the amounts recorded. Based on management's
expectations as to the length of the appeal, it Is reasonably possible that the unrecognized tax benefits related to this issue may significanily
increase or dacrease within the next 12 months. It is not possikle at this time to predict the amount, if any, of such a change.

Indirect Cost Capitalization (Exelon, Beneration, ComEd and PECO}

in 2601, Exelan fited a request with the IRS to change its tax method of aceounting for certain overhead costs under the SSCM effective for
years 2001-2004. The tax method change resulted in the deduction of certain overhead costs previously capitalized. In the fourth quarter of 2007,
Exalon and the IRS agreed 10 apply industry-wide guidelines for setiling the amount of indirect overhead costs praviously capitalized. Based on
acceptance of the settlement guldelines, Exelon recorded, in the fourth quarter of 2007, an estimated interest benefit of appreximately $40 million
{after tax) net of a contingent tax consulting fee of $6 million (after tax}. ComEd and PECO recordad an estimated interest benefit {after tax and
net of fee) of approximately $26 millicn and $8 million, respectively. ComEd and PECQ recorded a current tax benefit of $13 million and $26
million, respectively, offset with a deferred tax expensa recorded at Generation of $38 million. In the sacond guarter of 2008, Exelon reached final
settlement with the IRS as to the amounts of the benefit determined through the application of the IRS setilement guidelines. As a result, Exelon
recognized an additional interest henefit of $10 million (after tax) of which $7 million and $2 million of the interest benefit was attributable ta
ComEd and PECQ, respectively. ComEd and PECO recorded a current tax banafit of 34 million and $2 million, respectively, offset with a deferred
tax expansae recarded at Generation of $6 million,

For years beginning after 2004, Exslon, ComEd and PECQ were required to discontinue use of the SSCM and adopt a new method of
capitalizing indirect costs. In the third quarter of 2007, ComEd and PECO developed a new indirect cost capitalization method. As a resuli, Exelon
racorded an estimated interest banefit of $5 million (afler tax). ComEd and PECO recarded an estimaled interest benefit {after tax) of $2 million
and $3 million, respeciively. During the fourth quarter of 2008, the IRS indicated its agreemeni with this new method of capitalizing indirect
overhead costs. Therefore, Exelon recorded an additional interest benefit (after tax) of $12 million of which $15 million and $2 mitlion was
attributable to ComEd and PECO, respectively. In 2008, the IRS industry director issued a new directive for determining the amount of |nd|rect

cosls mpltahzed 1o inventory and setf-constructed property which was consistent with Exelon’s melhcdulogy

tilinais Replacement fnvestmenl.' Tax Credits (Exelon, Generation and ComEd)

On February 20, 2009, the lllinois Supreme Court ruled in Exelon's favor in a case involving refund claims for Illinols investment tax
credits. Consequantly, Exslon recorded approximately $42 million (after tax) of incoma in resuits of operations in the first quarter of 2009 to reflect
the refund claims for investment tax credits and associated interest for the years 1995 — 2008; $35 million and $8 million were recorded at ComEd
and Generation, respectively.

Responding to the lllinois Aormey General's petition for rehearing, on July 15, 2009, the lllinois Supreme Court modified its opinion to
indicate that it was to be applied only prospectively, beginning in 2009. Exelon filed a Petition for Rehearing with the lllinois Suprems Court on
August 4, 2009. The Pelition for Rehearing was denied by the Blinois Supreme Court on Seplember 28, 2009. As a result, Exelon, Generation and
ComEd recorded a charge to third quarter 2009 results of operations to reverse the income previously recognized.
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O Dacamber 22, 2008, Exelon fited a Petition of Wit for Certiorari with the United States Supreme Court appealing the illinois Supreme
Court's July 15, 2009 modified opinian. In the third quarter of 2009 Exelon, Generation and ComEd decreased their unrecognized tax benefits
related o this position. However, as a result of the filing of the United States Supreme Court petition the unrecognized tax benefits continus to be
reported.

Regearch and Development Setifement (Exelon, Generation and ComEd)

In 2007, ComEd and the IRS reached an agreement to settle a research and devetopment claim for tax years 1989 -1998. The incremsnial
impact recorded by ComEd in the fourth quarter of 2007, above the amount recorded with the adoption of the authoritative guidance for accounting
for uncertain income tax pasitions, resulted in a reduction to goodwill of $35 millien, interest income of $15 million (after tax} and a contingant tax
consulting fee of $8 million {after tax). Generation recorded a deferred tax Niability and tax expense of $27 million related to the reduction of future
depreciation due to the basis reduction of the related assets transferred from ComEd. The contingent fee was accounted for in accordance with
the autharitalive guidance for accounting for contingent liabilities and recognized in the fourth quarter of 2007.

Long-Term State Tax Apportionment (Exefon and Genoration)

Exelon and Generation periodically review evenis that may significantly impact how income is appartioned among the states and, therafore,
the calculation of Exelon’'s and Generation's deferred state income taxes. On April 16, 2009, the PAPUC appraved PECO’s electricity procurement
proposal that will have an impact on Exelow’s and Generation's apportionment of income among the states. Accordingly, Exelon and Generation
reevaluated the impacts to deferred state taxes In the second quarter of 2009. The effect of such evaluations resulted in the recording of a
non-cash deferred state tax benefit in the amount of $34.7 millian, net of taxes. Exelon and Gensration have reated electricity as tangible
personal property for this purpose which is consistent with the February and July 2008 fliinols Supreme Court decisions,

Tax Restructuring (Exelon)

In the fourth quarter of 2007, Exelon completed a tax restructuring to allow the utilization of separate company losses for state income tax
purposes. As a result of the restrucluring, Exelon recorded a defered 1ax benefit of approximately $63 million related primarily to temporary

differences originating through OCI. The: effect of the tax restructuring in the fourth quarter of 2007 and its Impact on the deforred tax assets al
Exelon were recorded in net income.

Investments in Synthetic FueProducing Facllitfes (Exelon)

Exelon, through three separate wholly owned subsidiaries, owned interests in two limited liability companies and one limited parinership
(collectively, the sellers) that awn synthetic fust-producing facilities. Prior to December 31, 2007, Section 45K (formarly Section 29) of the IRC
provided tax credits for the sale of synthetic fuel produced from coal. The ability to eam these synthetic fuel tax credits expired on December 31,

2007 and. as such, 1he synthetic fuel-preducing faciliies that Exelon had interests in ceased operations on or hefore December 31, 2007. The
agreemerits with the Sellers terminated in 2008.

Intsrests in synthetic fuel-producing facilities did not have any net impact on Exelon’s net income for the years ended Dacember 31, 2009
and December 31, 2008 and increased Exelon's net income
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by $87 million during the year ended December 31, 2007. Net income from interests in synthetic fusi-producing facilities is reflected in the
Consolidated Statements of Operations in income taxes, operating and maintenance expenss, depraciation and amortization expense, interast
expense, equity in losses of unconsolidated affliates and ather, net.

Tax Sharing Agreement (Exeion, Generation, ComEd and PECOQ)

Genaration, ComEd and PECO are all party to an agreemeni with Exelon and other subsidiaries of Exelon that provides for the allocation of
consolidated tax liabiliies and benefits (Tax Sharing Agreement). The Tax Sharing Agreement provides that each party Is allocated an amount of
tax similar to that which would be owed had the party been separately subject to tax. In addition, any net benefit attributable to Exelon is
reallocated to the other Registrants. That allocation is treated as a contribution 1o the capital of the party receiving the benefit. During 2009,
Generation, ComEd and PECO recorded an allocation of Faderal tax benefits from Exeion under the Tax Sharing Agreement of $57 million, $8
million and $27 million, respectively.

11. Asset Retirement Obligations (Exelon, Generation, ComEd and PECO)
Nuclear Decommissioning Asset Retiremant Dbligations

Generation has a legal obligation to decommission its nuclear power plants following the expiration of their operating licenses. Generation
will pay for its respective obligations using trust funds that have been established for this purpose. The following table provides a rollforward of the
ruclear decommissioning ARD reflected on Exelen’s and Generation's Consolidated Balance Sheets, from January 1, 2008 to December 31,
2009:;

Nuchear decommissioning ARO at Januery 1, 2008 R
Net decrease resultlng from updates to estlmated future cash ﬂows
Accretion expenias
Payments to decommission retlred plants

Nucléar desdmmissioning ARQ at December 31, 2008

Net decrease resultang from updales to estlmated future cash ﬂows
Accreionespense ;

Payments {0 decommlsswn ratired plants

Nuctear detommissioning AR at December 31, 2009

{a} Includes $17 million and $13 million as the current portion of the ARO at December 31, 2008 and 2008, respectively, which is included in other current Kabilities on
Exelon's and Generation's Consolidated Balance Shests,

During 2009, Generation recorded a net decrease in the ARO of $409 million, primarily due to an update in the third quarter of 2009, which
reflacted updatad decommissioning cost studias recsived for six nuclear units and a decline from the previous year in the cost escalation factar
assumptions used to estintate future undiscounted decommissioning costs. This decrease in the ARD resulted In the recognition of $47 million of
income {pre-tax), which is included in operating and maintenance expense in Exelon’s and Generation’s Consolidated Statements of Operations,
representing the reduction in the ARO In excess of the existing ARC balances for the Non-Regulatory Agreement Units.
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During 2008, Generation recorded a net decrease in the ARQ of $300 million, primarily due to an update in the third quarter of 2008, which
reflected updated decommissioning cost studies received for seven nuclear units, a decline fromn the previous year in the cost escalation factor
assumptions used to estimate future undiscounted decommissioning costs and a change in management’s expectation of the year in which the
DOE will begin accepting SNF (from the previous estimate of 2018 to 2020}, partially offset by a change in the probabllities assigned 1o
decommissicning alternatives for Zion Station to reflect a revised probability for accelerated decommissioning. The:-dacrease in the ARQ resulted
in the recognition of $19 million of income (pre-tax), which is included in operating and maintenance expense in Exélon's and Generation's
Consolidated Statements of Operations, representing the reduction in the ARQ in excess of the existing ARC balances for the Non-Regulatory
Agreement Units. '

Overvisw of Trust Funds. Trust funds have been established for each generating station unit to satisfy Generation’s nuclaar
decommissioning obligations. Trust funds established for a particular unit may not be used o fund the decommissioning obiigations of any other
unit. :

The trusts funds assoclated with the former ComEd, former PECO and former AmerGen units have been funded with amounts collected
from ComEd customers, PECO customers and the previcus owners of the former AmerGen plants, respectively. Based on ah ICG order, ComEd
ceased collecting amounts from its customers to pay for decommissioning costs. PECO currently collects funds, in revenues, for decommissioning
the former PECO nuclear plants through regulated rates, and these collections are expected o continue through the operating lives of the plants.
The amounts collected from PECO customers are remitted to Generation and deposited into the trust funds. Every five years, the PAPUG reviews
the adequacy of the annual amount that PECO Is allowed to collect from its customers. Based on this review, the PAPLIC may adjust PECCO's
collections upward or downward, Based on the most recent PAPUC review, effective January 1, 2008, the annual collection amount was sel at
$29 million. The next five-year adjustment Is expected to be reflected in rates charged to PECO customers effective January 1, 2013. With respect
to the former AmerGen units, Generation does not collect any amounts, nor Is there any mechanism by which Generation can seek to collect
additional amounts, from customers. Apart from the contributions made to the trust funds from amounts collected fram ComEd and FECO
customers, Generation has not made contributions to the trust funds,

Any shortfalt of funds necessary for decommissioning, determined for each generating station unit, s uimately required to be funded by
Generation. Generation has recourse to collect additional amounts from PECO customers related to a shortfall of trust funds for the former PECO
units, subject to certain limitations and thresholds, as prescribed by an arder from the PAPUC. Generally, PECO will not be allowed tc collect
amounts associated with the first $50 million of any shortfall of trust funds, on an aggregate basis for all former PECQ units, compared {o
decommissioning obligations, as well as 5% of any additional shorttalls. This Initlal $50 million and up to 5% of any additional shortialls would be
borne by Generation. No recourse exists ko collect additional amounts from ComEd customers for the former ComEd units or from the previcus
owners of the former AmerGen units. With respect to the former ComEd and PECOQ units, any funds remaining in the trusts after decommissloning
has bean completed are required to be refunded to ComEd's or PECO's customers, subject 10 certaln limitations that allow sharing of excess
funds with Generation related ta the former PECO units. With respect to the former AmerGen units, Generation retains any funds remaining in the
trusts after decommissioning. :

Accounting implications of the Regulatory Agreements with ComEd and PECO. Based on the regulatory agreement with the ICC that
dictates Generation’s obligations related to the shortfall or excess of trust funds necessary for decommissioning the former ComEd unfts on a
unit-by-ynit basis,
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as long as funds held in the NDT funds exceed the total estimated decommissioning obligation, decommissioning-related activities, including
realized and unrealized income and [osses on the trust funds and accretion of the decommissioning obligation, are generally offset within Exelon's
and Generation's Consolidated Statements of Operations. The offset of decommissioning-related activities within the Consolidated Siatement of
Operations results in an equal adjustment to the noncumment payables to affiliates at Generation and an adjustment to the regulatory liabilities at
Exelon. Likewise, ComEd has recordsd an aqual noncurrent affiliate receivable from Generation and corresponding regulalory liability. Should the
value of the trust fund for any fermer ComEd unit fall below the amount of the estimated decommissioning obligation for that unit, the accounting to
offset decommissioning-related activitias in the Consclidated Statement of Operations for that unit would be discontinued, the
decommissioning-related activities would be recognized in the Consolidated Statements of Operations and the adverse impact to Exelon's and
Generation’s results of operations and financial position could be material, At December 31, 2009, the trust funds of each of the former ComEd
units exceaded the related decommissioning obligation for each of the units. For the purposes of making this debermination, the decommissioning
obligation referred to is the ARO reflected an Generatian's Consolidated Balance Sheet at December 31, 2009 and is different from the calculation
used in the NRC minimum funding ebligation filings based on NRC guidelines.

Based on the regulatory agreement supported by the PAPUC that dictates Generation’s rights and obligations related to the shortfall or
excess of trust furwls necessary for decommissioning the seven former PECO nuclear units, regardless of whether the funds held in the NDT
funds exceed or fall short of the total estimated decommissioning obligation, decommissioning-related activities are generally offset within Exelon's
and Generation's Consolidated Statements of Operations. The offset of decommissioning-related activities within the Consclidated Statement of
Operations results in an equal adjustment to the noncurrent payables to affiliates at Generation and an adjustment ta the regulatory liabilities at
Exelon. Likewise, PECO has racorded an equal noncurrent affiliate receivable from Generation and a corresponding regulatory liability. Any
changes o the PECO regulatory agresments could impact Exelon's and Generation's ability to offset decommissioning-related activities within the
Consolidated Statement of Operations, and the impact to Exelon’s and Generation's results of operations and financial position could be material.,
See Note 2—Regulatory Issues for information regarding a PAPUC Investigation o determine if PECO’s decommissioning cost collections from
sustomers should continue after December 31, 2010.

The decommissioning-related activities related to the Clinton, Oyster Creek and Three Mile 1siand nuclear plants {the former AmerGen units)
and the portions of the Peach Bottom nuclear plants that are not subject to regulatory agreements with respect to the NDT funds are reflected In
Exelon’s and Generation’s Consolidated Statements of Operations, as there are no reguiatory agreements associated with these units. Refer to
Note 19—Supplemental Financial information and Note 21—Related Party Transactions for information regarding regulatory liabilittes at ComEd
and PECO and intercompany balances between Generaticn, ComEd and PECO reflecting the obligation to refund the customers any
decommissioning-related assets in excess of the related decommissioning abligations.

NRC Minimum Funding Requirements. NRC regulations require that licensees of nuclear generating faciliies demonsirate reasonable
assurance that funds will be available in specified minimum amounis at the end of the life of the fadlity to decormission the facliity. During 2008,
the value of the rust funds declined significantly due to unrealized losses as a result of adverse financial market conditions. Despite this decling in
value, Generation believes that the decommissloning trust funds for the nuclear generating stations formerty owned by ComEd, PECO and
AmerGen, the
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expecled earnings thereon and, in the case of the former PECO siations, the remaining amounts to be collected from PECO’s customers will

ultimately be sufficient to fully fund Generation's decommissioning cbligations for its nuclear generating statlons in accordance with NRG
regulations.

Generation is required to provide to the NRC a biennial raport by unit {annually for units that have been retired or are within five years of the
current approved licenss life), based en values as of Decermber 31, addressing Generation's ability 10 meet the NRC minimum funding
levels. Depending on the value of the trust funds, Generaticn may be required to take steps, such as providing financial guarantees through latters
of credit or parent company guarantees or make additional contributions 1o 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, Exelon’s and Generation’s cash fiows and financial position
may be significantly adversely affected. :

Generation's most recent report was filed with the NRC on March 31, 2009, based on trust fund vaiues and estimated decommissioning
phiigations as of December 31, 2008, The estimated decommissioning obligations for the NRC report were calculated in accordanee with NRGC
regulations, and differ from the ARO recorded on Generation's and Exelon’s Consolidated Balance Sheets at December 31, 2008, primarily due to
differences in assumptions regarding the decommissioning alternatives to be used and potential license renewals.

On July 13, 2009, the NRC published a summary of decommissioning trust fund shortfalls at industry nuclear units, which for Generation's
nuclear generating stations set forth an aggregate underfunded position of approximately $1.0 billlon. The NRC calculation assumes one scenario
where decommissioning activities are completed within seven years after the cessation of plant operations, Under NRC regulations, nudlear unit
owners have up to 60 years to complete decommissioning after the cessation of operations, during which time decommissioning funds would
continue o be invested. The NRC did not publish any calculations for alternative scenarios where decommissioning activities are completed et a
later time during the 60-year window. Generation, consistent with NRC regulations, makes its calculations based upon the 60-year
decommissioning sceneario, Consistent with studies approved by the NRC and assuming that decommissioning activities are completed within the
permissible 60-year regulatory time period, Generation believes that six units at three nuclear generating stations were in an underfunded position
by approximately 185 million in total relative to the NRC minimum funding requirement as of December 31, 2008. Over 50% of this total is
attributable 1o Generation's four units at Braldweod and Byron, where Generation has not yet filed for license extensions. Although the NRG does
not allow far potential license extensions 1o be credited in calculating NRC minimum funding requirements, 1o the extent that license extensions
are granted for these units, decommissioting funds will continue to be invested for an additional 20-vear period. Genheration presently anticipates
that it will file for license extensions for these units consistent with its engolng business plan.

Generation and other industry members are engaged in ongoing discussions with the NRC regarding the NRC's calculations. On July 31,
2003, Generation submitted is plan to the NRC to remediate the remaining underfunded position. The multi-step plan Is expected to fully
ramediate any underfunded positions calculated as of December 31, 2009 by Aprll 1, 2010. Additionally, the plan provides for an annual
assessment of Generation's remediation of any underfunded position. Based on the |atest calculations and trust fund values, Generatlon belleves
that the underfunded position is $45 million as of December 31, 2009, Generation does not expect that any cash contributions to the funds will be
required; instead, Generation anticipates that any underfunded position will be addressed through other financial guarantee methods as allowed
by NRC regulations and fald out in the plan submitted to the NRC by Generation.
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As the fulure values of trust funds change due to market conditions, the NRC minimum funding status of Generation’s units will change. In
addition, If changes occur to the regulatory agreement with the PAPUC that currently allows amounts te be collected from PECO customers for
decommissioning the former PECO nuclear plants, the NRC minimum funding status of those plants could change at subsequent NRC filing dates.
At present, Generation anticipates that it will remedy any underfunded position remalning after full implementation of its funding assurance plan as
submilted to the NRC through the issuance of a limited guarantee from Exelon in the amount of up to $45 million, rather than through cash
contributions to the decommissioning trust funds.

Nuclear Decommissioning Trust Fund investments

At December 31, 2009 and December 31, 2008, Exslon and Generation had NDT fund Investments totaling $6,669 million and $5,500
million, regpectively.

In the first quarter of 2009, Generation performed a rebalancing of its NDT fund investments in order to bring the mix of squity and fixad
income investments into alignmant with targeted ratios. At December 31, 2009, approximatety 53% of the funds were invested in equity and 47%
were investad in fixed income securities. At December 31, 2008, approximately 39% of the funds were invested in equity and 61% were invested
in fixed income securities.

Generation's NDT funds participate in a securities lending program with the trustees of the funds. The program authorizes the frustees o
loan securities that are assets of the trust funds to approved borrowers. Tha trustees require borrowers, pursuant to a security lending agreement,
to deliver collateral to secure each loan. The securities are required to be collateralized by cash, U.S. Government securities or irrevecable bank
letters of credit. Initial collateral levels are na less than 102% and 105% of the market value of ihe horrowed securities for collateral denominated
in U.S. and foreign currency, respeclively. Subsequent collateral levels, which are adjusted daily, must be maintained at a level no less than 100%
of the market value of borrowed securities. Gash collateral received is primarily invested in a short-term caollateral fund, but may also be invested in
assets with maturities matiching, or approximating, the duration of the loan of the related securilies. Collateral may not be sold ar re-pledged by the
trustees; however, the borrowers may sell or re-pledge the securities loaned. Ganeration bears the risk of lass with respect to its invesled cash
collateral. Such losses may result from a decline in fair value of spedific investiments or liquidity impairments resulting from current market
conditions. Generation, the trustees and the borrowers have the right ta ferminate the landing agreement at their discretion, upon which barrawers
would return securities to Generation in exchange for their cash colleteral. If the short-term collateral funds do not have adequate liquidity,
Generation may incur losses upon the withdrawal of amaounts from the funds ta repay the borrowaers’ caollataral. Losses recognized by Generation,
whather the result of declines in fair value or liquidity impairments, have not been significant fo date. Management continues to moniior the
performance of the invested collateral and to work dosely with the trustees to fimit any patential further losses.

In the fourth quarter of 2008, Generation declded to end Rs participation in the securities lending program and chase to initiate a gradual
withdrawal of the trusts’ investments in order to minimize potential losses due 1o the lack of liguidity in the market. As part of its withdrawal plan
and in order to minimize realized losses, Generation temporarlly increased ils secwrities on loan during 2008. This temporary increase does not
change Generalion’s intent to end its participation in the securities lending program. Currently, the weighted average maturity of the securities
within the collateral poals is approximately 4 months. At December 31, 2008, Generation had $380 million of loaned securities
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outstanding and held $386 million of related collateral under its lending agreements. At Decerber 31, 2009, Generation had $357 million of
loaned securities outstanding and held $366 million of related collateral under its lending agreemenis, representing a decrease in loaned securitics
outstanding since December 31, 2008 of $23 million primarily due to the retum of loaned securities.

A portion of the income genserated through the investment of cash collateral is remitted to the borrowers, and the remainder is allocaied
between the trust funds and the trustees In their capacity as security agents. Securities lending income aliocated to the NDT funds is Included in
NDT fund earnings and classified as Other, net in Exelon’s and Generation’s Cansolidated Statements of Operations and was not significant
during the years ended December 31, 2009 and 2008.

The following table provides unrealized gains (losses) on NDT funds and other-than-terporary impairment of NDT funds for the years ended
2008, 2008 and 2007:

Exsion and Generation
For the Yaars Ended
December 31
2009 ] 2006 2007
Net unrealiZed geins (losses) ogdecommissioning trust funds—— S R S S
Regulatory Agreement Units ' $ 798 T (1,029) Cog A
Net unrealized gains (losses) on decgmmissioning trust funds—
Non-Regulatory Agreement Units 2274 {324y (1)
Cther-than-temporary impairment of decommissioning trust funds—Regulatory Agreemert R PP e P
Units T S i 7 SR N Y ST - | L
Cther-than-temporary Impairment of decormmissioning trust funds—
Naon-Regulatary Agreement Units wa nia (9) @

[a) Generation's NDT funds associated with the former ComEd and former PECD nuclear generating units that are subject to regulatory agreements with respect to NOT

funding are subject to coniractual elimination pursuant to regulalory accounting and included in regulatory liabilities on Exelon's Consolidaled Balance Sheets and
noncurrent payables to affiliates on Generation's Consolidated Balance Sheets.

{t} Genaration's NDT funds that are nct subject lc a regulatory agraement with respet 1o NDT funding are inchuded within Other, net in Exelon's and Generation's
Consolidated Statements of Operations and Comprehensive Income.

(¢} As aresult of certain NRG restrictions, Exelon and Generation were unable io demonsirate the ability and intert 10 hold the NDT fund investments through a recovary
period and, in accordance with other-than-temporary impaired investment authoritative guidance, recognized any unrealized hotding losses immediately.

(d) Included in Other, net in Exelon's and Generation's Consclidated Statement of Operations.
{8) Induded in accumulated OCI on Exelan’s and Generation's Consolidated Balance Sheel,

Interest and dividends on NDT fund investments are recognized when earned and are included In Other, net In Exelon's and Generation's
Consolidated Statements of Operaticns. Interest and dividends samed on the NDT fund investmenis for the Regulatory Agreement Units, which
are subject to regulatary accounting, are eliminated within Other, net in Exelon and Generation's Consofldated Statement of Operatians.
Non-Nuclear Asset Retirement Obligations {(Exelon, Generation, ComEd, and PECO)

Generation has AROs for plant closure cosis associated with its fossil and hydroelectric generating stations, including asbestos abatement,
remaval of certain storage tanks and other decommissioning-related activities. ComEd and PECO have AROs primarily associated with the
abatement and dispesal of equipment and buildings contaminated with asbestos and PCBs, ’
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The following table presents the activity of the non-nuclear AROs reflected on the Registrants’ Consclidated Balance Shesets from January 1,
2008 to December 31, 2009:

. PECO
Neti |ncrea‘§e resultlng from updates to estimated future cash ﬂows 1
Payments —
Non-nuclear AR af Desermiber 31, 2008 s 24
Net Increaée (decrease} resultlng from updates to estnmated future cash ﬂows )]
Accretion . 1
Payments _—
Non-nuctear ARCs st Deceimibier 31, 2009 ~ . " $ 24

(@) For ComEd and PECD, the majority of the acorstion is recorded a& an increase to a regulatory assel dus to the associated regulations.

During 2009, ComEd recorded an $85 million reducticn 1o its ARQ liabilities and ofisetting credits to the associated regulatory accounts
based on management’s revised assumptions. This change in estimate did not have an impact on CamEd's results of operations or cash flows,

12. Spent Nuclear Fuel Obligation (Exelon and Generatian)

Under the NWPA, the DOE s responsible for the develapment of a geologic repository for and the disposat of SNF and high-level radioactive
waste. As required by the NWPA, Generation is a party to contracts with the DOE (Standard Contracts) to provide for disposal of SNF from
Generation's nuclear generating stations. In accordance with the NWPA and the Standard Contracts, Generation pays the DOE one mill ($.001)
per kWh of net nuclear generation for the cost of SNF disposal. This fee may be adjusted prospectively in order to ensure full cost recovery, The
NWPA and the Standard Contracts required the DOE to begin taking possession of SNF generated by nuclear generating units by no iater than
January 31, 1998. The DOE, however, falled to meel that deadline and its performance will be delayed significantly. In January 2009, the DOE
issued its Draft National Transportation Flan fer the proposed repasitory. The DOE's press statement accompanying the release of the plan
indicated that shipments to the repository are not expected to begin before 2020.

The 2010 Federal budget (which became effective October 1, 2009) eliminated almost all funding for the creaticn of the Yucca Mountain
repository while the Cbama Administration devises a new strategy for long-term SNF management. Debate surrounding any new strategy likely
will address centralized inferim storage, permanent storage at multiple sites andfor SNF reprocessing. Given the program's history of funding
restrictions, it is possible that shipments to the repository may not begin by 2020, Because thers is no particular date after 2020 that Generation
can estabilsh as having a higher probability as the start date for facility cperations, Generation uses the 2020 date as its best estimate of when the
DOE will begin accepting SNF. This extended delay in SNF acceptance by the DOE has led to Generation's adoption of dry cask storage at its
Dresden, Umerlck, Oyster Creek, Peach Bottom, Byron, Braidwood, LaSalle and Quad Cities stations. Generatlon performed sensitivity analyses
assuming that the estimated date for the DOE acceptance of SNF was delayed to 2025 and to 2035
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and determinad that Generation's aggregate nuctear ARQ would be reduced by an immaterial amount in each sceharie. In August 2004,
Generation and the U.S. DQJ, in close consultation with the DOE, reached a settliement under which the government agreed to reimburse
Generation for costs associated with storage of SNF at Generation’s nuclear stations pending the DOE's fulfilimerit of its abligations. Generation
submits annual reimbursement requests to the DOE for cosls associated with the starage of SNF. In all cases, reimbursement requests are made
only after costs are incured and only for costs resulting from DOE delays in accepting the SNF.

Under the agreement, Generation has received cash reimbursements for casts incurred through April 30, 2009, totaling approximately $360
mitlion {$282 million after considering amounts due to co-owners of certain nuclear stations and to the former owner of Oyster Creek). As of
December 31, 2009, the amount of SNF storage costs for which reimbursement will be requested from the DOE under the settlernent agreement
is $69 million, which is recorded within accounts receivable, ofher. This amount is comprised of $17 million, which has been recorded as a
reduction to operating and maintenance expense, and $49 million, which has been recorded as a reduction to capital expenditures. The remaining
$3 million represents amounts owed to the co-owners of the Peach Bottom and Quad Cities generating facilities.

The Standard Contracts with the DOE also required the payment to the DOE of a one-time fee applicable to nuclear generation through
April 6, 1983. The fee related to the former PECO units has been paid. Pursuant to the Standard Contracts, ComEd previously elected to defer
payment of the ore-time fee of $277 million for its units (which are now part of Generation), with interest to the date of payment, until just prior to
the first delivery of SNF to the DOE. As of December 31, 2009, the unfunded SNF liability for the one-time fee with interest was $1,017 million,
Interest accrues at the 13-week Treasury Rate, The 13-week Treasury Rate in effect, for calculation of the interest acorual at December 31, 2008,
was 0.061%. The liabilities for SNF disposal costs, including the one-time fee, were transferred to Generation as part of the 2001 corporate
restructuting. The outstanding one-time fee obligation for the Oyster Creek and TMI units remains with the former owners. Clinton has no
cutstanding obligation. See Note 7—Fair Value of Assets and Liabilities for additional information.

13. Retiroment Benefits (Exelon, Generation, ComEd and PECO)

Ag of December 31, 2009, Exelon sponsored seven defined benefit pension plans and three posiretirement beneftt plans for essentially all
Generation, ComEd, PECC and BSC employees.

Exelon’s tragitional and cash balance pension plans are intended to be tax-qualified defined benefit plans. Substantially all non-union
employees and electing union employees hired on or after January 1, 2001 participate in cash balance pension plans. Effective January 1, 2009,
substantially all newly hired union-represented employees participate in cash balance pension plans. Exelon has elected that the trusts underlying
the plans be treated under the IRC as qualified frusts. If certain conditions are met, Exelon can deduct payments made to the quallfied trusts,
subject (o certain IRC limitations. Exelon aiso sponsors certain non-qualified pension plans.
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Benefit Objlgations and Plan Assets, and Funded Stalus

Exelon recognizes the overfunded of underfunded status of defined benefit pension and other postretirement plans as an asset or liability on
its balance sheet, with offsetting entries to Accumulated Other Comprehensive Income (AOCI) and regulatory assets, in accordance with the
applicable authoritative guidance. The impact of changes In assumptions used to measure pension and other postretirement benefit obligations is
generally recognized over the expected average remaining service period of the plan participants, rather than immediately recagnized. The
measurement date for the plans is December 31. The obligations reflect the impact of Exelon’s 2009 restructuring activities and changes in certain
plans related to some union participants. The following table provides a roliforward of the changes in the benefit obligations and plan assets for the

most recent twa years for all plans combined:

Net benefit obl lgatlon at beglnnlng of year

Eervice cost e
Interest cost

Flan participants’ contributions

Actuarial lass (gain)

Plan Amendments -

Curtailments/settlemeants

Spedial termination benefits *

Gross benefits paid

Faderal subsidy on benefits:paid: -

Net benefit obligation at end of year

Chiangeé in plan sssets; ; NERTC A
Fair value of nel plan assets at beglnnlng of year

Actiral returrt on plan assels
Employer contributions
Plan participaite” contrifictions .
Gross benefits paid

Fair value of oot flan‘assets atend of year -~ .~

Other
—_Pension Bengfits ___ —_Pastrotiemant Benefits
2009 2008 208
AT ps , N TG b. ™ ,, - % :.) = '. T e J'na T :
'$10,788 $ 3336
651 208
479 176 31 (14)
2 16 S —
2 1 o -
(618) (830
$ 11,482 $ 10,788
56684  § 86 1224 §
1382 (zm}‘-- ERERIERS " RS o
441 , o157
S Sy UL Ay
{618) (830) (203
-$ 7839 8 6664 - 31478

Exelon presents its benefit obligations and plan assets net on its batanca sheet within the following line fems:

Pension nbllgatlons ‘‘‘‘‘
Non-pension postistirement bénefit obligations’ ”
Unfunded status {net benefit obligation less net plan assets)

Source: EXELON CORP, 10K, Febraary 05, 2010

Other
Pension Pastretiremeant
Benefits Bonefits
As of As of
Dacambar 31 Decembar 31,

v ———————
009 2008 2000 2008
FORR AR TG m

Vo TIZ4800 . 296K
 $3643 $4124 § 2,182 - § 2,268
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The funded status of the pension and other postretirement benefit obligations refers to the difference between plan assets and estimated
obligations of the plan. During 2008, Exelon’s unfunded status increased significantly, primarily due to lower than expected 2008 assel returns,
The unfunded balance of the plans decreased 1o $5.53 billion as of December 31, 2009 as compared 10 $6.38 billion at 2008. While & decrease in
discount rates and other factors resulied in an increase In the pension and other postretirement obligation, it was more than offset by the

significant increase in asset values during 2009. The funded status may change over time due to several factors, including contribution levels,
assumed discount rates and actual returns on plan assets.

The following table provides the projected benefit obligations (PBO), accumulated bensfit obligation (ABO} and fair value of plan assets for
all pension plans with an ABQ in excess of plan asssts.

Dacomber 311
Projected benefit obtigation . o - B R L B i
Accumulated benefit obligation ) 10,695 10,017
Fair value of net plan assets : S S ‘ ‘ U NN - .. 564

The following table pravides the PBO, ABO and fair value of all pension plans with a PBO in excess of plan agsets.

Projected benefit obligation SR e IERPRTEINIY SR
Accumulated benefit abligation . ‘ ) o
Fair value of nat plan assets L R ’ Lo AR AR

2008
- § 10,708
10,017

On an ABO basis, the plans were funded at 73% at Decamber 31, 2009 compared to 67% at December 31, 2008. On a PBQ basis, the

plans were funded at 68% at December 31, 2009 cumpared to 62% at December 31, 2008. The ABQ differs from the PBO in that it includes no
assumption abaout future compensation levels.
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Components of Net Perlodic Benefit Costs

The following table provides the components of the net periodic benefit costs for the years ended December 31, 2009, 2008 and 2007 for all
plans combined. The table reflects a reduction in 2009, 2008 and 2007 of net periodic postretirement benefit costs of approximately $358 million,
$38 million and $44 million, respectively, related to a Federal subsidy provided under the Medicare Prescription Drug, Improvement and
Modernization Act of 2003 (Prescription Drug Act), discussed further below.

Other
Pension Benefits Postretiremant Benefits
2009 200! 2007 2IJI19 2005 2007

Campononts of hbt Periedic benefit cost:

Service cost $178 § 163 $ 163 113 $ 103 $ 106
Interest cost L AR e o Uvo 681 ST638 - U CA08.% E0B. . 2080 182
Expected return on assets o i s (_836) (816) o (9‘4_)' (121) (115)
Amoitizatonof: - T : S St e NS LT
 Transiticn obllgation ] = — — g 10
Prior service cost {credit) - ’ ’ A . 14 T45 16 {58) - {57} L (58)
Actuarnial loss 187 127 148 a7 a3 63
Curtailment/satttemnent charges ‘ 6 g 5 - — —_
Special termination benefits — — 1 4 — —
Nat periodic benefiticost o L : $ 268 . § 113 $-1200 $268 - § 208 - § 200

Through Exelon's postretirement benefit plans, the Registrants provide retirees with prescription drug coverage. The Prescription Drug Act,
enacted an December 8, 2003, introduced a prescription drug benefit under Medicare as well as a Federal subsidy to sponsors of retiree
healthcare bensfit plans that provide a benefit that is at least actuarially equivalent to the Medicare prescription drug benefit. Management
balieves the prascription drug benafit pravided under Exelon’s postretirement henefit plans meets the requirements for the subsidy.

The effect of the subsidy an the components of net periodic postretirement benefit cost for 2009, 2008 and 2007 included in the consolidated
financial statements was as follows:

Reductlon in currem penod service oost
Raduction in Tisscést vost on thg APBO -
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Components of OCI and Regulatory Assels

Under the authoritative guidance for regulatory accounting, a portion of net periodic benefit costs is capitalized within Exelon’s Consalidated
Balance Sheets o reflect the expected regulatory recovery of these amounts, which would otherwise be charged to OCI. The following tables
provide the components cf OCI and regulatory assets for the years ended December 31, 2009, 2008 and 2007 for all plans combined.

Qihor
Pension Benefits Postratiramant Benefits
s 2008 007

Changes in plan assets and beneﬁtobligutmsﬁeogniadhmm

regulatory assets: RSN
Current year actuarial {gain) loss $ (94) $ 3432 § 127

(mg)"

$(154) § 495
Amgeriization of actuarial gain (loss) R : ¢197) {127y p48) T oEn - {83}
Current year prior service cost 2 18 - = -
Amortization of prior service cost {credit) . ot SR ¢ ST & i BEOE 4 1.3 I A . B 53
Amortization of transition obligation — — — o9 (10) ) ;10)
Settlemants : : - {B) @y .\ L = e
Total recognized in OCI and regulatory assets $(309) $3297 § (42) $ (194) % 488 $ (126)

The following table provides the components of Exelon’s gross accumulated other comprehensive loss and regulatory assets thal have not
been recognized as components of periodic benefit cost as of December 31, 20069 and 2008, raspactively, for all plans combined:

Other
Pension Bensfits Postretiremsnt Benafits
As of As of
Dacember 31
2008 55“ !
Transition obligation : C v e FTER R
Prior service cost {credit) 118 © 130
Aciuap?l loss L ) . . : N RN X & - Pt

Total $ 5956 $ 6,265

(a) Of the $5,956 million ralated to pension benefits, $3,819 million and $2,137 million are inddudad in AOCI and regulatory assels, respactively, as of Decamber 31, 2009. Of
the $348 million related to other postretirement benefits, $470 million and $478 million are included in AQCI and regulstory assets, raspactively, as of Decamber 31, 2009.
Of the $6,265 million related to pansion benefils, $4,023 millon and $2,242 million are mcluded in AQOCI and regulatory assets, rospestively, as of December 31, 2008. OF

12h§0§1.142 million refated to other postretirement benefits, $555 millicr and $587 million are included in AOCI and reguiatery assets, respectively, as of December 31,
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The following table provides the components of Exelon’s AQCH and regulatory assets as of December 31, 2008 {inciuded in the table above)
that are expected to be amortized as components of periodic benefit cost in 2010. These estimates are subject to the completion of a vatuation
report of Exelon’s pension and other postretirement benefil obligations. Thig valuation report will reflact actual census data as of January 1, 2010
and actual claims activity as of December 31, 2009 and is expected to be completed by the first quarter of 2010.

Pension Other
Benofits Postretiremert Benefits

T s e
Prior service cost {cre L (36)

ptloss ., A . . S pege Tl g
Total $ 270 $ 26

(a) Of the 3270 million related 1o pension benefits, $166 million and 3104 million are included in AOC) and regulatory assets, respectively, as of Docember 31, 2008, Of the
326 million related to other postretirement banefits, $11 million and $15 million are expected ic be included in AQGI and reguiatary assats, respectively, as of
December 31, 2009.

Assumptions

The measurement of the plan obligations and costs of providing benefits under Exslon’s defined benefii or other postretirement plans
involves various factors, including the development of valuation assumptions and accounting elections. When determining the various
assumptions that are required, Exelon considers histarical information as well as fuiure expectations. The measurement of benefit costs is affected
by tha actuai rate of return on plan assets and assumptions including the long-term expected rate of retum on plan assels, the discount rate
applied to benefit obligations, Exelon’s expected level of contributions to the plans, the incidenca of mortality, the expected remaining service
pariod of plan participants, level of compensation and rate of compensation increases, employee age, length of servics, the long-lerm expectad
investment rate credited to employses of certain plans, the anticipated rate of increase of healthcare costs and the level of benefits provided to
employees and retireas, among cther factors. The impact of changes in assumptions used to measure pension and other postratirement henefit
obligations is generally recognized over the expected average remaining service period of the plan participants, rather than immediately
recognized.

Expecied Rate of Return. In selecting the expected rate of retumn on plan assets, Exelon considers historical retums for the types of
investments that its plans hold in addition to expectations regarding future long-term asset retums, weighted by Exelon's target asset dass
allocation. In general, equity securities, real estate and privale equity investments are forecasted ta have higher retums than fixed income
securities. Historical relurns and volatilties are modeled to determine asset allocations that best mest the objectives of the investment trusts that
hold the plan assets. A change in asset allocations could significantly impact the expected rate of return on plan assets.
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The fallowing weighted average assumplions were used to determine the benefit obligations for all of the plans at December 31, 2009, 2008

and 2007.
Pension Bansfits Other Postretirement Banafits
2009 {8) 2068 2007 2009 (2} 2008 2007
Dhscogfnt rate - ’ 5% . T BT L R
Rate
compensalion increase 4.00% 4.00% 4,00%
Mortsiity tehie IRSrequired -+ BSwguired - - HBrequied
- moviality tzable moraly tshls | moniakty table
for 2010 2006 for 2008
funding ) B funding
valuation. 7 valvation valuatitn alod it
Healthcare cost 7.8 8.00%
trend on covered
chargas
N/A NIA N/A decreasing {0 decreasing io decraasing 1o
ulimate ultimate ultimate
trend of 5.00% trend of 5.0% trend of 5.0%
in 2015 in 2014 in 2014

{a) Assumplions used to determine year-end 2009 benefit abligations are the assumptions used to estimate the 2010 net perodic benelit cost.

The following weighted average assumptions were used 1o determine the net pariodic benefit costs for all the plans for the years ended

December 31, 2009, 2008 and 2007:

Pansionh Benefits Other Postretirement Beneflts
2009 2008 " 2007 2
Discount rate .- Bog%. . ¢ BERE & T i R AL R TR
Expected return on plan assets 8.50% 8.75% 8.75% 8.10%(®) 7.80%!a) 7.85%(s)
Rate of compensation increase o | 4.00% S AD0% - 400% VoA00% - oo R AoR% DR €+ SRR
Mortality table IRS required IRS required RP 2060 with IRS reguired IRS required RP 2000 with
monality mortaiity 10-year mortality mortality 10-year
table for table for projection of table for table for projection of
2009 2008 martality 2009 funding 20038 funding mortality
funding funding improvements valuation valuation improvements
valuation ~ valuation . )
Haalthcare cost - R R : o TS0%
trend an covered . o o B
charges : T L S =
NA T WA N LY docraEsing . .
) . trend oF5.0%
in 2014

(a} Notapplicable to the Exelon-sponsarad farmer-AmerGen olfwer postretirement benefit plan, as this plan does fot have any plan assets.
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Assumed healthcare cost trend rates have a significant effect on the costs reported for the healthcare plans. A one percentage point change
in assumed healthcare cost trend rates would have the following effects:

Effoct 0 2:0ne porniiges iohn indrages In-assumed hesithcars costitind - R
~ on 2008 total service and interest cost components $ 49
- “on postretirement benefit cbligation ot December 31, 2009 ’ : SRR P ER IR . 448
Eﬁect of a one percentage point decrease in assumed healthcare cost trend on 2009 total serwoe and |nberest cos’( oomponents (40}
on postretirerent benefit obligation at December 31, 2009 . b < 372)
Contributions
The fallowing table provides contributions made by Generation, ComEd, PECO and BSC 1o the pension and other postretirement bensfit
plans:
Other Postretrement
Pension Banefits
2000 2008 2907 2008(W 2007 8
Generation §207 §F 2 -¥F 71 § 18
ComEd ‘ 164 9 3 ‘ - 48 52
PECO- ~ - ' : ‘ ‘ - I L ’ LR o 31
BSC 45 {b) 23 (b) 8 (b) 14 18
Exelofy © 050 L o Aap o S oS dan $80 - $% .. $1637 % 179

{a} The Remisiranis presenti the cash contributions abave net of Fedaral subsidy payments raceived on sach of thair respective Consolidated Stalements of Cash Flows.
Exelon, Generation, ComEd and PECO received Federal subsidy payments of $10 million, $5 million, $3 milkon and $1 milion, respectively, in 2009, $12 million, $5
miltion, $3 milllon and $2 million, respactively, in 2008, and $8 million, $3 million, $2 milkon and $1 million, respectively, in 2007.

{b}  $1 miliion and $5 million of this amount was deferred under Exelon’s defermed compensation plan as of 2008 and 2007. None of the amount was deferred as of
December 31, 2009.

Funding is hased upon actuarially determined contributians that take into account the minimum coniribution required under ERISA, as
amended, for tha pension plans and the amouni deductible for incoms tax purposes for the other postretirement benefit plans. Management
considers these and other factors when making funding decisions. The calculation of funding requirements for pension plans requires stection of a
methodology to determine the actuarial value of assets and the interest rate used to measure the pension liabilities. Recent pension funding
guidance has modified some of those elections.

The Pension Protection Act of 2008 (the Act) became efiective January 1, 2008 and requires companies to, among other things, maintain
certain defined minimum funding thresholds (or face plan benefit restrictions). Generally, effective January 1, 2008 (January 1, 2009 for most
union-represented employees), Exelon prospectively amendad the vesting schedule, benefit crediting rate and investiment crediting rate of its
relevant cash balance pension plans in accordance with interim guidance issued by the U.S. Treasury Department pursuant to the Act. These
changes to the cash balance pension plans did not have a significant impact on Exelon's results of operations or cash flows. In March and

September 2008, the U.3. Treasury Department provided guidance on the selection of the corporale bond yield curve for determining the interest
rate used to calculate plan liabilities and determine
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pension funding requirements. There are other legislative and regulatory funding relief praposals also being discussed. Exelon is monitoring the
progress of these initiatives and evaluating their potential impact on funding requirements and sirategies. '

The Worker, Retiree, and Employer Recovery Act of 2008 (WRERA) was signed into law in Decemnber 2008. WRERA granis plan sponsors
relief from certain funding sequirements and benefit restrictions, and atso provides some technical corrections 1o the Acl. There are two primary
pravisions that impact funding results for Exelon. First, required contributions will be based on a percentage of the funding target for vears
beginning before 2011, rather than a funding target of 100%. These percentages are 92%, 94% and 96% in 2008, 2009 and 2010, respactively.
Second, one of the technical corrections, referred to as asset smoothing, allows the use of average asset amounts, including expected retumns
(subject to certain limitations), for & 24-month period prior to the measurement data, in the determination of funding requirements, Exelon has
slected to utilize asset smoothing for its largest pension plan and market value of assets for its remaining pians. These slections are expacted to

provide Exelon the opportunity to defer certain contributions to later years and potentially mitigate future contributions through investment market
recovery.

During September 2009, Exelon made a discretionary pension contribution of $350 million 1o its largest pension plan. The contribution,
combined with funding elections for the 2009 and 2010 plan years, is expected o reduce future contribution requirements.

Exeion allocates pension contributions to its subsidiaries in proportion to acfive service costs recognized. In addilion, Exelon allocates other
postretirement contributions to its subsidiaries in proportion ta total costs recagnized. Exelon expects to contribute approximately $417 million to
the benefit plans in 2010, of which Generation, ComEd and PECO expect to contribute $198 million, $82 million and $67 million, respactively.
Exelon's expected 2010 benefit plan contributions of $417 million include $281 million of minimurm required pension contributions (including
contributions to avoid benefit restrictions) and other postretirement confributions of $186 million {of which approximatety $100 million is
discretionary). These estimales are subject to the completion of a valuation repart of Exelon's pension and other postretirament benefit
obligations. This valuation report will reflect actual census dala as of January 1, 2010 and claims activity as of December 31, 2009.

Estimated Future Benefit Paymenls
Eslimated future benefit paymenis to participants in all of the pension plans and postretirement benefit plans as of Dacember 31, 2009 were:

Other Poatratirsmant

) Pansion Benefits Benofits
2010 o T PP G [ SR Sy Ze A
201
2012 - VI S
2013 . )
2014 g P K
2015 through 2019
Total estimated future benefits payments thraugh 2018

(a) Estimated future benefit payments do not reflect an anticipated Faderal suhsidy provided through the Prascription Drug Act. The Faderal subsidies 10 be received

by
Exeion in the years 2010, 2011, 2012, 2013, 2014 and from 2015 through 2019 are estimatad ta be $1¢ milllon, 11 millicn, $12 mitlian, $13 million, $14 million and $86
million, respectively.
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Allocalion lo Exelon Subsidiaries

Generation, ComEd and PECO account for their participation in Exelon’s pension and cther postretirement benefit plans by applying
multiemployer accounting. Employee-related assets and liabilities, including both pension and postretirement liabilities, were allocated by Exelon
to its subsidiaries based on the number of active employees as of January 1, 2001 as part of Exelon’s corporate restructuring. Exelan allocates the
campanents of pension and other postratirement costs to the pariicipating employers based upan several factors, including the measures of active
employe participation in each participating unit. The obligation for Generation, ComEd and PECO reflects the initial allocation and the curmulative
costs incurred and contributions made since January 1, 2001.

The following approximate amounts were included in capital and opserating and maintenance expense during 2009, 2008 and 2007,
respectively, for Generation’s, ComEd’s, PECO’s and BSC's allocated portion of the Exelon-sponsored pension and other postretirerment benefit
plans:

) _ Generation ~ GomEd PECO  BSCl@ Exslan
2008 77 EE R i S | e
2008 S ) ) ) 139 10 3 42 314
2000 ok T LT ’ Lol T o 142 TUUH o Touaes s 4% . 320

(@) These amounts primarily represent amounts billed to Exelon’s subsidiaries through intercompany allocations.

Plan Asselts

investment Strategy. Exelon’s overall investment strategy is to achieve a mix of investments for long-term growth and for near-term benefit
payments with diversification of asset types, fund strategies, and fund managers. Exslon seeks to achieve optimal asset retumns while balancing
the liquidity requirements of the plans’ liabilitiés. Exslon utilizes a diversified, strategic asset allocation to efficiently and prudently generate
investment returns that will meet the abjectives of the invastment trusts that haold the plan assets. Assetliability studies are utilized to determine
tha specific asset allocations for the trusts. In gensral, Exelon’s investment strategy reflects the batief that equities are expected to outperform
fixed-income investrments and are well-suited to bear the risk of added volatility over the long-term. Accordingly, the asset allocations of the trusts
usually reflect a higher allocation to equities as compared to fixed-income securities. Equity securities primarily include investments in diversified
portfalios of domestic large cap and small cap firms. Equity securities also include non-U.S, equity securities, which are used to diversify some of
the volatility of the U.S. equity market while providing comparable long-term returns. Fixed-income securities include diversified portfolios invested
across a broad spectrum of primarily investment-grade securities. These pertfolios have the Barclays Aggregate Bond Index as their benchmark.
In the pansion trusts, Exelan generally maintains approximatsly 10% of its plan assets in alternative asset classes. Alternative asset classes are
utitized to provide additional diversification and return potential and include investments in private equity and real estate. On a quarterly basis,
Exelon reviews the actual assst allocations and follows a rebalancing procedure in order t0 remain within an allowable range, as defined by its
policy, of its targeted allocation percentages. Exelon’s investment guidelines limit the amount of allowed exposure to investments in more volatila
seclors and limit concentrations based on established criteria. A change in the overall investment strategy could significantly impact the expactad
rate of retum on plan assets.
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Exelon’s pension ptan’s weighted average assel allocations at December 31, 2009 and 2008 and targel alocation for 2009 were as follows:

Parcentage of Plan Assets
Target Allocation at Dacomber 31,

A_sset Category : ‘ st Decambar 31, 2068 )
Equity securities R U PP R T e

Large Cap 30-35%

Small Cap ‘ o s Ca - ¢ | T

International ) ) 15

Private Equity ’ ’ ‘ o . - I . S
Total Equity Securities 60-65%
Fixed Income Securiies : o T e - 35:40% -
Real Estate 5%
Total ‘ Lo v o

Exelon's other postretirement benefit plan's weighted-average asset allocations at December 31, 2002 and 2008 and target allosation for
2009 were as follows:

Percentaga of Plan Assels
Target Allocation at Decembar 31,
Asset Category at Decembar 31, 2009 2009
.. - . T T T A . PP o

Equity securitles S ' I ‘ PR i

Large Cap o N 35-40%

Small Cap - - ST o 50%. ..

Intemational 13
Total Equity Securities : P R 80-85%
Fixed Income Securities 35-40%
Total ol T NN L

Securities Lending Programs. The majority of the banefit plans participate in a securities Jending pregram with the trusteas of the plans’
investment trusts. The program authorizes the trustee of the particutar trust to lend securitias, which are assets of the plan, to approved borrowers.
The trustees require borrowers, pursuant to a security lending agreement, to deliver collateral to secure each loan. The loaned securities are
required to be collateralized by cash, U.S. Govemment securities or irevocable bank letters of credit. Initiet collateral levels are no iess than 102%
and 105% of the market value of the borrowed securities for collateral denominated in U.S. and forelgn currency, respectively. Subsequent
collateral levels, which are adjusted daily, must be maintained at a lsvel no less than 100% of the market value of borrowed securities. Cash
cellateral received is invested in collateral funds comprised primarily of short term investment vehicles. Collateral may not be sold or re-pledged by
the trustees, however, the borrowers may sell or re-pledge the loaned securities. Exelon's benefit plans bear the risk of loss with respect to
unfavorable changes in the fair value of the Invested cash collateral. Such losses may result from a decline in the fair value of spacific investments
of due to liguidity impairments resulting from current market conditions. Exelon, the frustees and the borrowers have the right 1o terminate the:

lending agreement at any time. In the event of termination, the borrowers must return the [oaned securities or surender the collateral. Losses
recognized by the trust
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were not material during the years ended December 31, 2009 and 2003. Management continues to monitor the perfon'nance of the invested
callateral and work closely with the trustees to limit any potential fosses.

In the fourth quarter of 2008, Exelon decided to end its participation in the securities lending program and chose to initiate a gradual
withdrawal of the trusts’ investrnents in order to minimize potential losses due to the absence of liquidity in the market. As part of its withdrawal
plan and in order to minimize losses, Exelon temporarily increased ite securities on loan during 2009. This temporary increase does nat change
Exelon's intent to end its participation in the securities lending program. Currently, the weighted average maturity of the securities within the
collateral funds is approximately 4 months. The fair value of securities on loan was approximately $358 million and $269 million at Decarnber 31,
2008 and 2008, respeclively. The fair value of the cash and non-cash collateral received for these loaned securities was $365 million at
December 31, 2009 and $274 million at Dacamber 31, 2008. A portion of the income generated through the investment of cash collateral is
remitted io the borrowers, and the remainder is allocated between the irusts and the trustees in their capacily as security agenis.

Caoncenlrations of Credit Risk. Exelon evaluated its pension and other postretirement benefit plans’ asset portfolios for the exisience of
significant concentrations of credit risk as of December 31, 2009. Types of concentrations that were evaluated include, but are not limited to,
investmant concentrations in a single entity, type of industry, foreign country, and individual fund. As of December 31, 2008, there were no

significant concentrations {(defined as greater than 10 percent of plan assets) of risk in Exelon’s pension and other postretirement benefit plan
assets.
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Fair Value Measurements

The following table presents Exelon’s pension and other postretirement benefit plan assets measured and recorded at fair value on Exelon’s

Consolidated Balance Sheets on a recurring basis and their level within the fair value hierarchy as of December 31, 2009:

As of December 31, 2009 (In mllllans] (a) (h

Pansion Plan Assets ST, TEE e T e Ty RN IE

Pension Plan Assets subtotal
Other postretirament benefit plan assels

Pasirelirement hanefit plan subtotal
Total pension and other postretirement benefit plan dssels

(@
{by

@

(e}

Cash equivalenls

Equity securitias

Commingled funds

Fixed Income
Debt securities issuad by the U.3. Treasury and aﬂ'ner
1.3, govemment corporations and agencies -
Debt securilies issued by states of the Unlted Siates and by podmcal subdmsmns Df the smles
Corporate debt securities .
Federal agency mongage-backed securmes
Non-faderal agency morigage-backed:

Fixed Income subtotal

Real Eslate

Gagh equivalents
Eruily securities
Commingled funds
Fixed Income
Debt securities issued by the U.S. Treasuryand other
L.5. povemnment corporatians and agencies .
Debt sacurities issued by states of the United States and bvy poincal subdwnsnons of the states
Carporate debt securities
Federal agency morigage-backed securilies
Non-fedaral agency mertgage-backed securities
Fixed Income subtotal

Reat Estate

See Note 7—Fair Valus of Assets and Liabilities for a description of lavels within the fair value hierarchy,

The perarmance of equity porifolics is benchmarked againsl the Standard and Poor's (S8P) 500 Index, Russell 2000 Index or the Morgan Stanley Capital Imiernational
Europe, Australasia and Far East (EAFE) index. Excludes a $210 million payabte for collateral on leaned securities in connection with the benefit plans” participation in
securities lending pragrams.

The benefit plans own commingled funds that invest in equity and fixed income securities, privala equity, and real astate. The commingled funds that invest in equity
securities seek to out-perform tha S&P 500 Index, Morgan Staniey Capital Intemational EAFE Index and Russall 2000 Index. The commingled funds that hold fixed
income securities invest primarily in domestic investment grade securities. including corporate, municipal, and U.S, Treasury securities. The commingled funds that hold
private equity invesiments seek lo track the Russell 200 plus 300 basis pints, The comminglad funds that hakd direci investments in real estate are diversified by
geography and type of properly. These funds are benchmarked to the National Council of Real Esiats Investment Fiduciaries (NCREIF) index.

This category prednminantly repressnts diverse issues of dameslic, invesiment-grade fixed Income securities. Excludes a $148 million payable for coltaiaral on loaned
gecurities In connection with the benefit plans’ participation In securities lending programs.

This category represents invesimants in federal agency, commercial and residential mortgage-backed securities that seek to out-perform tha Barclays Capitat Aggregate
Index. Excludes a $7 million payabie for collateral on loaned securities in cannection with the bensfil plans’ paricipation in sacyrities kending programs.

The hottal fair value of pension and other postretirement benefit plan assets excludes $20 million of interest and dividends receivable and $490 million related to pending
sales transactions.
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The following table presents the falr value reconclllation of Level 3 assets and liabiliies measured at fair value for pension and other
pastretirement benefit plans during the year ended December 31, 2009;

Commingled Commingled
funds in fumds In

I private equity direct real
{in millions) lnvestments estate ) Total
Balancea as of January 1 2009 aos
Mua&retummplanassats e R o B UL TR T

~ Relating to assels still held at the reportlng date 57

" 'Relating to aissets sold ditihg the period T c B . I
Purchases sales and semements X i ‘ ‘ 136
Trensters info ot of Lavel 37 Lo B : ‘ ‘ L (588} - N
Balance as of December 31, 2[]09 $ 450 5 156 $ 608
Balance as of January 1, 2009 $ 63 $ 53

Relating to assets sold during the period 23 23
Transfers inta (out of) Level 3 (76} (76)
Balanca as of December 31,2009 - . o : & § & —

Valuation Techniques Used to Determine Fair Value

Cash equivalents. Investments with maturities of three morths or less when purchased, including certain short-term fixed-Income securities,
are considered cash equivalents and are included in the recurring fair value measurements hierarchy as Lovel 1 or Level 2.

Equity securities. With respect to individually hedd equity securities, the trustees obtain prices from pricing services, whose prices are
obtained from direct feeds from market exchanges, which Exelon is able to independently corroberats. Preferred and common corporale stocks
are valued basad on quoted prices in active markets and are categorized in Level 1. Equity securities held individually are primarily traded an
exchanges which contain only actively traded securities due to the volume trading requirements imposed by these exchanges.

Commingled funds. Commingled funds are maintained by investment companies and hold certain investments in accordance with a stated
set of fund objeclives, which are consistent with Exelon’'s overall investment strategy. The values of the majority of commingled funds are not
publically quoted and must trade through a broker. For equity and fixed-incame commingled fund traded thraugh a broker, the fund adminisirator
values the fund using the NAV per fund share, derived from the quoted prices in active marksts of the underlying securities. These funds have
been categarized in Level 2. Equity and fixed-income funds with publicaily quoted prices have been categorized in Level 1. Privale equity
commingled funds are generally partnerships in which a benefit plan is a limited partner. These partnerships generate capital retums through
investing in enterprises such as other limited parinerships or other pooled investment vehicles which, in tum, make equity-orianted investments in
venture capital companies. Privaie equity commingled funds are valued by investment managers on a periodic basis using pricing models that use
market, income, and cost valuation methods. Since these valuation inputs are not highly abservable, private equity funds have been categorized
as Level 3.
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Fixed-income securities. For fixed incame securities, multiple prices and price typss are abtained from pricing vendors whenever posalble,
which enables cross-provider validations in addition to checks for unusual daily movements. A primary price saurce is identified based on asset
type, class or issue for each security. The trustees manitor prices supplied by pricing services and may use a supplemental price source or
change the primary price source of a given security if the portfolio managers challenge an assigned price and the trustees determine that another
price source is considered to be preferable. Exslon has ohiained an understanding of how these prices are derived, including the nature and
observability of the inputs used in detiving such prices. Additionally, Exelon selectively comaborates the fair vaiues of securities by comparison to
other market-based price sources. Investments in U.S. Treasury securities have been categorized in Level 1 because they trade in highly-liquid
and transparent markets. The fair valuss of fixed income securities, excluding U.S. Treasury securities, are based on evaluated prices that reflect
observable market information, such as actual trade informatlion of similar securities, adjusted for observable differences and are caiegorized as
Level 2. To draw parallels from the trading and quoling of fixed income securities with similar features, pricing services consider varlous

characteristics including the issuer, maturity, purpase of loan, collateral attributes, prepayment speeds, Interest rates and credit ratings in order to
properly value these securities.

Real Estafe. Real estate investment trusts are valued dally based on quotad prices in active markets and are categorized in Level 1. Reai
estate commingled funds are funds with a direct investment in a pool of real estate properties. These funds are valusd by investment managers on
a periodic basis using pricing models that use independent appraisals from sourcas with professional qualifications. Since these valuation inputs
are not highly observable, real estate investments have been categorized as Leve! 3 investments.

401 (k) Savings Plan (Exelon, Generation, ComEd and PECQ}

Exelcn, Generation, ComEd and PECO participate in a 401(k) savings plan sponsored by Exelon. The plan allows employess to contribute a
portion of their pre-tax income in accordance with specified guidelines. Exelan, Genaration, ComEd and PECCO match a percentage of the
employee contribution up te certain limits. The cost of matching contributions to the savings plan totaled the following:

For the Years Ended i Exelon

2009 e T CoT e e e B W’ B
2008 66

2007 83

14. Corporate Restructuring and Plant Retirements (Exelon, Generation, ComEd and PECQ)

The Registrants provide severance and heaith ard welfare benefits 1o terminated empioyees primarily based upon each individusl
employee's years of service and compensation levsl. The Registrants accrue amounts assocdiated with severance benefits that are considered
probable and that can be reasonably estimated.
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The following table presents total severance benefits costs, recorded as operating and maintenance expense for the year ended
December 31, 2008:

Savarance le penso H(bl : gmrahg; ComEd PECO Other Exelon
Plant retirements—2009 7 — — — 7
Total severanse banafls expense . .0 oo R T g8 o T

{8) The amounts above include $7 million, $4 million, and $2 milicn at Generation, ComEd and PECO, respeciively, for amounts bitled through intercompany allocations for
the yaar andad Dacember 31, 2009.

{p) The severance benefits costs include $1 million of stock compensation expense collectively at Generation and ComEd for which the obligation is recorded in equity for the
year ended December 31, 2009, respectively. Severance benefils also ndude $4 million and $2 million at Exalon and ComEd, respectively, of conlractual termination
banefits expansa for which the obligation is racorded in other postretirement benafits.

{c) Severance-related expenses assoclated with plant retirements are desoribed below,

Corporate restructuring {Exelan, Generation, ComEd and PECO). On June 18, 2009, Exelon announced a restructured senior executive
team and major spending cuts, including the elimination of approximately 500 employee positions. Exelon eliminated approximately 400 corporate
support posifions, mosily located at corporate headguarters, and 100 management lavel positions at ComEd, the majority of which was completed
by September 30, 2009. These actions were in response to the continuing economic challenges confronting all parts of Exelon's business and
industry especially in light of the commodity-driven nature of Generation's markets, necessilating continued focus on cost managemeant through
enhanced sfficiency and productivity.

Exelon recorded a pre-tax charge for estimated salary continuance and health and welfare severance benefits of $40 million in June 2009 as
a result of the planned job reductions. Subsequent to June, Exelon recorded a net pre-tax credit of approximately 8 million, which included a $10
mitlian reduction in esiimated salary confinuance and health and welfare severance benefits, offset by $4 million of expense for contractual
termination benefits. Cash payments under the plan began in July 2009 and will continue through 2010. Subslantially all cash payments are
expected to be made by the end of 2010 or early 2011 resulting in the completion of the corporate restructuring plan.

The following table presents the activity of severance obligations for the corporate restructuring from January 1, 2009 through December 31,
2009, excluding obligations recorded in equity:

Severance Benefits Obligation ComEd Exelon
Bﬂmﬁmﬁyf 2008 ‘ E . S T g -
Saverancecharges recorded o o 7 7 o1z 39
Cashpayments - . . ic o S 1 R O (19)
Other adjustments {3 — (o
Balance at Decerrber 31, 2008 <. .. o ‘ $ IR It - % 19

Plant Retirements {Exelon and Generation). On Dacember 2, 2009, Exelon annaunced its intention to permanently refire 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 (Cromby)
Unit 1 and Unit 2 and Eddystone Generating Station (Eddystone) Unit 1 and Unit 2. In connection with these retirements, Exelon will eliminate
approximately 280 employes positians, the majority of which are
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located at the units to be retired. Thesa actions were in response to the economic cutlook related to the continued operation of these four units.
Total expected costs for Generation related to the announced retirements is $40 million, which includes $18 million for estimated salary
continuance and health and welfare severance benefits, a $17 milllon write down of inventory and $5 million of shut down costs. Additionally,
approximately $218 million of accelerated depreciation expense will be recorded ratably until the plant shutdown date. During the year ended
December 31, 2009, Generation recorded a pre-tax charge of $24 miltion related to the announced retirements, which included a $7 million charge
for estimaled salary continuance and health and welfare severance benefits, and $17 million of expense for the write down of inventory recorded
within operating and mainienance expense in Exelon and Generation’s Consolldated Statements of Operations. Additionally, Generalion recorded

%32 mition of accelerated depreciation expense within depreciation and amortization expense in Exelon's and Generalion’s Congolidated
Statements of Operations.

The following fable presents the activity of severance obligations for the announced Cromby and Eddystone retirernents in December of
2009 from January 1, 2009 through December 31, 2009, excluding obligations recorded in equity:

Exelon and
Severance Benefits Dbligation Géneration
Balance at January 1, 2009 . C ’ T o R IR i st
Severance charges recorded ‘ ) 7
Cash payments ' ‘ i i
Balance at December 31, 2009 3 7

On January S, 2010, PJM netified Exelan that based upon its preliminary analysis, the retirement of one of mate of the Cromby and
Eddystone units may result in reliability impacts to the transmission system. On February 1, 2010, Generation notified PJM that to the extent the
retirement of these units results in reflabllity impacts, Gensration would continue operations beyond its desired deacivation date during the period
of congtruction of the necessary transmission upgrades, provided that Exelon receives the required environmantal permits and adequate
cosl-based compensation. Upon determination of which, if any, units continue to operate beyond May 31, 2011, Gensration wili resvaluate the
appropfiate depreciation useful lives for the impacted units at the time of and based on final operating and cost recovery arrangements made with
PJM.

15. Preferred Securities (Exelon, ComEd and PECQ)

At December 31, 2009 and 2008, Exelon was authorized to issue up to 100,000,000 shares of preferred securities, none of which were
outstanding.

Praferred and Preference Securities of Subsidlaries

Al December 31, 2008 and 2008, ComEd prior preferred securities and ComEd cumulative preference securities consisted of 850,000
shares and 6,810,451 shares authorized, respectively, nane of which were outstanding.
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At December 31, 2009 and 2008, PECO cumulative preferred securities, no par value, consisted of 15,000,000 shares autharized and the
outstanding amounts set forth below. Shares of preferred securities have full voting rights, including the right to cumulate votes in the election of
directors.

December 3,
Redemgtion 2008 2009 2008
Pnco (a) ‘ ’ Dollar Amaunt
$4. BB(SmesD; , % 104 00, ) 8§ 15 $ 15
$4.40(Sevies C R i o o0 C . B | 5 '2?4‘?20& AT 27 .or
$4.30 (Series B) N o o 10200 1Sp 0_00‘_, 150,000 15 15
3380 (FeroeA) L oL B e - 10600~ 300,000 386000 - 307 7 30
Total preferred securities 874,720 874,720 § 87 $ 87

(a) Redeemable, at the option of PECO, at the indicated dollar amounts per shara, plus accrued dividends.

168. Common 8tock (Exelon, Genaration, ComEd and PECO)

At December 31, 2009 and 2008, Exslon's comrmon stack without par value consisted of 2,000,000,000 shares authorized and 668,798,515
and 658,154,642 shares outstanding, respectively. At December 31, 2008 and 2008, ComEd's commaon stock with a $12.50 par valua consisted of
250,000,000 shares autharized and 127,016,519 shares outstanding. At December 31, 2008 and 2008, PECO's common stock without par value
consisted of 500,000,000 shares authorized and 170,478,507 shares outstanding.

ComEd had 75,284 and 75,410 warrants outstanding to purchase ComEd common stock as of December 31, 2009 and 2008, respectively.
The warrants entitle the helders to convert sush warrants into common stock of ComEd at a conversion rate of ane shana of common stock for
three warrants. At December 31, 2008 and 2008, 25,098 and 25,137 shares of common stock, respedtively, were reserved for the conversion of
warrants.

Share Repurchases

Share Repurchase Frograms. In April 2004, Exelon's Board of Directors approved a discretionary share repurchase program that allows
Exslon to repurchase shares of its common stock on a periadic basis in the open market. The share repurchase program is intended to mitigate, in
part, the dilutive effect of shares issued under Exelon’s employee stock option plan and Exelon's ESPP. The aggregate value of the shares of
common stock repurchased pursuant to the program cannot exceed the economic benefit received after January 1, 2004 due to stock option
exercises and share purchases pursuant to Exelon's ESPP. The economic benefit consists of the direct cash proceeds from purchases of stock
and the tax benefits associated with exarcises of stock options. The 2004 share repurchase program has no spacified limit on the number of
sharss that may be repurchased and no specified termination date. Any sharas repurchased ara held as treasury shares unless cancelled or
reissued at the discretion of Exelon's management. During 2008, 6.6 million shares of common stock were purchased under this share repurchase
program for $500Q million.

On August 31 and December 19, 2007, Exelon’s Board of Directors approved a share repurchase program for up to $1.25 billion and $500
million of Exelon's cutstanding commoan stock, respectively. In 2007, Exelon entered into agreements to repurchase a total of $1.25 billion of
Exelon's common
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