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Exelon Corp. 
EXC 

Investment Notes 
 

Please read Disclaimer at bottom of these notes! 
 
 
Website: www.exeloncorp.com 
 
Largest nuclear plant operator in the United States.  Holding company for PECO Energy and 
Commonwealth Edison.  Headquarters in Chicago.  Strong presence in Midwest and Mid-Atlantic.   
 

 
 

 
 
 
 
May 25, 2011 (41.78)  Review of VL 5/27/11 
 
1. Financial Strength ‘A.’ 
 
2. Purchasing CEG for ~$7.8B.  They will issue 185.86M shares. 
 
3. Projects the following for F2011 and F2012. 
 

 F2011 F2012 
Revenues 30.80 28.55 
Cash Flow 8.15 7.25 
EPS 3.85 2.90 
Capex 6.10 6.10 
Common Shares Outstanding 664 666 
Long Term Debt Ratio 45.5% 45.5% 
ROE 17.0% 12.5% 

http://rbcpa.com/invindex.html
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Dividend Payout Ratio 55% 72% 
 
 
May 12, 2011 (42.00) Thesis 
 
Low cost generator of power.  Expect increased demand as population increases, and economy 
improves from Great Recession.  Electricity prices have remained low and demand flat in F2010.  
Dividend is ~5% ($2.10), and projected dividend payout ratio of ~52. 
 
The stock price is correlated with the forward spot price of Henry Hub Natural Gas.  Natural Gas has 
been in a depression.  Spot gas prices have dropped 70% and forward prices have dropped 50% from 
their 2008 peak through F2010.  Natural gas prices along with electricity demand are the principal 
drivers of the wholesale market price of electricity. 
 

 
 
2011 earnings are expected to increase slightly.  2012 earnings are expected to take a hit, as long term 
margin contracts will be replaced.  Yet, we do not know what the energy wholesale prices will be at 
that time. 
 
As of now, I am recommending this as a 4% to 5% portfolio holding within our group.  We own a 
similar amount of Constellation Energy, and if all goes as planned, these will be consolidated. 
 
I think the dividend is stable, and the industry in a slight depression.  Fundamentally speaking, EXC 
could trade at a P/E of 15, which would make the market price near $60.  This is in the portfolio for 
defensive reasons, and P/E below long time average.  Hoping for annualized returns of 8%. 
 
 
“Exelon's 11 nuclear plants in the Midwest and Mid-Atlantic generate 17% of U.S. nuclear power and 
Nearly 4% of all U.S. electricity consumed. With power prices hovering around $40 per megawatt-
hour and nuclear plants generating power for just $15 per megawatt-hour, nuclear plant owners 
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realize wide profit margins. While power prices remain volatile depending on weather, commodity 
prices, and electricity demand, nuclear costs should remain relatively low because of abundant 
uranium and enrichment supplies.” Morningstar 4/29/11 
 
 
 

Fundamental Analysis 
 

Company Name Exelon 
  
Symbol EXC 
  
Date Worked On 12-May-11 
  
Base Year 31-Dec-11 
  
Price $42.00 
  
Shares Outstanding 664 
  
Market Capitalization $27,888 
  
Cash and CE $509 
  
Long Term Debt $12,152 
Minority Interests $0 
Goodwill $2,625 
Intangibles $0 
Other Intangibles $0 
  
Enterprise Value $39,531 
  
Short Term Debt $1,624 
  
Stockholders Equity $13,931 
  
Depreciation and Amortization $1,500 
  
CapEx $4,043 
  
Revenues $19,000 
  
Total Assets $51,376 
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Net Income $2,650 
  
Dividend Per Share $2.10 
  
Interest Expense $700 
  
Net Income Before Taxes $4,140 
  
Enterprise Value Per Share $59.53 
  
Price To Enterprise Value 70.55% 
  
Total Debt $13,776 
Total Debt / Net Income 519.85% 
Total Debt Per Share $20.75 
  
Tangible Book Value $11,306  
  
Book Value Per Share $20.98 
  
Tangible Book Value Per Share $17.03 
  
Price / Book Value 200.19% 
Price / Tangible Book Value 246.67% 
Price / Earnings Ratio 10.52 
Enterprise Value / Earnings Ratio 14.92 
Earnings Yield 9.50% 
  
Earnings / Enterprise Value 6.70% 
  
Price To Sales Ratio 146.78% 
  
Net Income / Total Assets 5.16% 
  
Total Assets / (Revenues/365) 986.96 
  
Enterprise Value / Revenues 208.06% 
  
Goodwill / Total Assets 5.11% 
Goodwill / Stockholders Equity 18.84% 
  
Debt / Equity 98.89% 
  



 5 

Average P/E Last 10 Years 14.0 
  
Free Operating Cash Flow $107 
Free Operating Cash Flow Per 
Share 0.16 
Free Operating Cash Flow Flow 
Yield 0.38% 
Price / Free Operating Cash Flow 260.64 
  
Revenues Per Share $28.61 
  
Net Income Per Share $3.99 
  
Return on Equity 19.02% 
  
Bond Rating (S&P) BBB - Stable 
  
Growth Rate 1.00% 
  
Dividend Yield 5.00% 
Dividend / Net Income 52.62% 
  
Dividend / Cash Flow 1303.18% 
  
Interest Coverage Ratio 6.91 
  

Insider Activity 
Mixed - 
neglible 

  
Buy-Backs No 
  
Dilution Slight 
  
Management Compensation Fair 
  
Price to consider to buy more $43.00 
  
Price to sell or consider reducing $48.00 
  
Action  (Buy, Hold or Sell) Buy 
  
Portfolio Allocation Suggestion 4% 
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Company Exelon 
  

As of Date March 31, 2011 
  

EV Analysis  

Date Worked On May 12, 2011 

  
  
Share Outstanding 664.00  
Share Price $42.00  
Market Capitalization $27,888.00  
  
Less: Cash and Short Term 
Investments ($509.00) 
Add: Long Term Debt $12,152.00  
        Minority Interest $0.00  
Enterprise Value $39,531.00  
  
EV per share $59.53  
  
  
  
  
Stockholders' Equity $13,931.00  
  
Adjustments:  
Goodwill ($2,625.00) 
Tradenames $0.00  
Other Intangibles $0.00  
  
Net Stockholders' Equity $11,306.00  
  
Adjusted Book Value per Share $17.03 

 
 

Quick Projections  May 12, 2011 
  
Revenue $19,000.00  
  
Net Margin % before tax 21.75% 
  
Net Margin before taxes $4,132.50 
  
Tax Rate 36.00% 
Corporate Taxes $1,487.70 
  
Net Income after Taxes $2,644.80 
Net Margin % 13.92% 
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Shares Outstanding 664.00 
  
eps $3.98 

 
 

FV of current equity and future earnings 12-May-11
  
Adjusted Stockholder's Equity $11,306.00
  
Net Income after Taxes $2,644.80
  
Growth Rate of Net Profit  for 10N 3.00%
Growth Rate of Net Profit after 10N through 15N 3.00%
  
FV of Net Profit in 10N $3,554.39 
FV of Net Profit in 15N $4,120.51 
  
FV of tangible book value plus Net Profits for 10N $45,513.99 
FV of tangible book value plus Net Profits for years 11 - 15N $71,633.92 
  
Current Enterprise Value $39,531.00 
FV of tangible book value plus Net Profits for 10N ($45,513.99)
Years 10
ROI on tangible book value plus Net Profits for 10N 1.42%
  
FV of tangible book value plus Net Profits for 10N $45,513.99 
FV of tangible book value multiplier 2.00 
  
FV of Tangible Book Value using BV multiplier in year 10 $91,027.97 
  
  
Current Enterprise Value $39,531.00 
FV of tangible book value plus Net Profits for years 11 - 15N ($71,633.92)
Years  15
ROI on tangible book value plus Net Profits for 15N 4.04%
  
FV of tangible book value plus Net Profits for 15N $71,633.92 
FV of tangible book value multiplier 2.0
  
FV of Tangible Book Value using BV multiplier in year 15 $143,267.85 
  
  

Potential Future EV using BV multiplier above  
  
Current Enterprise Value $39,531.00 
FV of Tangible Book Value using BV multiplier in year 10 ($91,027.97)
Years 10
ROI on  FV of Tangible Book Value using BV multiplier in year 10 8.70%
  
  
Current Enterprise Value $39,531.00 
FV of Tangible Book Value using BV multiplier in year 15 ($143,267.85)
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Years 15
ROI on  FV of Tangible Book Value using BV multiplier in year 15 8.96%
  
  
  

Sanity Checks:  
  
  

P/E in future  
  
  
FV of Net Profit in 15N $4,121
P/E estimate 14.00
  
Market Cap on above -$57,687
Years 15
Current Enterprise Value $39,531
ROI in 15N using above 2.52%
  
  
  

Potential Revenue Growth  
  
Current Revenues $19,000
Growth Rate of Revenues  for 10N 3.00%
Growth Rate of Revenues after 10N through 15N 3.00%
  
FV of Revenues in 10N ($25,534)
FV of Revenues in 15N $29,601 
  
FV of Revenues in 15N $29,601 
  
Revenue Multiplier based on Al Meyer Rule of Thumb net margins 2.8
  
Possible Market Cap year 15 ($82,884)
Years 15
Current Enterprise Value $39,531
ROI in 15N using above 5%

 
 

Company Exelon 
Report Date 12-May-11
Price 42
Growth Rate 3.00%
Price/Sales 1.47 
Price/ Net Cash Flow 262.50 
Price/ Net Book Value 2.47 
P/E Ratio Current 10.53 
P/E Ratio Year 2 10.50 
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Current Ratio 1.12 
Quick Ratio 0.94 
LT Debt / Shr. Equity 87.23%
LT Debt / Current Assets 260.83%
Return on Shr. Equity 19.02%
  
PEG Ratio (Current) 3.51 
PEG Ratio Year 2 3.50 
PEGY Ratio (Current) 1.32 
PEGY Ratio Year 2 1.31 
  
Graham Ratio (current) 25.96 
Graham Ratio Year 2 25.90 
  
Growth Flow Ratio 
(<12=nrml) 10.53 
Cash King (s/b > 10 % ) 0.56%
Flow Ratio (s/b < 1.25 ) 1.63
  
Intrinsic Value (current) 46.28 
Intrinsic Value Year 2 46.40 
Intrinsic Value Year 3 47.79 
Intrinsic Value Year 4 49.23 
Intrinsic Value Year 5 50.70 
  
Intrinsic Value / Price 
(current) 10.20%
Intrinsic Value / Price Year 2 10.48%
Intrinsic Value / Price Year 3 13.79%
Intrinsic Value / Price Year 4 17.20%
Intrinsic Value / Price Year 5 20.72%
  

 
 
 

Date 
31-Mar-

11 31-Dec-10 31-Dec-09 31-Dec-08
     
Period Presented in 
Months 3 12 12 12
     
Operating Revenues $2,739 $18,644 $17,318 $18,859
     
Purchased Power $549 $4,425 $3,215 $4,270
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Fuel Costs $430 $2,010 $2,066 $2,312
     
Total Direct Costs $979 $6,435 $5,281 $6,582
     
Net Operating Margin $1,760 $12,209 $12,037 $12,277
     
     
% of Revenues     
     
Operating Revenues 100.00% 100.00% 100.00% 100.00%
     
Purchased Power 20.04% 23.73% 18.56% 22.64%
Fuel Costs 15.70% 10.78% 11.93% 12.26%
     
Total Direct Costs 35.74% 34.52% 30.49% 34.90%
     
Net Operating Margin 64.26% 65.48% 69.51% 65.10%

 
 
 
 
 
 

 
 

 
Generation Pie Chart of Exelon without Constellation Energy 
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Generation if Combined with Constellation Energy 
 

 
 
Standard and Poors Credit ratings as of May 12, 2011 

 
 

 
 
May 12, 2011 (41.00) Notes from 10-Q 3/31/11 
 
Really nothing to report.  See ratio analysis and valuation spreadsheets. 
 
May 12, 2011 (41.00) Notes from 10K and Annual Report 12/31/10 
 
1. Exelon states (2010 Summary Annual Report) their operating performance should be 
evaluated using the measure of “Revenue Net of Purchased Power and Fuel Expense.” 
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2.
 

 
 

 
 

 
 
 
May 12, 2011 (41.00) Various Notes 
 
Argus 5/4/11 
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Standard & Poors 5/2/11 
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Morningstar 4/29/11 
 

 
 
Deutsche Bank 4/27/11 
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April 14, 2011 (40.19) Morningstar notes from April edition of Stock Investor 
 
1. Thinks management is one of the best in the utility industry. 
 
2. 5* rating, FV $67, consider buy $46.90, consider sell $93.80, P/E 10.5, Projected Yield 5.2%, 
P/CF 5.2. 
 
3. Largest nuclear plant operator in USA.  Produces low cost electricity, with minimal greenhouse 
emissions. This should provide shareholder value over the years.  Costs should remain low, since 
uranium and supplies are abundant. 
 
4. Nuclear plants take 7 years to build.  This gives existing operators an effective monopoly. 
 
5. 11 nuclear plants in Midwest and Mid-Atlantic generate 17% of U.S.  Nuclear power and almost 
4% of all U.S. electricity consumed. 
 
6. Annual FCF is > $1B or ($1.50 per share). 
 
7. Company is hoarding cash, focused on preserving its dividend and investment grade credit 
rating. 
 
8. Indirectly leveraged to natural gas prices. 
 
 
 
March 24, 2011 (41.01) Notes to Conference Call on Japan situation 
 
Exelon claims their plants are safer than Japan’s and have safeguards that Japan did not have.  
Claims the reason there are few new builds in USA is due to economics and not safety. 
 
“But it appears thus far that the most important differentiating factor is the important equipment at 
the Japanese plant was not protected from these events, unlike our plants, where emergency diesel 
oil tanks are buried underground or in enclosed vaults.” 
 
 
December 22, 2010 (41.35) 
 
One analyst wrote that, maintaining investment grade credit rating is “the most important constraint 
on its ability to pay the dividend.”  Company indicated in October it is more apt to adjust capex plans, 
rather than issue equity to maintain credit rating or dividend. 
 
Morningstar - 12/9/10 Fair Value $67.  Wide moat, BBB+ credit rating. 
 
Argus – 10/26/10 – Target of $51. EPS est $3.85 2010, $4.15 2011. 

“continues to improve operating performance in all business segments.”  Believes dividend is 
secure.  
 

S&P - 10/26/10 – Target of $49.  EPS est of $3.98 2010, $4.14 2011.  S&P Credit rating BBB.   
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Morgan Stanley – 10/26/10 – Target of $43.  EPS est of $4.05 2010, $4.25  2011.  They project 
2012 eps of $2.90, whereas consensus per their report is $3.16.  Correlated to Natural Gas 
prices.   Comprises 7.3% of XLU. 

 
BAC Merrill Lynch – 10/25/10 -  Target of $38.  EPS est of $3.98 2010, $4.04  2011,  and $3.08 

2012.  Rated “Underperform.”  Thinks earnings power will fall nearly 20% in 2011-2013. 
 

 
 

 
 
 
 
 

 
 

Disclaimer 
 
 
If you are a client of ours, and if you have questions regarding the company or 
investment mentioned in this report  please call our office. If you are not a client of 
Redfield, Blonsky & Co. LLC Investment Management Division and are reading these 
notes, we urge you to do your own research. We will not be responsible for any person 
making an investment decision based on these notes. These notes are a "by-product" of 
our research. We are not responsible for the accuracy of these notes. We are not 
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responsible for errors that may occur in these notes.  Please do not rely on us to 
monitor or update this or any other report we may issue. In theory, we could come 
across some type of data or idea, which causes us to eliminate our long or short  
position of the company or investment mentioned in this report   from our portfolios.  
We will not notify reader’s revisions to these notes. We are not responsible to keep 
readers of these notes updated for changes or material errors or for any reason 
whatsoever.   We manage portfolios for clients, and those clients are our greatest 
concern as it relates to investing. Certain clients of Redfield, Blonsky & Co LLC may not 
have the company or investment mentioned in this report   in their portfolios. There 
could be various reasons for this. Again, if you would like to discuss the company or 
investment mentioned in this report  , please contact Ronald R. Redfield, CPA, PFS 
(partner in charge of investment management division).  
 
Information herein is believed to be reliable, but its accuracy and completeness cannot 
be guaranteed. Opinions, estimates, and projections constitute our judgment and are 
subject to change without notice. This publication is provided to you for information 
purposes only and is not intended as an offer or solicitation. Redfield, Blonsky & Co. 
LLC and Ronald R Redfield, CPA, PFS, may hold a position or act as an advisor on any 
investments mentioned in a report or discussion. 
 


