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Summary

In this report, the PIM Market Monitoring Unit (“MMU”) presents the results of sensitivity
analyses performed in response to a transcript request made by the Staff of the New Jersey
Board of Public Utilities. This transcript request was made on March 24, 2006 during
hearings in the matter of the proposed merger between PSEG and Exelon that is currently
before the New Jersey Board of Public Utilities (“NJBPU”) in OAL Docket No. PUC 1874-05.
In the MMU’s April 19 Report, the MMU provided an update to Staff Exhibit S-585,
Supplemental Tables prepared by the MMU and provided at the hearing of March 24, 2006.
The Supplemental Tables in Staff Exhibit S-585 were expanded versions of Tables 5-1
through 5-12 in the MMU'’s February 17 Report. The April 19 Report presented the results for
the same scenarios, but included data for the period from May 1, 2005 through March 31,
2006, plus an additional table including on peak and off peak information for each scenario.
In this report (“April 21 Report”) the MMU provides an update to Staff Exhibit S-584,
Supplemental Tables prepared by the MMU and provided at the hearing of March 24, 2006.
The Supplemental Tables in Staff Exhibit S-584 are expanded versions of Tables 1-1
through 1-3 and Tables 6-1 through 6-6 in the MMU’'s February 9 Report. This report
presents the results for the same scenarios, but includes data for the period from May 1,
2005 through March 31, 2006, plus an additional table including on peak and off peak
information for each scenario.

The MMU analyzed the effects of the proposed divestiture scenarios on the structure of the
aggregate PJM Energy Market, consistent with the request. For each divestiture scenario,
pre- and post-merger market structure was defined by the HHI and the merger impact was
measured as the resultant average hourly difference in HHI, and in addition the number and
percent of total hours, on peak hours and off peak hours in which the hourly change in HHI
exceeded the Department of Justice Guidelines. The prior analyses were based on data for
the period from May 1, 2005 through July 31, 2005 while the analyses presented here are
based on data for the period May 1, 2005 through March 31, 2006.

The following table summarizes the requested 24 divestiture scenarios and the relevant
markets for which impacts were evaluated that are in addition to the 252 divestiture
scenarios already analyzed, for a total of 276 scenarios.
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Sensitivity Analysis Requests

A summary of the request from the Staff of the New Jersey Board of Public Utilities, a
summary of the results, and tables showing the results of the MMU sensitivity analyses in
each case are provided below:

1. Petitioners

The Staff of the New Jersey Board of Public Utilities requested that the MMU rerun the
Petitioners’ divestiture scenarios shown in tables 1-1 through 1-3 of the February 9, 2006
MMU report, and expanded in Staff Exhibit S-584, to include the time period May 1, 2005
through March 31, 2006. It was further requested that the MMU present the results by peak
and off-peak hours. As a result, there is an additional table in each scenario including the
peak and off- peak results.

In section 1 of the February 9, 2006 MMU report the Petitioners requested the following
analysis:

By letter dated December 28, 2005, the Petitioners requested analysis of two core fossil
divestiture packages each containing coal, intermediate and peaking units. Core package
one consisted of Eddystone, Cromby and Linden along with either the Edison and Croydon
or the Edison and Essex plants. Core package two consisted of Mercer, Cromby and Linden
with either the Burlington, Edison and Sewaren plants or Croydon, Essex and Sewaren. For
each core package, the Petitioners set out four different ways the assets might be bundled to
prospective purchasers, so that there are eight scenarios in all. The scenarios were identified
by Petitioners as la through 1d for core package one and 2a through 2d for core package
two. The MMU substituted the Bergen plant for the Linden plant in our analyses as the
Linden plant was not in service for the periods included in our analyses and was therefore
not included in our initial analyses. The results are presented in Tables 1-1 through 1-4
below.

In summary, the proposed divestiture packages:
e Result in every case in an average hourly increase in HHI that is greater than the

increase specified in the Guidelines for the aggregate energy market.

Aggregate Hourly Energy Market
Table 1-1 Aggregate Energy Market — Pre-Merger HHIs

856 1219 1565
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Table 1-2 Aggregate Energy Market — Post-Divestiture HHIs

Table 1-3 Aggregate Energy Market Hourly HHI Differences

99.98%
99.73%
100.00%

100.00%

Table 1-4 Aggregate Energy Market Hourly HHI Differences (Peak/Off-Peak Statistics)

99.95%
99.41%

100.00%

100.00%
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2. Petitioners 1/25/06 Request

The Staff of the New Jersey Board of Public Utilities requested that the MMU rerun the
Petitioners’ divestiture scenarios shown in tables 6-1 though 6-6 of the February 9, 2006
MMU report, and expanded in Staff Exhibit S-584, to include the time period May 1, 2005
through March 31, 2006. It was further requested that the MMU present the results by peak
and off-peak hours. As a result, there is an additional table in each scenario including the
peak and off- peak results.

In section 6 of the February 9, 2006 MMU report the Petitioners requested the following
analysis:

By email dated January 25, 2006, the Petitioners requested additional analysis associated
with the initial response to the Petitioners’ request which is presented in section 1 above.
The base analysis continues to be of two core fossil divestiture packages each containing
coal, intermediate and peaking units. Core package one consisted of Eddystone, Cromby
and Linden along with either the Edison and Croydon or the Edison and Essex plants. Core
package two consisted of Mercer, Cromby and Linden with either the Burlington, Edison and
Sewaren plants or Croydon, Essex and Sewaren. For each core package, the Petitioners set
out four different ways the assets might be bundled to prospective purchasers, so that there
are eight scenarios in all. The scenarios were identified by Petitioners as 1a through 1d for
core package one and 2a through 2d for core package two. The MMU substituted the Bergen
plant for the Linden plant in our analyses as the Linden plant was not in service for the
periods included in our analyses and was therefore not included in our initial analyses. The
Petitioners’ additional request is to add the divestiture of 2,446 MWH of 24 x 7 energy,
equivalent to the divestiture of 2,600 MW of nuclear capacity with a 93 percent capacity
factor. The MMU used a fixed percentage of six nuclear power plants owned by Exelon. The
average hourly MW divested in the analysis is 2,488 MW.

In particular, the Petitioners requested that the MMU use the following sets of buyer

assumptions:

1. The additional nuclear divestiture goes equally to two parties without current market
share;

2. The additional nuclear divestiture goes to the following sets of buyers in the proportions
detailed below (the exact names and percentages were provided by Petitioners):

a. BP Energy Company 8.70%
b. Conectiv 2.90%
c. Con Edison Development 1.45%
d. Constellation Generation Gp  23.19%
e. DTE 5.80%
f.  FPL Energy, Inc. 7.25%
g. J.Aronand Co. 8.70%
h. Morgan Stanley 7.25%
i. NRG New Jersey 8.70%
j- Reliant 13.04%
k. Select Energy 13.04%
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The results are presented in tables 2-1 through 2-8 below.

In summary, the proposed divestiture packages when the additional divestiture goes equally
to two parties that are not current market participants:
e Result in every case in an average hourly increase in HHI that is less than the
increase specified in the Guidelines for the aggregate energy market.

In summary, the proposed divestiture packages when the additional divestiture goes to the
specified multiple buyers:
e Result in every case in an average hourly increase in HHI that is less than the
increase specified in the Guidelines for the aggregate energy market.

Aggregate Hourly Energy Market
Table 2-1 Aggregate Energy Market — Pre-Merger HHIs

856 1219 1565

Table 2-2 Aggregate Energy Market — Post-Divestiture HHIs — Nuclear Divestiture to Two
New Entrants

Table 2-3 Aggregate Energy Market Hourly HHI Differences — Nuclear Divestiture to Two
New Entrants

14.54%

11.85%

14.10%

13.31%
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Table 2-4 Aggregate Energy Market Hourly HHI Differences (Peak/Off-Peak Statistics) —
Nuclear Divestiture to Two New Entrants

22.24%

18.85%

22.63%

21.54%

Table 2-5 Aggregate Energy Market — Pre-Merger HHIs

856 1219 1565

Table 2-6 Aggregate Energy Market — Post-Divestiture HHIs — Nuclear Divestiture to
Multiple Buyers
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Table 2-7 Aggregate Energy Market Hourly HHI Differences — Nuclear Divestiture to
Multiple Buyers

31.70%

25.05%

32.14%

30.01%

Table 2-8 Aggregate Energy Market Hourly HHI Differences (Peak/Off-Peak Statistics) —
Nuclear Divestiture to Multiple Buyers

15.91% 45.36%

9.68% 38.33%

14.14% 47.70%

12.55% 45.11%

© PJM 2006 | www.pjm.com ,



