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Follow-up to January 24th Conference Call 
 

EXELON CORPORATION 
EXC-NYSE-58 

Upgrade to Hold 
 

 1/25/06    
Price 58    
52-week range 60-42  Price Yr.-end 12 Mos. 
Book value (12/31/05) 13.49 429% p/b 1/25/06 % Chg. % Chg. 
Earnings ongoing, non-GAAP   Exelon 58 9  33  
2001 actual 2.22  Philadelphia Electric Index 439 3  17  
2002 actual 2.42 24.0 p/e Dow Industrials 10,710 0 2  
2003 actual 2.61 22.2 p/e Shares Outstanding - mil. 676  
2004 actual 2.78 20.8 p/e Equity Market Value - $bil. 39   
2005 actual 3.09 18.7 p/e Analyst Coverage 19 53% Buys 
2006 guidance - midpoint 3.15 18.4 p/e   
2007 consensus 4.23 13.7 p/e   
Dividend 1.60 2.8 Yield   

 
 
Commission Approves Bidding Process 
 
On January 24, 2006, Exelon Corporation reported 2005 earnings on continuing operations (non-GAAP) of $3.09 a share, versus 
$2.78 a share in 2004. GAAP results including $1.2 billion goodwill impairment were $1.35 a share compared to $2.78 a share. 
Results were in line with consensus estimates of $3.12 a share. Management reaffirmed 2006 guidance of $3.00 to $3.30 a 
share, slightly below consensus of $3.32 a share. GAAP earnings were forecasted at $3.05 to $3.35 a share.  
 
The more significant announcement was approval of the company’s electricity procurement plan by the Illinois Commerce 
Commission (ICC) by a 5 to 0 vote, despite vehement opposition from Governor Blagojecvich of Illinois and the State’s Attorney 
General, Lisa Madigan. The decision will undoubtedly be appealed, but the process, supported by deregulation legislation and 
the ICC, will be tough to overturn. It marks the final step in the transition in Illinois to competitive generation and we can no 
longer defend our sell recommendation and are raising our rating to hold. 
  
Background to Bidding Dispute 
 
Deregulation in Illinois provided for the transfer of generation to separated non-regulated business. Commonwealth Edison 
(CWE) customers received an immediate rate cut and its rates frozen through December 31, 2006. During that period, CWE 
purchases 100% of its needs from Exelon Generation. But as of January 1, 2007 CWE energy will be obtained via a bidding 
process with no one supplier accounting for more than 35% of CWE needs. The process will lead to sharply higher rates, hence 
the opposition by the Governor and the Attorney General. For perspective, Commonwealth Edison rates contain a fuel 
component of about $30.00 a megawatt hour (MWh) while the around the clock 2006 forward market price is $52.60 a MWh. 
CWE’s gigawatt hour sales (GWh) sales in 2005 were 82,798. The difference between the $30.00 in rates and the hub level of 
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$52.60 works out to $2.7 billion, or 43% of CWE 2005 revenues of $6.2 billion. Obviously, skyrocketing energy prices were not 
envisioned at the time of the legislation. The process was designed to provide transparency, assure lowest possible prices and 
lower rates for consumers.  
 
Exelon Energy renegotiated purchased power rates with CWE in 2004 boosting costs to the $37.50 level. The new rates 
transferred revenues from the regulated CWE to non-regulated Energy of some $515 million (based on 2005 volumes), or about 
$335 million ($0.50 a share) in earnings. As of January 1, 2007, CWE purchased power expense should post another large 
increase. If we assume the bidding prices approximate the 2006 forward market price of $52.60, CWE customers’ fuel costs 
would rise by $1.2 billion based on 2005 volumes. Those are large numbers and Exelon management has proposed a plan that 
would defer the costs and amortize the balance. The deferral could be financed via a special transition vehicle. 
 
For Exelon Energy, high energy prices represent huge profit potential. Nuclear generation accounted for more than 71% of 
consolidated Exelon 2005 electric sales. Nuclear fuel expenses are low and unaffected by change in fossil fuel costs, and in the 
auction market its competitors’ product reflects generation containing significantly greater coal and natural gas components. 
Assuming Generation sells its output at the 2006 forward rate in 2007, pretax margins could expand $1.2 billion, or roughly $780 
million ($1.15 a share) net of tax.  
 
Under the traditional integrated utility environment, CWE fuel expense would have been based on nuclear costs. The separation 
of distribution and generation shifted the power structure to management (law of untended consequences?). When Governor 
Blagojecvich threatened to prevent CWE customers from paying the higher costs, John Rowe, Chairman of Exelon, threatened 
bankruptcy. After separation, CWE rate base of $6 billion represents only 14% of Exelon’s total assets. Rowe wins. 
 
Opinion 
 
Shields & Company has been the only maverick on Exelon. According to Bloomberg Financial Service, 19 sell side firms 
maintain active recommendations, 10 buy, 8 hold and our lone sell. Our concerns centered around the bookkeeping contributions 
to earnings that were often confused with synergies (lower depreciation charges on nuclear plants, the absence of goodwill 
amortization (SFAS142) and write-downs of underperforming assets). We questioned whether the company would succeed in 
transferring earnings from Commonwealth Edison to the non-regulated business without having to revise the deregulation 
process. In September 2004 for example (EXC-$38) we estimated Commonwealth Edison’s 2003 return on distribution common 
equity at 28% including CTC credits and 20% excluding those profits. ICC approval of the auction was the last step in the 
process and we can no longer defend our sell recommendation and are raising our rating to hold.  
 
The consensus earnings estimate for 2007 is $4.23 a share, 34% above the 2006 midpoint guidance of $3.15 a share. We will 
issue a formal 2007 estimate once we’ve reviewed the 10Ks. (Exelon’s acquisition of Public Service Enterprises (PEG-NYSE-
$71-not rated) could close mid-year). The consensus estimate looks reasonable and may be conservative. 
 
Risks 
 
Nuclear energy enjoys 1) favorable price comparisons to fossil fuels despite generally higher capital requirements, 2) a 
resurgence in popularity, even among old environmental foes that view it as viable alternative to burning fossil fuels and 3) 
excellent operating performances, with 2004 industry operating capacity factors exceeding 90%.  
 
Excelon is the nation’s largest nuclear operator with the bulk of profits derived from the competitive wholesale energy market.  Its 
market price action should mirror changes in energy futures, indicating volatile profit swings. Investors should also recognize the 
highly scrutinized oversight imposed by the Nuclear Regulatory Commission and other regulatory authorities. Incidents at nuclear 
plants are rarely considered minor and often lead to inspections at other plants, exposing the plants to forced shutdowns. 

 
 
 

SHIELDS AND COMPANY, ITS AFFILIATES AND SUBSIDIARIES AND/OR THEIR OFFICERS AND EMPLOYEES MAY FROM TIME TO TIME 
ACQUIRE, HOLD OR SELL A POSITION IN THE SECURITIES MENTIONED HEREIN.  WHILE THIS REPORT HAS BEEN PREPARED FROM ORIGINAL 
SOURCES AND DATA WE BELIEVE TO BE RELIABLE, WE MAKE NO REPRESENTATIONS AS TO ITS ACCURACY OR COMPLETENESS, AND OUR 
OPINION IS SUBJECT TO CHANGE WITHOUT NOTICE.  ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST 
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Range of Formal Recommendations 15 total 1-buy-13-holds-1 sell 
 
 
Analyst’s Certification: I Raymond E. Moore certify that the views expressed in this research report accurately reflect my 
personal views about the subject companies and their securities. I also certify that I have not been and will not be receiving direct 
or indirect compensation in exchange for expressing the specific recommendations in this report. I do not have a position in the 
shares of Companies mentioned in this report. Other reports issued by me are:  FPL Group/Constellation Energy (1/9/2006 – 
FPL $42-Not Rated, CEG $58-Hold); TXU Corporation (11/18/05 $50-Hold); Exelon Corporation (10/4/05 $53-Sell); Constellation 
Energy (9/13/05 $60-Market Perform); Exelon Corporation (8/4/05 $54-Sell); Pinnacle West Capital (7/14/05 $45-Market 
Perform); TXU Corporation (6/8/05 $81-Market Perform); Duke/CINergy (5/17/05 – DUK-$28, CIN-$45.50-Both Rated Market 
Perform); Constellation Energy (5/12/05 $54-Market Perform); Consolidated Edison (4/18/05 $42-Hold); CINergy (3/28/05 $40-
Market Perform); Exelon Corporation (3/8/05 $47-Sell); CINergy (2/23/05 $41-not rated); PPL Corporation (2/8/05 $56-Market 
Perform Upgrade); TXU Corporation (2/2/05 $72.62-Market Perform); Accounting for Mergers (1/20/05 Exelon $43-sell, PEG 
$51-not rated); TXU Corp (12/6/04 $61-Market Perform); Constellation Energy (10/22/04 $40-Market perform); Exelon Corp. 
(9/9/04 $38-Sell); Progress Energy (7/14/04 $42-Under Perform); Southern Co (7/12/04 $29-Market Perform); Consolidated 
Edison (6/24/04 $40-Hold); Scana Corporation (4/7/04 $36-Buy); Dominion Resources (3/12/04 $63-Market Perform Upgrade); 
Duke Energy (1/8/04 $21-Under Perform); Dominion Resources (1/23/04 $62-Under Perform); CMS Energy (11/19/03 $7-Market 
Perform); Exelon Corporation (10/15/03 $65-Sell); TECO Energy (6/24/03 $13-Hold); Northeast Utilities (5/30/03 $17-Hold); 
Southern Co (4/9/03 $28-Hold); CMS Energy (4/3/03 $5-Sell); Consolidated Edison (3/24/03 $40-Hold); PPL Corporation 
(3/12/03 $34-Under Perform); Exelon Corp (2/26/03 $49-Under Perform); TXU Corp (2/6/03 $17, 1/9/03 $20 both Under 
Perform); Duke Energy (1/29/03 $17-Under Perform, 1/17/03 $18-Under Perform); Dominion Resources (12/27/02 $54-Under 
Perform). 
 
Guide to Investment Ratings: 
 
Buy Total return is expected to exceed significantly the average total return of the analyst’s industry coverage universe over the 
next 12 months. 
Market Perform & Hold Total return is expected to equal the average total return of the analyst’s industry coverage universe 
over the next 12 months. 
Under Perform Total return is expected to be below the average total return of the analyst’s industry coverage universe over the 
next 12 months. 
Sell Total return is expected to significantly under perform (15% plus) the total return of the industry coverage universe over the 
next 12 months. 
 
 
 

  
 
 
 
 
 
 

-3- 

3/8/05 
Maintain 

Sell 

1/26/06 
Upgrade to 

Hold 

8/4/05 
Maintain 

Sell 

10/4/05 
Maintain 

Sell 



 
 
 

Other Important Disclosures: 
 
This research report and recommendations agree with the personal opinion of the analyst who prepared this report.  
 
Any financial interest that the research analyst or member of the analyst’s household or any other individual directly involved with 
the preparation of this report has in the subject company(ies), has been disclosed in the analyst’s disclosure section. 
 
To the best of the research analyst’s and the firm’s knowledge, no holdings of the firm exceed 1% of the outstanding shares of 
any class of securities of the subject company(ies) mentioned in this report. 
 
Shields & Company has no investment banking activities and, as such, the analyst who prepared this report has not received any 
compensation based on investment banking revenues. 
 
To the best of the research analyst’s knowledge, neither Shields nor a director, officer or the research analyst has provided 
services to the subject company(ies) during the past 12 months. 
 
Shields & Company does not make a market in the securities of the company(ies). 
 
To the best of the research analyst’s knowledge, no officer, director, employee or research analyst of the firm, or a member of 
the research analyst’s household, is an officer, director or employee of the subject company(ies), nor does any officer, director, 
employee or research analyst of the firm or member of the research analyst’s household serve in any advisory capacity to the 
company(ies). 
 
Shields & Company is not aware of any actual material conflicts of interest for the research analyst, which the research analyst 
knows or has reason to know in the preparation of this report. 
 
Investing is a risky activity and can lead to substantial losses.  This report does not provide individually tailored investment 
advice.  It has been prepared without regard to the individual financial circumstances and objectives of persons who receive it. 
The securities discussed in this report may not be suitable for all investors.  Shields & Company recommends that investors 
independently evaluate particular investments and strategies, and encourages investors to seek the advice of a financial adviser.  
The appropriateness of a particular investment or strategy will depend on an investor’s individual circumstances and objectives. 
 
This report is not an offer to buy or sell any security or to participate in any trading strategy.  Shields & Company and/or its 
employees not involved in the preparation of this report may have investments in securities or derivatives of securities of 
companies mentioned in this report, and may trade them in ways different from those discussed in this report.  Derivatives may 
be issued by Shields & Company or associated persons.  The firm does not make a market in the shares of the companies 
mentioned, has no relationship with them, and has not received any compensation from them.   
 
Shields & Company makes every effort to use reliable, comprehensive information, but we make no representation that it is 
accurate or complete.  We have no obligation to tell you when opinions or information in this report change apart from when we 
intend to discontinue research coverage of a subject company. 
 
Reports prepared by Shields & Company and its research personnel are based on public information.  Facts and views 
presented in this report have not been reviewed by, and may not reflect information known to, professionals in other business 
areas. 
 
Shields & Company research personnel conduct site visits from time to time but are prohibited from accepting payment or 
reimbursement by the company of travel expenses from such visits. 
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