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 % Change 
3/14/06 Year-to-date 12 months 

Dow Industrials 11,151 4  4 
Philadelphia Electric Index 430 1  9 
Exelon Corporation 56.20 6  21  

 
 

EXELON CORPORATION 
NYSE-$56-Hold 

 
Earnings Snapshot and Recap by Subsidiary 2005/3 

 
 
 
Market Comment: Exelon remains an industry favorite with 19 active recommendations -- 11 buy, 8 hold and 0 sell. Buy ratings, 
or the equivalent, are maintained by Lehman, Harris Nesbitt, Matrix, Wachovia, Jeffries, Atlantic Equities, Merrill Lynch, 
AG Edwards. The largest institutional holders are Capital Research (47 million shares), Wellington (41 million), State Street 
Corporation (24 million) and Brinson Partners (17 million). We had the shares rated sell but upgraded our recommendation to 
hold on January 26, 2006, following the Illinois Commerce Commission (ICC) approval of the bidding procurement plan. As to the 
acquisition of Public Service Enterprises (PEG-NYSE-$68-not rated), management expects to close the deal late in the second 
quarter of 2006. 
 
Introduction: Operating earnings of $3.09 a share (GAAP-$1.36 a share) in 2005 were up 11% over $2.78 a share (GAAP 
$2.78 a share) in 2004 and compare to $2.61 a share (GAAP-$1.38 a share) in 2003. Stand-alone earnings guidance is $3.00 to 
$3.30 a share for 2006 while “Street” consensus, as per Bloomberg Financial Service, exceeds the high-end at $3.32 a share. 
Consensus estimate for 2007 is $4.32 a share.  
 
Table 1 reconciles differences between Exelon’s GAAP and operating earnings for the three years ending 2005. It also lists book 
values and returns on book based on operating results. Exelon’s return on book exceeded 20% in each of the past three years -- 
22.9%- 2005, 20.5%-2004, 21.2%-2003.    
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Table 1 
Exelon Consolidated 

 
Column (1) (2) (3) 
$ millions except per share   

2005 2004 2003 
GAAP Earnings 916 1,864 905  
Per Share 1.36 2.78 1.38 
Percent of consolidated   
GAAP Adjustments    
Impairment Goodwill 1.78    
Impairment Boston Generation  0.03  0.87  
Synthetic Fuel Earnings (0.10) (0.10)  
Sithe Investment 0.03  (0.02) 0.28  
PEG Related (0.03) (0.01)  
Spent Fuel Settlement  (0.04)  
Early Debt Retirement  0.12   
Goodwill Impairment   0.03  
Other Impairment   0.03  
SFAS 143 Benefit   (0.17) 
FIN-47 0.06    
FIN-46-R  (0.05)  
Property Tax Accruals   (0.07) 
CWE March Settlement   0.03  
Severance  0.07  0.24  
Total GAAP  & Other 1.74  0.00  1.24  
Ongoing Earnings 3.09  2.78  2.61  
Percent of Ongoing Earnings    
Average Book Value 13.50 13.54 12.33 
Percent Average Book   
Return on Average Book 22.9 20.5 21.2 
Shares  Diluted 676 669  658 

 
 
Last year’s controversy in Illinois stemmed from prospective huge rate increases for Commonwealth Edison customers following 
the end of the rate freeze as of 12/31/06. Customers, and by extension politicians, resent paying fossil fuel based prices from 
what was once captive nuclear generation. John Rowe, Exelon Chief Executive Officer, played hard ball threatening bankruptcy 
or the spin off of Commonwealth Edison and severed management ties between the parent and Commonwealth Edison. In its 
year-end release the company showed results by subsidiary, rather than business lines of distribution and generation. (Financial 
statements by subsidiary were always available in the 10Ks.) It’s obvious that distribution businesses (Commonwealth Edison 
and Peco Energy) have become expendable components in management’s long-term strategy.  
 
Table 2 extends Table 1 and reconciles differences between operating and GAAP earnings by subsidiary for the three years 
ending 2005. The overriding theme is the rising contribution of Generation and the declining importance of Distribution 
businesses, particularly Commonwealth Edison. Exelon consolidated results are repeated and shown in columns 1-3, 
Commonwealth Edison - columns 4-6, PECO Energy - columns 7-9, Generation - columns 10-12 and Other in columns 13-15. 
Table 2 also lists book values, earnings per share and returns on common by subsidiary.  
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Generation earned $1.71 a share in 2005, roughly 55% of consolidated $3.09 a share, combined Distribution businesses 50%, 
and Other a negative 5%. Two years earlier in 2003, Generation earned $0.67 a share, only 26% of consolidated, while 
Distribution accounted for 72% and Other 2%. Commonwealth Edison profits have dropped from 46% of total to 25%. Peco’s 
percentage contribution remained fairly level at about 25%. 
 
Commonwealth Edison: CWE earnings declined 33% in 2005 to $0.77 a share from $1.15 a share. The drop stemmed 
primarily from higher purchased power costs following renegotiation of its full requirement agreement with Generation. Effective 
in late-2004, purchased power rates increased an average of $7/megawatt hour, from $31-$32 to $37-$38. Since CWE rates are 
frozen, higher purchased power costs ($800 million based on 2005 volumes) reduced Commonwealth Edison earnings but 
raised Generation profits, leaving consolidated corporate earnings unchanged. Commonwealth Edison’s return on book declined 
to 8.1%, down from 11.4% in 2004, and 13.1% in 2003. 
 
Commonwealth Edison book value is distorted (our term) by goodwill of $5.14 a share ($3,475 million) as of year-end. The 
merger creating Exelon (Unicom and PECO Energy) produced $5 billion in goodwill, all of which was allocated to Commonwealth 
Edison’s balance sheet. SFAS 142 states that goodwill is to be assigned to those businesses that benefit from consolidation. At 
the very least that entry is at odds with subsequent events, i.e., Rowe’s threats concerning Commonwealth Edison.  According to 
the accountants, Generation was along for the ride.  
 
Commonwealth Edison’s regulated rate base is about $7,465 million (distribution $6,189 million – transmission $1,276 million). 
The current cost of capital rate case will determine capital structure and rates of return, but if we assume the commission 
approves a 50% common equity component, the regulated book value (distribution and transmission) works out to $5.52 a share 
($3,732 million). If we next assume the commission allows a 10% return on common, Commonwealth Edison’s allowed earnings 
would approach $0.55 a share ($373 million). By comparison, in 2003 Commonwealth Edison earned $794 million and in a report 
issued in September 2004, we estimated return on distribution equity rate base at over 28%, including CTC revenues and 20% 
excluding CTC receipts. 
 
If Street consensus of $4.32 a share proves accurate, Commonwealth Edison’s relative contribution declines to only 13% in 
2007. That low percentage indicates that management’s threat to file bankruptcy or spin off CWE if regulators failed to approve 
the fuel procurement plan posed little risk for shareholders.  
 
Generation: Management and market forces have put Generation in position to be the premier wholesale supplier. The 
company, as has the industry overall, sharply improved nuclear capacity factors. Returns have benefited from a strategy of 
aggressive write downs, lower depreciation rates as licensing lives were extended, and by management’s decision not to burden 
the Generation balance sheet with goodwill. And as the nation’s largest nuclear generator, life is good when natural gas prices 
are high.  
 
Generation earnings of $1.71 a share in 2005 were 84% over $0.93 a share in 2004 and 154% higher than $0.67 a share in 
2003. Return on book has increased to 29.1% in 2005 compared to 20.5% in 2004 and 15.1% in 2003. Generation’s return is 
poised to rise sharply. If one assumes the $1.00 earnings increase to $4.32 a share 2007 stems from Generation, its earnings 
would rise by $676 million, raising 2005 results of $1,159 million by 58%. 
 
Peco: Peco’s transition program is in place through 2010. The company earned $0.76 a share in 2005, $0.68 in 2004 and $0.69 
a share in 2003. Return on common was 30.1% in 2005, versus 39.9% in 2004 and 51.0% in 2003. Book value as presented is 
artificially depressed. Shareholders equity includes a $1.82 a share ($1,232 million) receivable from the parent, an entry that 
reverses in 2010. Return on book after adjusting for the receivable was 17.8% in 2005, compared to 17.3% in 2004.  
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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:  TXU Corporation (2/28/06 TXU $52-Hold); 
Constellation Energy (2/24/06 CEG $58-Hold); Consolidated Edison/KeySpan (2/17/06 – ED-$45-Hold, KSE-$36-Not Rated); 
Exelon Corporation (1/26/06 EXC $58-Hold); 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. 
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8/4/05 
Maintain Sell 

1/26/06 
Upgrade 
to Hold 

3/15/06 
Maintain 

Hold 

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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