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Summary: 

Commonwealth Edison  Co. 
 
 

Corporate  Credit Rating  BBB/Stable/A-2 
 

Profile Assessments 
 
 

BUSINESS RISK EXCELLENT  
Vulnerable  Excellent 

 
FINANCIAL RISK SIGNIFICANT  

Highly leveraged  Minimal 
 
 

Rationale 
 

Business Risk: Excellent  Financial Risk: Significant 
 

Monopolistic, rate-regulated utility transmission and 
distribution businesses  that provide an essential 
service 
Lower risk transmission and distribution businesses 
that produce  relatively stable cash flows 
Less credit supportive  regulatory environment 
Ratings on Commonwealth Edison Co. (ComEd) are 
constrained by parent Exelon Corp.'s consolidated 
credit quality 

Reflects Exelon Corp.'s consolidated financial 
measures 
Aggressive financial policy 
Significant capital spending, which at the utility 
level is expected  to be funded in rate base 
High sensitivity to commodity  prices at the 
unregulated  operations 
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Outlook:  Stable 
 

The stable outlook reflects Standard & Poor's Ratings Services' baseline forecast that ComEd's funds from 
operations  (FFO) to debt will consistently  exceed 15% over the next three years and Exelon's consolidated FFO to 
debt will equal about 22% to 25% over the same period. 

 

Downside scenario 
Because our corporate credit rating on ComEd is limited to the lower of its stand-alone credit quality or our 
corporate credit rating on its parent, we could lower our rating on ComEd if stand-alone FFO to debt were 
consistently  less than 15% or consolidated financial measures  weakened  so that FFO to debt were consistently 
less than 22% and Exelon were downgraded. This could occur if commodity  prices remained  weak and economic 
growth were minimal. 

 

Upside  scenario 
Because our corporate credit rating on ComEd is limited to the lower of its stand-alone credit quality or our 
corporate credit rating on its parent, for us to raise our rating on ComEd, we would first have to upgrade Exelon, 
and ComEd's stand-alone credit quality would have to reflect the higher rating. Although we view an upgrade as 
less likely, this could occur if Exelon's consolidated FFO to debt were consistently  greater than 27%. 

 
 
 
 
Standard & Poor's Base-Case Scenario 

 
Assumptions Key Metrics 

 
High capital spending requirements through 2013 
and 2014 
Low EBITDA growth in 2013 
Moderate  EBITDA growth in 2014 
Deferred taxes providing some benefit through the 
forecast period 

 
2012A         2013E         2014E 

FFO to debt                         17.5%   20%-25%   20%-25% 

Total debt/Total capital      49.7%   48%-50%   48%-50% 

Total debt/EBITDA              4.4x       4x-4.5x       4x-4.5x 

 
A—Actual. E—Estimate. 

 
 
 
 
Business Risk: Excellent 

 
ComEds business risk profile is "excellent" under our criteria, reflecting monopolistic,  rate-regulated utility 
transmission and distribution businesses  that provide an essential service. ComEd serves about 3.8 million customers 
in northern  Illinois, including the city of Chicago. The company's  distribution rates are regulated by the Illinois 
Commerce  Commission (ICC) and the transmission rates, which equal about 23% of the company's  rate base, are 
regulated by the Federal Energy Regulatory Commission. Generally, we view the distribution and transmission 
businesses  as lower risk than the generation  businesses  often included in many fully integrated  electric utilities. 

 
Under our U.S. Utility Regulatory Assessments,  we view Illinois as "less credit supportive", reflecting a challenging 
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regulatory environment, which we expect to continue  in the near term. The formula rate plan (FRP) that was adopted 
in Illinois, under the Energy Infrastructure  Modernization  Act (EIMA), was viewed initially as a potential enhancement 
of the utility's credit quality. However, ComEd's first rate order was less constructive than expected  because  the ICC's 
initial recommendation was a rate reduction  of more than $165 million; the ICC adopted  a $133.4 million rate 
reduction after rehearing the issues. On ComEd's second rate case filing, which was decided in December  2012, a 
more favorable result was achieved. In this case, the ICC ordered a rate increase of $89.3 million against a request for 
$91 million. Still, the ICC has used an average rather than year-end rate base and provided for a short-term  debt rate as 
the appropriate interest rate to apply to under/over recoveries  of incurred costs. While the company  continues  to 
contest  these two issues, a legislative solution may also provide some relief in regard to the ICC's decisions. S.B. 9, a 
bill that clarifies some of the issues that have emerged  under the interpretation of the EIMA, was recently approved  by 
the state Senate and House and is now awaiting the governor's  signature. 

 
 
Financial Risk: Significant 

 
Our assessment of ComEd's financial risk profile reflects the consolidated financial risk profile of parent, Exelon, which 
we assess as "significant". 

 
Under our base-case  scenario for Exelon, we assume lower gas prices and market heat rates that result in power prices 
roughly 10% lower than the current forward contracts.  We expect consolidated FFO to total debt to equal about 
23%-25% through 2015. Operating cash flow to debt will remain positive even in 2013 and 2014, when we expect 
financial measures  to trough. We view Exelon's decision to lower its dividends as bolstering credit quality and its 
dividend payout is now in line with peers (at about 55%-60%). We also expect to see the negative discretionary  cash 
flow (after dividends) to improve meaningfully. However, Exelon's capital spending requirements remain significant 
between  2013 and 2015, at about $15.6 billion. 

 
In addition, we expect debt to EBITDA to be about 4x. This ratio is still consistent  with Standard & Poor's 'BBB' rating 
guideposts  for a financial risk profile we assess as significant, especially since a meaningful amount of capital spending 
is discretionary. 

 
 
Liquidity:  Strong 

 
The short-term  rating on Exelon and affiliates is 'A-2'. Standard & Poor's views the liquidity across the Exelon group of 
companies  as "strong," in light of the upcoming debt maturities and available credit facilities. We estimate that sources 
of cash will exceed the companies' uses by about 2x during the next 12 months. We expect sources over uses to 
remain positive even if EBITDA decreases by 50%. In addition, because  of Exelon's solid relationships  with banks and 
high conversion  of FFO to discretionary  cash flow, we believe the company  can absorb low-probability, high-impact 
shocks. Maturities over the next 12 months are manageable. 

 
As of Jan. 30, 2013, Exelon, Exelon Generation  Co. LLC (ExGen), ComEd, PECO Energy Co., and Baltimore Gas & 
Electric Co. (BGE) had credit facilities of $500 million, $5.6 billion, $1 billion, $600 million, and $600 million, 
respectively.  These facilities expire between  December  2015 and August 2017. Availability under these facilities was 
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$498 million for Exelon; $3.95 billion for ExGen; and $1 billion, $599 million, and $600 million for ComEd, PECO, and 
BGE, respectively.  Aggregate credit facility availability was about $6.6 billion. Commercial paper outstanding  was $1.7 
billion. 

 
Principal Liquidity  Sources  Principal Liquidity  Uses 

 
Aggregate credit facility availability of about $6.6 
billion 
We expect FFO to equal about $5.4 billion in 2013 

Dividends of about $1.2 billion in 2013 
Capital expenditures of about $ 5.4 billion in 2013 

 
 
 
 

Recover y Analysis 
 

We assign recovery ratings to first mortgage  bonds (FMBs) issued by U.S. utilities, which can result in issue ratings 
being notched  above a utility's corporate credit rating (CCR) depending  on the rating category and the extent of the 
collateral coverage. 

 
The FMBs issued by U.S. utilities are a form of "secured utility bond" (SUB) that qualify for a recovery rating as 
defined in our criteria. 

 
The recovery methodology is supported by the ample historical record of 100% recovery for secured  bondholders in 
utility bankruptcies  in the U.S. and our view that the factors that enhanced those recoveries  (limited size of the 
creditor class and the durable value of utility rate-based assets during and after a reorganization  given the essential 
service provided and the high replacement cost) will persist in the future. 

 
Under our SUB criteria, we calculate a ratio of our estimate of the value of the collateral pledged to bondholders 
relative to the amount of FMBs outstanding.  FMB ratings can exceed a utility's CCR by up to one notch in the 'A' 
category, two notches  in the 'BBB' category, and three notches  in speculative-grade categories  depending  on the 
calculated  ratio. 

 
ComEd's FMBs benefit from a first-priority lien on substantially all of the utility's real property owned or 
subsequently  acquired. Collateral coverage of more than 1.5x supports  a recovery rating of '1+' and an issue rating 
two notches  above the CCR. 

 
 
Related Criteria And Research 

 
Collateral Coverage and Issue Notching Rules for ‘1+’ and ‘1’ Recovery Ratings on Senior Bonds Secured by Utility 
Real Property, Feb. 14, 2013, 
Standard & Poor’s Revises Its U.S. Utility Regulatory Assessments,  Dec. 28, 2012 
Business Risk/Financial Risk Matrix Expanded, Sept. 18, 2012 
Liquidity Descriptors For Global Corporate  Issuers, Sept. 28, 2011 
2008 Corporate  Ratings Criteria: Ratios And Adjustments,  April 15, 2008 
2008 Corporate  Criteria: Analytical Methodology, April 15, 2008 
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Business And Financial Risk Matrix 
 
 
 
Business Risk 

 
Financial Risk 

 

Minimal 
 

Modest 
 

Intermediate 
 

Significant 
 

Aggressive Highly 
Leveraged 

Excellent AAA/AA+ AA A A- BBB -- 

Strong AA A A- BBB BB BB- 

Satisfactory A- BBB+ BBB BB+ BB- B+ 

Fair -- BBB- BB+ BB BB- B 

Weak -- -- BB BB- B+ B- 

Vulnerable -- -- -- B+ B  
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

B- or below 
 

Note: These rating outcomes are shown for guidance purposes  only. The ratings indicated in each cell of the matrix are the midpoints of the likely 
rating possibilities. There can be small positives and negatives that would lead to an outcome  of one notch higher or lower than the typical matrix 
outcome.  Moreover, there will be exceptions  that go beyond a one-notch  divergence.  For example, the matrix does not address  the lowest rungs of 
the credit spectrum  (i.e., the 'CCC' category and lower). Other rating outcomes that are more than one notch off the matrix may occur for 
companies that have liquidity that we judge as "less than adequate"  or "weak" under our criteria, or companies  with "satisfactory" or better business 
risk profiles that have extreme  debt burdens due to leveraged buyouts or other reasons. For government-related entities (GREs), the indicated 
rating would apply to the standalone  credit profile, before giving any credit for potential government support. 
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