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MANAGEMENT DISCUSSION SECTION 

Jonathan Arnold, Managing Director and Senior Equity Research Analyst, Deutsche Bank  

Okay, we’re going to get started here, please, and move on to our next presenter, who will be Bill 
Von Hoene from Exelon. We’re delighted to have Bill with us today. He’s the EVP of Finance and 
Legal. There’s also a couple other members of the Exelon team here with us. 
 
So I’m not going to take any more of Bill’s time, and we look forward to his comments and some 
Q&A after. 
 

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

Thanks very much, Jonathan. It’s very nice to be here, and congratulations on a very successful 
conference. 
 
Good afternoon, everyone. Thank you very much for being here. I’m happy to speak for a few 
minutes on Exelon. Joining me in addition to Jonathan here on the podium are David Brown, our 
Senior Vice President of Federal Government Affairs and Public Policy, to my immediate right. 
David is getting live feeds from the press conference that Senators Lieberman and Kerry are doing, 
and he’s our expert on climate-related matters and legislative matters. Also, Joe Nigro, Vice 
President, Structuring and Portfolio Management, from our Power Team; and Stacie Frank, our 
Vice President of Investor Relations, is down here in the first row, immediately next to him. 
 
I want to cover three subjects very briefly and leave time for questions. One is, generally, the state 
of generation at Exelon and some of the things that have happened recently in terms of prices and 
upcoming event on Friday, of which you all are aware. Second, a brief update on the utilities, 
demand, regulatory schemes in the utilities. And finally, a couple of special projects that are growth 
related – indigenous growth related to us, in one instance – the uprates; and then, the carbon 
situation, as it unfolds legislatively and regulatory. 
 
So with that, let me do the required forward-looking statement and get on to the subject matter at 
hand. 
 
As you [inaudible] for us has continued to change in fairly dramatic fashion. Even just since last 
year, November of last year, natural gas prices are down 20%. The PJM West Hub prices are down 
18%. Ni-Hub prices are down 10%. We get a lot of questions in this context, because we feel that – 
and I think everyone feels that – there’s a recovery on its way. The question is when and how much 
magnitude and what it looks like. We get a lot of questions about our hedging program, and our 
hedging disclosures as of first quarter – a portion of them – are reflected on that left-hand side of 
this slide. And the question is – why do we continue to hedge in this environment when there is so 
much upside to be realized in the out-years for which we’re hedging? 
 
And the answer to that remains, essentially, straightforward, as it has been during the periods of 
time where the hedging has benefited us so much, including the last several years. The hedging 
program, stated simply, is the best possible way for – to manage risk and to capture the market 
recovery when it comes. And a couple of snippets of information support this, from our standpoint. 
 
We have, of course, 170,000 gigawatt-hours. It is very valuable to have a substantial portion of 
those sales locked in over time. Were we to take that magnitude of generation and dump it on the 
marketplace on a spot basis a couple of years out, the consequences in terms of pricing would be 
significant. So we manage the portfolio with a hedging program in that regard. 
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But what we really look at it to do is to give us the insurance that our shareholders want that our 
capital expenditure program is fully funded and supported, that we have cash flow certainty that 
give us the kind of economic stability that is necessary to run 17 nuclear units, and that we can 
consistently pay a dividend, good times and not so good. 
 
So what we have done with the hedging program is tried to balance that protection, which our 
shareholders ask us to provide and which we try to provide, with also upside protection. And we 
have that incorporated into the hedging program as well. We continue to use put options to protect 
against further declines in natural gas prices and power prices. Indeed about 10% of our hedges on 
the books are from put options currently in the out-years, in our 2011 profile, for example. And we 
also have – remain having the largest portfolio, even with the hedging, in the third year out, 2012, 
exposed upside that there is in the industry. So that in a snapshot is the hedging program. 
 
As you all know, we derive revenue not only from the energy prices and our generation, but 
capacity is an important element of the pricing for our products, and we will have the 2013-2014 
RPM auction results on – tomorrow, late in the afternoon. We viewed these in the last auction, for 
‘12-’13 as you know, as quite disappointing. And I think the industry did generally, and it was a 
surprise. 
 
We do have reasons to believe, however, that in this period – and what we’ve put up here is our 
portfolio and how it separates between MAAC and eastern MAAC and RTO in the west to be 
optimistic that there will be some material improvement in those figures when the results are 
announced. The PJM demand forecast has increased almost 2% since the last auction. You’re all 
very familiar with the bidding rules that have been changed as a result of a FERC rule change that 
will impact demand response. First Energy’s entry into PJM in mid-2011 brings more load than 
supplied, and very importantly there have been delays in the key Susquehanna-Roseland 
transmission line that will reduce import capability. 
 
So as we look to our generation portfolio, we protect our income streams through our hedging. We 
look at tomorrow as good indicia of some of the trends that we believe will begin to materialize in 
the capacity market and ultimately in the energy market. We are optimistic that our solid financial 
position in protecting those things that are important to the business will be rewarded when the 
upside materializes. 
 
Let me now turn very briefly to our utility businesses, and I want to talk about two things. One, load, 
which is of course very, very important both at the generation side ultimately and on the utility side. 
And then talk about the regulatory landscape in which we operate in our two utility businesses. 
 
Both of our utilities have seen signs this year of load recovery. As we come into March, 
Commonwealth Edison saw a positive load growth in its service territory for the first time since July 
of 2008. Its customer base grew for the first time since December of 2008. And this is informed in 
large part by large commercial and industrial customers, to whom we pay very close attention, not 
only in terms of the economic indices, but in an inventory, customer-by-customer basis. The 
manufacturing sector continues to expand, boosted by stronger orders and production. 
 
At PECO the outlook is improving as well. You may recall that last year at the conclusion of the 
year we estimated that there would actually be load reduction in PECO’s territory of 1.5% in 2010. 
We now expect positive growth of 0.3% for the year versus that previous forecast. Unlike the 
Commonwealth Edison territory, this is made up more in the small C&I customers and the 
residential base, but nonetheless is a very positive trend. 
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We do not expect growth by leaps and bounds, but what we do expect is sustainable growth that 
will get us back to positions of continued strength and load as these utilities continue to evolve, 
provide services at the very high level that they did last year. 
 
The second part of the ComEd and PECO story I want to just touch on very briefly is the regulatory 
relationships for the two companies, which obviously are a big part of the life blood for those 
companies. Both ComEd and PECO have worked very, very hard in 2009 to reduce costs and 
maintain reliability, and we believe the relationships that we have with the regulatory bodies and the 
politicians have reflected the benefit of those efforts. 
 
At ComEd we’ve had a couple of very nice events from a regulatory standpoint. Our uncollectible 
expense rider, which allows us to recover bad debt real-time as opposed to through a rate case, 
was passed by the legislature and has come into effect. ComEd has walked hand-in-hand with the 
ICC in the development of a $70 million pilot Smart Grid program. 130,000 meters will have been 
installed this summer, in time for our review of the capabilities of Smart Grid under a variety of 
circumstances that we’ll put into the pilot program. And we expect to file a rate distribution case the 
second quarter of this year. 
 
When we talked to the ICC last year about rate distribution – we had a very, very successful rate 
distribution case a year ago – two years ago. The ICC urged us not to file last year, and we took 
that very seriously. We did cost-cutting. We still increased our ROE to 8%. We’re projecting 10% or 
more this year. 8%-plus, excuse me, 10% or more this year. And we believe we’re in good stead for 
the distribution case that we will be filing in the second quarter. 
 
All of you likely saw the headlines last week regarding the proposal that we made to the General 
Assembly under which we would have, if it had been accepted, been willing to forgo the rate case 
that we will file in the second quarter. I wanted to put some very brief context on that, because 
some of the reporting on it has not been complete. And some of the inferences that have been 
drawn have been that this is Ameren-related, this was posed by us at the last minute, and that 
there would be as a result some residual impact on us for the fact that it wasn’t successful. 
 
This was done by us – by invitation – from the highest leadership in the Illinois Legislature. Over a 
month ago, we met with legislative leaders, who told us that they would like us to put together a 
proposal that would provide cash for the state of Illinois to address parts of its budget shortfall and 
also provide some innovative features that would be attractive to us. We put together that package. 
We socialized it very carefully with all the stakeholders, regulatory and legislative, before it surfaced 
last week. It did not carry the day, and when it became apparent that there wouldn’t be sufficient 
political support for it, we withdrew the proposal with the thanks of those in the legislature and in the 
administrative – and administrative officials with whom we had worked very closely on putting 
together the proposal. 
 
There are three lessons, I believe. And we would have liked this; we think it would have been 
attractive for ComEd. We think it would have been attractive for Illinois. But there are really three 
lessons from this that we would like to convey to you. One, we have turned the corner with our 
state leaders in terms of collaboration, as reflected – constructive good work that we had done with 
those who invited us to the table. Second, we are thinking outside the box about ways to enhance 
value. And third, we are working hard to address challenges that relate to the current forward 
prices. We think it could have been a win-win situation, and we believe that the support that we 
received from the legislators who encouraged us to do this will yield benefits along the way. 
 
We have also done a series of very collaborative things at PECO, where we have filed our first 
electric distribution case in over 20 years for $316 million. This is our second gas case. We filed 
those in March 2010 in the last three years, the gas case. We settled on a very successful basis 
three years ago. The PECO cases have thus far attracted very little fanfare. We worked very, very 
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hard to socialize these and to implement a series of programs over the course of the last couple of 
years at PECO that again put us in good stead with those who will work through that. 
 
I believe you’re all aware of the fact that PECO has one of the most ambitious Smart Grid programs 
in the country, a $650 million program that includes a $200 million grant from the federal 
government in connection with the stimulus package. That is proceeding on an excellent track with 
the state and on an excellent track with the constituents in the state. So we’re very pleased about 
that. 
 
And finally, PECO is completing its procurement now. It’s just completed its second of four post-
2010 procurements to secure power after the regulated period expires at the end of this year. 
We’ve prepared the customers for rate increases in the 10 to 15% rate, and that’s precisely where 
it’s going to fall. So no surprises expected there. And again, I think the message is we have worked 
hard and we’ve worked successfully to enhance the regulatory relationships and political 
relationships in our utilities backyards. 
 
The last two things, before taking questions, that I want to talk about very briefly are our nuclear 
uprate program, with which most of you are familiar, and where we are in terms of climate and, in 
particular, the EPA component of this that all of you, I know, are following closely. 
 
In an era when the construction of new nuclear seems very, very, very sexy but very, very, very 
expensive, particularly among merchant generators, Exelon is uniquely situated to add nuclear to 
the stack. Our nuclear uprate program is really – is in essence a series of 20 separate projects to 
expand the capacity in all of our plants, with the exception of Oyster Creek, between now and 2017, 
to the equivalent of a full new nuclear unit, 1,300 to 1,500 megawatts. 
 
It is an extremely attractive growth proposition for a number of reasons. The cost is half the cost of 
nuclear new-build. It is proven technology. We’ve done uprates – 1,000 megawatts of uprates in the 
last 10 years; nothing new to learn. There’s regulatory certainty in the approval. It is fairly 
customary. And there’s no O&M at the other end. So it is an extremely attractive growth 
proposition, and while we’d hope that we don’t have to use it in this fashion, the other attractive 
feature of the uprates is that because they are separate projects, we have tremendous financial 
flexibility in doing this. 
 
The projects are loaded throughout the seven-year period of time. If we come to a financial 
situation where either the market has deteriorated so badly that these are not worth doing, or 
alternatively where we find uses of cash that are more attractive, we can stop the program and 
jump off at that time without having incurred any significant sunk costs. So the rates of return on 
these we look at under market circumstances, we look at under stress circumstances. They are 
attractive, and we believe this to be a growth opportunity that no company other than Exelon has. 
 
Similarly, there are growth opportunities from an income standpoint in terms of the climate world 
and the EPA world that no company has to a greater degree than Exelon. All of us have focused for 
a long period of time at Exelon and in the industry on the climate bill. And the bill that is finally the 
subject of the press conference today is the culmination of several legislative efforts. We think it’s a 
very, very positive step in the right direction. We think it supports the right mentality and the right 
apparatus for our climate policy. We also recognize that the prospects of passage this term are not 
high. 
 
But that being said, the great thing about the climate bill was from our standpoint two things. One, it 
had a – it would have, if enacted, it would have a market impact to be efficient in the market in the 
selection of technologies. Two, it was a calculable benefit for us. And you’ve seen in our securities 
filings the way that we calculated the benefit and could look at a specific carbon price and say, this 
is what it means to you. 
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The EPA regulation of pollutants will have the very same kind of impact that climate. The issue 
there is we can’t calculate it with the same degree of certainty. But if you look at our fleet, which is 
essentially emission-free, the lowest marginal cost generation in the country, operating at efficiency 
rates that are unprecedented in the world, and you look at the bevy of things that this chart reflects 
that are coming down from EPA that will affect the fossil generation in PJM, it’s easy to understand 
that while we can’t predict with certainty the timing of the impact of EPA regulation, nor can we 
calculate it with certainty, it will be sizable and the benefit to us will be enormous. 
 
So as we look forward in the climate world, whether it be the legislative world in which David 
practices or whether it be the regulatory world in which David and many of the others of us practice, 
we see a good solid picture for Exelon and for the kind of fleet that we have worked so hard to put 
together. 
 
So in closing before opening up the floor to questions, just a couple of observations. We can’t 
change the prices for natural gas. We can and we will, however, continue to hedge to protect cash 
flows and use products that give us leverage for recovery. We can and we will seek recovery and a 
fair return on our utility investments. And we will continue to create an environment that is 
conducive to that return. We can and we will continue to operate our nuclear fleet at world-class 
levels and invest in it in a financially disciplined way. We can and we will continue to advocate for 
environmental legislation and regulation that puts a price on carbon, enhances our society, and 
enhances the profitability of our fleet. And we can and we will find ways to add measurably to long-
term value for our shareholders. 
 
And with that, Jonathan, I would open up the floor to any questions that your audience may have. 
Again, thank you so much for allowing us to do this today. 
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QUESTION AND ANSWER SECTION 

<Q – Jonathan Arnold>: I might just start us off. Perhaps, Bill, could you help us understand a 
little better the timeframe that went on with the discussions in Illinois? 
 
<A – William Von Hoene, Jr.>: Yeah. 
 
<Q – Jonathan Arnold>: How it came to be? You issued a 8-K saying this deal was out there one 
day, and then retracted it the next. Presumably something triggered this disclosure. 
 
<A – William Von Hoene, Jr.>: Yeah. What happened was that discussions were initiated a little 
more than a month in advance of the 8-K, when we received the invitation to come in, Jonathan, 
and make a proposal. So we took a little bit of time to generate the proposal. We then circulated the 
proposal among the stakeholders and elected officials who had expressed interest in it. That was 
over a couple of week period that that occurred, including representatives in the administration, in 
law-related fields. And while we haven’t disclosed the particular people, it was a wide body of folks. 
 
The disclosure occurred, as best we can tell, because as we socialized this among the group who 
had invited us to do it, the group then wanted to in turn socialize it among constituents who were 
not in – different parties, members of different party, other places. So our term sheet, which made it 
into a number of publications, was circulated last Tuesday to a number of other stakeholders with 
whom we had not been working, by design. And it got leaked at that point in time. So there was a 
very rapid – it appeared to be a very rapid submission and then rejection of the proposal. In fact 
there had been a month of cultivation with the legislative leaders. The leakage is what made it in 
the news and what we 8-K’d. And then the decision after that when it was fairly clear that there 
wouldn’t be the political steam among the broader stakeholder body to support this was what 
occasioned our withdrawing it. 
 
<Q – Jonathan Arnold>: Can you give us any insights into where the ICC stood in all that? 
Because it seems that elements of your proposal would have put them somewhat outside of the 
process for a long period of time. And how did they feel about that? 
 
<A – William Von Hoene, Jr.>: Yeah. The ICC was aware of our proposal in advance and was 
aware of how it had come about and that it had come as a result of invitation from legislative 
leaders. The portion that you’re referring to, Jonathan, is the formula rate provision where we 
proposed that our distribution rates be established on a formula rate basis like the FERC rates for 
transmission, which a lot of people characterized as a shortcut in terms of rate-making. And the 
inference has been, were we trying to take away the jurisdiction of the ICC, and would there be 
resentment, I think your questions is, potential resentment for having done so? 
 
The process that we were proposing would have been, essentially, a yearlong process with the ICC 
to establish the formula rate mechanism. So this is not leaving the ICC out. It’s bringing the ICC in 
full speed to determine the formulation under which this would occur. There are also a number of 
reviews in the formula rate mechanism, once it is in place, that the ICC conducts in terms of 
prudency, appropriateness of expenditures, and the like. 
 
So we didn’t view it, and don’t believe the ICC views it, as an attempt to usurp the jurisdiction of the 
ICC to do these things. To the contrary, it was an attempt in collaboration with the ICC to come up 
with a formulation that would be more efficient. 
 
<Q – Jonathan Arnold>: Maybe I’ll ask another one [inaudible]. 
 
<A – William Von Hoene, Jr.>: Okay. 
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<Q – Jonathan Arnold>: I noticed, in your prepared remarks, you talked about a material 
improvement in RPM, and then the slide said “modest upside.” So having had those two terms, 
would you like to share any kind of [inaudible] 
 
<A – William Von Hoene, Jr.>: I didn’t mean to use them by design with the precision that your 
question connotes. We think that there – it will be in – there have been a number of analysts, and I 
think you, Jonathan, have not speculated on specific prices. A number of your counterparts have 
done some of the speculation. I can’t imagine why after last year’s results that you wouldn’t want to 
stake out specific position on this issue, because it seems to be so predictable. 
 
But what we do think is that there are numbers of folks that are in the ballpark where we are, which 
is essentially the prices in the last auction, particularly the price – on one side, the prices – in Ni-
Hub are prices that can’t be sustained. And we think there will be a movement in that that will be a 
measurable or material movement in that. And we think there are a lot of indices in the East, in 
MAAC and Eastern MAAC that would indicate that the prices there – the 130 to $139 prices – are 
going to move as well. We are hopeful that those will be however we define them to be – however 
you would define the terms to be significant. 
 
But we don’t mean to suggest, and I didn’t mean to suggest in my wording, big quantum leaps in 
this. We think that it’s going to be part of a progression – the natural progression of what’s going to 
happen to coal, what’s going to happen with the return of demand, what’s going to happen with all 
the factors that will, we believe, normalize – and that’s a term I’m very comfortable with – normalize 
the capacity payments over the period of time that’s coming at the second part of the decade. 
 
Yes, sir? 
 
<Q>: Two questions. One could you elaborate that what are the else, out of the box things that you 
could be thinking about that you mentioned in your remarks? 
 
<A – William Von Hoene, Jr.>: Sure. 
 
<Q>: And secondly, what give you the confidence, I guess, seeing how Ameren was treated, that 
the commission’s going through the change that you would be treated differently the second round? 
 
<A – William Von Hoene, Jr.>: Sure. When I say out of the box, what I mean is things that we’re 
doing rather than just sitting and waiting for recovery. Things that – which we could do and be 
financially solid. 
 
This is an illustration that I gave. The financial things that we did at the end of the last year in terms 
of early retirement of debt, to extend debt maturation, and to get some basis point break in that is 
an example. The pension contributions that we’re making this year, the discretionary contribution – 
the contribution we made last year. The Smart Grid program, where we’re adding to rate base on a 
pilot basis and proposing something to the state that will give us an opportunity, if it materializes, to 
have a much a greater rate base growth. We look at getting larger in a variety of ways. We don’t 
see anything on the horizon now that fits with our value assessment for our shareholders. But that’s 
the kind of thing. And we sit down every day and challenge ourselves to find unique ways to do that 
kind of thing. 
 
So those are illustrative. Many other thoughts in the hopper. If you do your ideas well in that regard 
in terms of out of the box, you may have one thing for every five or six or 10 ideas. You apply 
financial discipline to it, and then you make the effort, as we did in this case. So it is the menu of 
things that we’re doing that are within our control to try to be financially both disciplined and 
accretive. 
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The Ameren case is an interesting case. We are obviously not happy with the result, with the 
Ameren result, and I don’t think anybody who goes before the ICC would be happy with it. But there 
are a few things that I would observe about us that we think are different circumstances than the 
Ameren circumstance. Ameren got $161 million rate increase eight months before they filed their 
next increase for $230 million. So they went right back in after – almost virtually right back in after 
they had filed the rate case a couple of years ago. We were told by the ICC in our discussions with 
ICC staff, we were asked, please do not come in for a rate case in 2009. It’s a tough year. So we 
buckled down and did the cost-cutting that was necessary and the legislative work in terms of riders 
that was necessary to allow us to enhance our return, stay out of the rate case. 
 
The programs that we’ve done with the ICC have been very, very collaborative programs and have 
been appreciated by the staff, the Smart Grid program, the efficiency programs, all of those things. 
The base that we come in with is a base where we have done very, very productive cost-cutting 
during the course of the last year. So the playing field that we have – understanding that nothing is 
certain in regulatory world, understanding that the Ameren case is not a positive development – the 
playing field we think we have put ourselves on is as attractive as we can under all of those 
circumstances. And we have, with this rate case in mind, done things in the regulatory world, done 
things in the cost-cutting world, done things in the timing world that were designed to address the 
uncertainty of the rate case environment in which Ameren found itself. 
 
The other thing I would just say as a point of reference is the Peoples Gas case – which was 
decided in February by the same panel, the same five commissioners, although I think the 
Chairman had not participated in that one because he just came on, but four of the commissioners 
– was a very favorable result for Peoples Gas. So there are two pieces out there to compare 
against, and I think it would be unfair to the ICC or to anyone else to say Ameren represents 
necessarily a trend. We can’t be certain, but there are other ways to look at this. And we think we’re 
situated well in connection with those other stimuli for what happens on the other end. 
 

Jonathan Arnold, Managing Director and Senior Equity Research Analyst, Deutsche Bank  

And with that I think we’re out of time. And thank you very much, Bill. Thank you to the Exelon 
team. 
 

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

Thank you, Jonathan, very much. Appreciate it. 
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