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05-0597 
Order on Rehearing 

Staff Ex. 25.0 at 13, L. 269-77. CCC concur and ask the Commission to reject ComEd's 
post-hoc attempts at justifying any allowance of pension asset in rates. 

Commission Analysis and Conclusion 

On rehearing, Staff maintains that the pension asset does not exist because the 
pension obligation is fully-funded, meaning the value of the penSion assets equal the 
pension obligation. According to Staff, a net pension asset exists only if the value of the 
pension assets exceeds the pension obligation, which Staff contends is not the case for 
ComEdo Staff states that f Ite Commission, however, decides that the Company's 
shareholdelS should earn some level of retum on the $803 million contribution to fully
fund the pension obligation, Staff recommends that the Commission choose ComEd's 
third aHemative, 4.75% weighted allElf'llge cost of debt. 

Having reviewed the record, it appears to the Commission that ComEd has 
incurred a cost and that customers have derived some benefit as a resuH of the pension 
contribution. Accordingly, the Commission is of the opinion that the issue on rehearing 
is how best CornEd should be authorized some cost recovery for this contribution. 
Given this conclusion that ComEd is entitled to some .compensation the record indicates 
that AHemative 3 would be the best and most appropriate . measure of that 
compensation. While Staff continues to oppose any recovery, Staff agrees that 
AHemalive 3 "leaves ratepayers in no worse position than they would have been absent 
the pension prepayment· Staff Reh.Br. at 26. 

The record evidence shows that recowry based on ComEd's cost of debt as 
proposed in AHemative 3 is proper. AHemative 3 is; based on what ComEd's actual cost 
of long-term debt would have been had ComEd, instead of Exelon, issued long-term 
debt in June 2005 to finance the $803 million corDibution. Altemative 3 also is 
supported by substantial evidence. The record shows that the contribution assisted in 
providing adequate funding for the retirement obligations to ComEd's workforce and 
that ComEd's customers saved $30.2 million as a resuH of the contribution. The 
Commission finds that these savings more than outweigh the $25.3 million cost under 
this alternative. 

Accordingly, the Commission approves cost recovery of the Pension Asset under 
AHemative 3 that ComEd proposed on reheari ng. However, in doing so, the 
Commission does not sanction the prefunding of a utility pension plan as a mechanism 
to increase base rates. Clearly Exelon chose to prefund ComEd's pension plan with an 
equity contribution expending a rate of retum. The Commission bases its conclusion on 
this issue on the specific details of this proceeding, not to be COII!lfrued as precedent for 
future proceedings conceming pension plan funding. 

In addition, and as a matter of intemal consistency, because the annualized 
interest expense will be included in the Company's revenue requirement, then the 
annual effect of the contribution on the retum component of the periodic pension 
expense should also be included in the Company's revenue requirement Recognition 
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