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Note on Possible Merger

Consolidated Edison/KeySpan Merger?
(ED-$45-NYSE-Hold) (KSE-$36-NYSE-Not Rated)

Looks like the NY Times again scooped both the press and the financial community in announcing M&A discussions. In
December 2005, it reported the FPL Group and Constellation Energy merger and, unlike the savvy Street traders, its
acquisition price was right on the money at $11 billion. In today's article, the Times wrote that Consolidated Edison and
National Grid (UK-NG), a UK based company, were bidding for KeySpan Corporation. KeySpan assets in New York State
include Brooklyn Union Gas and what's left of Long Island Lighting. Other assets include Boston Gas, Essex Gas and
Colonial Gas in Massachusetts.

National Grid, a few years back, made an unsuccessful bid for Florida Progress (now part of Progress Energy-PGN-$44),
but succeeded in acquiring Niagara Mohawk Power in 2000 and earlier this week announced an agreement to buy the
Rhode Island gas assets of New England Gas. The ConEd action represents an aggressive change in attitude for this ultra-
conservatively run company. (Kevin Burke, ConEd’s new CEO, added the title of Chairman yesterday.) Acquisition of the
gas and electric properties appears a perfect fit and would increase ConEd's generic growth rate in both electric and gas
sales. Generic earnings growth for both ED and KSE is about 2% to 3% annually although corporate goals are closer to
5%.

But whether the deal makes sense for shareholders depends on price. The $6.5 hillion cited in the article would make little
sense for KeySpan shareholders since it would represent a miniscule premium over KeySpan's closing price of $36 a share
on February 16, 2006. At that level the acquisition would be earnings neutral, even before the typical propaganda over
synergies and merger-related one-time write-downs. KSE shares are at $39.75 (as this piece is being typed), approximately
a 10% premium to yesterday's close. Our guess, based on prior mergers, is that the premium, assuming a deal is done,
would be in the 10% to 15% range, suggesting a price in the $40-$42 a share area.

ED/KSE
Pro Forma

Price
2/16/06

ConEd. 45

KeySpan 36

Earnings 2006Est. PS

ConEd. 3.01
KeySpan 2.45
Combined

Purchase Price $ millions 6,500
Per Share 36.93
Share Issuance 143
Pro Forma Shares 387
Pro Forma Earnings 3.01

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: | Raymond E. Moore certify that the views expressed in this research report accurately reflect my
personal views about the subject companies and their securities. | also certify that | have not been and will not be receiving
direct or indirect compensation in exchange for expressing the specific recommendations in this report. | do not have a
position in the shares of Companies mentioned in this report. Other reports issued by me are: 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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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.



Other Important Disclosures (Continued):

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.



