
Commonwealth Edison Company 
ICC General Information Requirements 

Sec. 285.305 (1) 



FORM 1 0 4  
EXELON CORP - EXC 
Filed: April 25,2007 (period: March 31,2007) 

Quarterly report which provides a continuing view of a company’s financial position 



PART I. 

FINANCIAL INFORMATION 4 
ITEM 1.  FINANCIAL STATEMENTS 4 

.eA5IL 

INFORMATION 122 
lTEM.L LEGAL PROGEEDINGS 1 27 

PART I, 

FINANCIAL INFORMATION 

km2. 

!kx!G. 
Item 4. Controls and Procedures 

Financial Statement2 

Manaaement s D iscuss ion and Ana m n c i a l  Co- 

rket Risk Qua ntitative and Qua litative Dis- Ma 
Ooerallons 

PART II 

OTHER INFORMATION 

ISsmJA, Risk Factor$ 
b o a i  Proceedinas 

Ynreoistered Sales of Eauitv Securities and Use of P r o c e e a  
Qther Information 

lieJJL&.Exblu§ 
SIGNATURFS 

EX-IO 1 COMMONWEALTH EDISON COMPANY LONG-TFRM INCENT IVF PLAN) 

EX-31 1 (CERTIFICATION FO R EXFl ON CORPOR ATION1 

lCERTlFlCATlON FOR FXFl ON CORP@RATlOU 

(CFR TlFlCATlON FOR EXELON GFNFRAT ION COM PANYl 

FX - 31.4 CERTIFICATION FOR FXELON GENF RATION COMPANY) 

EX-31.5 (CFRTIF CATION FOR COMMO NWEALTH EDISON COM PANY) 

EX-31 6 (CERTIFICATION FOR COMMONWFAL TH EDISON COM PANY) 

EX-31 7 CERTIFICATION FOR PFCO ENE RGY COMPANY) 

EX-31 8 ICFRT IFCATION FOR PECO ENERGY COMPANY) 

- 



EX-32 1 LCFR TlFlCATlON FOR EXFI ON CORPORATION) 

EX-32 2 (CERTIFICATION FOR EXELON C0RP;)RATION) 

3 (CERTIFICATIO N FOR FXFl 0- - - 

EX-32.4 (CERTIFICATION FOR EXELON GENERATION COMPANY) 

EX-32 5 lCERTlFlCATlON FOR COMMONWEALTH FDISON COMPANU 

EX-32 6 (CER TlFlCATlON FOR COMMO NWEAL TH FDISON COM PANY) 

- lCFR TlFlCATlON FOR PECO FNFRG Y S O M P U  

EX-32 8 lCERTlFlCATlON FOR PECO ENERGY COMPANY1 



UNITED STATES SECURITIES AND EXCHANGE COMMISSION 
Washington, D.C. 20549 

FORM 10-Q 
p QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE 

SECURITIES EXCHANGE ACT OF 1934 
For the Quarterly Period Ended March 31,2007 

or 
TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE o 
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FILING FORMAT 

This combined Form l0-Q is being filed separately hy Exelon Coqmration (Exelon). Exelon Generation 
Company. LLC (Generation), Commonwealth Fdison Company IComEd), and PECO Energy Company 
(PECO) (collectively. the Registrants). Information contained herein relating to any individual regiseant is 
filed hy such registrant on its own behalf. No registrant maker any representation rn to information relating to 
any other registrant, 

FORWARD-LOOKING STAIEMENTS 

Certain of the matters discussed in this Report are fonvard-looking statements, within the meaning of the 
Private Securities Litigation Reform Act of IYY5, that are subject tu risks and uncertainties. The factors lhat 
could cause actual results to differ materially from the forward-looking statements made by a registrant 
include la )  thaw factvm discussed in the following sections of the Registrants' 2006 Amital Repon on 
Form 10-K: ITEM I A. Risk Factors, as updated by Part 11, Item IA of this Reporl, ITEM 7. Management's 
Discussion and Analysis of Financial Condition and Results of Operations and ITEM 8. Financial Statements 
and Supplcmentary Data: Note 18, as updated by Note 13 ofthis Report; and (h) other factorsdiscussed 
herein and in other filings with the United States Seciirities and Exchange Commission (SEC) by the 
Registrants. Readers are cautioned not to place undue reliance on these forward-looking statements, which 
apply only as of the date of this Report. None of the Registrants undertakes any obligation to publicly release 
any revision to its forward-looking statements to reflect events or circumstances after the date of this Report. 

WHERE TO FIND MORE INFORMATION 

The public may read and copy any reports or other information that the Registrants file with the SEC at 
the SEC's public reference rnom at 100 F Srreet. N.E., Washington. D.C. 2054Y. Thc public may obtain 
information on the operation of the Public Reference Room by calling h e  SEC at 1-800-SEGO330. These 
documents are also available to the public from commercial document retneval services, the website 
maintained by the SEC at w w u  . w v  and the Registrant's webrites at www.exeloncom.com, Information 
contained on Enelon's website shall not be deemed incorporated into, or to be a pan of, this Repon. 

3 

Same: EXELON CORP. to-a, April 25, %lo? 

http://www.exeloncom.com


PART 1. FINANCIAL 1NFOR.MATION 

Item 1. Financial Statements 
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Source: EXELON GORP, IO-Q, April 25,2007 



EXELON CORPORATION 

EXELON CORPORATION AND SUBSIDIARY COMPAYIES 
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE Ih‘COME 

(Unaudited) 

,Inmuuons,ox~Eept per share dab) 
operaling revenues 
OpPrPSng expenses 

P u n b e d  POWS 
Fuel 
Operating and maintenance 
Depreciation and amonirrtia 
Tars other thw income 

Total oporailng expenses 

Other inerne and deductions 
Operdng income 

lnter..t expeme 
InlerCSL expense to affiliares, net 
Equity in losses dunconrnlidaled affiliarer and UIVcItmCnW 
ohm. “R 

Told nha income and deductions 
Income rrom continuing qrrstions brrorr income iaxe 
1nmr  b X D S  

l n m e  from continuing operatins 
Diseontinuod -lions 

Income from discontinued operations Inel of faxes ol J2 and $0 for G I ~  ihree months ended March 31.2057 

Galnondispo~ufdiscmrlnucdop~ratinnr(neioftarffofS3and$Of~thethreemon~endedMarrh 31 

income from diwontinued operatiom, net 

and 2 M .  rcspmiuciy) 

2co7 and Mo6. respectively) 

Net inmmr 
Other compreberirr inccmo (Im). net of income  axes 

Pension and non-pmion pmmtiremenr benefit p l s m  
&or xrvire benefit reclassified Io periodic benefit cost ($2 and $(4) rclafod tu p m a i m  and non-pension 

Actuarial im6 reclassified to periodic benetit m t  1516 and SI related 10 m i o n  and nm-wnrion 
posuetimenl benefit plan*. respectirely) 

postretiremen! benefit plans, rerpedwly)  
Chmge in unrealid gain (Imi) rn cash-nmr hedgcs 
Unrcalired gain on marketable ~ e c ~ ~ h i e s  

Other comprehensive income (lass) 
sete income fax alignment 

Cmprrhensivr i n e m  
Average sham Of common sraek outstanding: 

Basic 
Diluted 

inmme from canunuing operatiom 
Income from discontinunl operations 
Net income 

Income from conllnuing operariaor 
Income hom dirconnnued oprariom 
.Vet income 

E e r o i i  p r  avrwr  common ahare - basic: 

Earning8 p r  .“elage pommm share - diluted: 

DivMmdx per common sham 

See the Combined Notes lo Consolidated Financial Statements 
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Three Months 
Ended 

Murb 31. 
2 o w  Mo6 

$ 4.829 $ 3.861 
-- 

1.245 525 
770 937 

LOSS 1,024 
)69 363 
1% 194 -- ss 
3- 818 

115bl 11531 
(SI) 1711 
(261 1391 
63 45 >a 

1.015 Mx) 
334 tni 
68 I 3w 

-- 
-- -- 

6 1.01 S .60 

$ I O 1  I .59 
0.01 - 
uu -- 

SourcB: EXELON COW. 10-Q, April 25.2007 



EXELOS CORPORATION AND SUBSIDIARY COMPANIES 
CONSOLIDATED STATEMENTS OF CASH FLOWS 

(Unaudited) 

Three Month Ended 

(In rnilli""l) 
Cash flows from operating activities 

Net income 
Adjustments to reconcile net income tu net cash flows provided by operating 

activities: 
Depreciation, amortization and accretion, including nuclear fuel 
Deferred income taxes and amortization of investment tax credits 
Net realized and unrealized mark-to-market and hedging transactions 
Other non-cash operating activities 
Changes i n  assets and liabilities: 

Accounts receivable 
Inventories 
Accounts payable, accrued expenses and other current liabilities 
Counterparty collateral asset 
Counterparty collateral liability 
Income taxes 
Pension and non-pension postretirement benefit contributions 
Other assets and liabilities 

Net cash flows provided by operating activities 
Cash flows frum investing activities 

Capital expenditures 
Proceeds from nuclear decommissioning trust fund sales 
Investment in nuclear decommissioning must funds 
Proceeds from sale of investments 
Change in restricted cash 
Other investing activities 

Net cash flows used in investing activities 
Cash flows from financing activities 

Issuance of long-term debt 
Retirement of long-term debt 
Retirement of long-term debt tu financing affiliates 
Change in shorl-term debt 
Dividends paid on common stock 
Proceeds from employee stock plans 
Purchax of treasury stock 
Other financing activities 

Net cash flows provided by (used in) financing activities 
Increase in cash and cash equivalents 
Cash and cash equivalents a t  beginning of period 
Cash and cash equivalents a t  end of period 

$ 4 0 0  

524 
(35) 
21 

176 

253 
65 

(454) 
146 

5 
UI) 
(713) 

See the Combined Notes to Consolidated Financial Statements 
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Source: EXELON CORP, 10-0, April 25,2007 



11" rnilliws) 

Current assets 
Cash and cash equivalents 
Restricted cash and investments 
Accounts receivable, net 

Custumer 
Other 

Mark-to-market derivative assets 
Inventories, net 

Fossil fuel 
Materials and supplies 

Deferred incume taxes 
Other 

Total current assets 
Property, plant and equipment. net 
Deferred debits and other assets 

Regulatoly assets 
Nuclear decommissioning a t  funds 
Investments 
Investments in affiliates 
Goodwill 
Mark-to-market derivative assets 
Other 
Total deferred debits and other assets 

Total w e b  

ASSETS 

March31. 
2007 - 

$ 380 
49 

2.077 
400 
506 

176 
422 
133 

668 
4.811 

23,133 

5,629 
6,540 

653 
80 

2,641 
152 

1.072 
16.767 
$44.711 - 

See the Combined Notes to Consolidated Financial Statements 
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$ 224 
58 

1,747 
462 

1,418 

300 
431 - 
352 

4.992 
22,775 

5.808 
6,415 

725 
85 

2,694 
171 
654 

16.552 
$ 44.319 

Source: EXELON C O W  10-0, April 25,2007 



EXELON CORPORATION AND SUBSIDIARY COMPANIES 
CONSOLIDATED BALANCE SHEETS 

(Unaudited) 

March 31 
2007 - 

LIABILITIES AND SHAREHOLDERS' EQUITY 
Current liabilities 

Short-term borrowings $ 636 
Lung-tern debt due within one year 383 
Long-term deht to ComEd Transitional Funding Trust and PECO Energy 

691 
Accounts payable I ,25 1 
Mark-to-market derivative liabilities 757 
Accrued exDenses 987 

Transition Trust due within one year 

Other 
Total current liabilities 

Long-term debt 
Long-term debt to ComFd Transitional Funding T N S ~  and PECO Energy 

Long-term debt to  other financing trusts 
Deferred credits and other liabilities 

Transition Trust 

Oeferred income Laxes and unamortized investment tax credits 
Asset retirement obligations 
Pension obligations 
Non-pension postretirement benefit obligations 
Spent nuclear fuel obligation 
Regulatory liabilities 
Mark-m-market derivative liabilities 
Other 

Total deferred credits and other liabilities 
Total liabilities 

Commitments and contingencies 
Preferred securities of subsidiaries 

3 
5.522 

9,045 

2,066 
545 

5.1 14 
3,837 

731 
1.848 
9 62 

3,140 
217 

1,481 
17.330 
34.508 

87 
Shareholders' equity 

Common stock (No par value, 2.000 shares authorized. 673 and 670 shares 

Treasury stock, at cost (13 and 13 shares held at March 31.2007 and 

Retained earnings 3,805 

outstanding at March 31,2W7 and December 31,2006. respectively) 8,467 

December 31,2006, respectively) (667) 

(1.489) 
Total shareholders' equity 10.116 

$.ALm - 
Accumulated other comprehensive loss, net 

Total liibilities and shareholders' equity 
See the Combined Notes to Consolidated Financial StatementS 
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$ 305 
248 

58 I 
1.382 
1,015 
1,180 
1.084 
5.795 
8,896 

2.470 
545 

5,340 
3.780 

147 
1,817 

950 
3,025 

78 
782 

16.519 
34,225 

87 

8.3 I4  

(630) 
3,426 

(1.103) 
10,007 

$ 44.319 

Source: EXELON CORP, 10-0, April 25,2W7 



Other TOM 

Shares S t a k  Stock Earrings Incomc l h r r l  EyUif) 
lrrwd Canloao Tressur) HMilud Comprehtnlire Sbsrsholders' 
- _ _ _ _ _ _  (I" nillionr) 

B a l ~ c e ,  December 31,2006 683 $ 8.314 $ (630) $ 3,426 $ (1.103) $ 10.007 
69 I - 69 I 

- 153 
- (371 - (37) 

(296) 

Net income - - - 
Long-term incentive plan activity 3 153 
Common stock purchases - 
Common stock dividends declared - - - 
Adoption of Financial Accounting 

Standards Board Interpretation 

Other comprehensive loss, net of 
income taxes of $(248) 

Balance, March 31,2007 

- - 
- 

- (296) 

(16) - (16) 

- - - (3R4) (386) 

No. 48 (FIN 48) - - - 

- ---- 
686 $ 8.467 $ 3.805 $ 10.116 ---- 

See the Combined Notes to Consolidated Financial Statements 
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EXELON GENERATION COMPANY, LLC 

EXELON GENERATION COMPANY, 1,LC AND SUBSIDIARY COMPANIES 
CONSOLIDATED STATEMEKTS OF OPERATIONS AND COMPREHENSIVE INCOME 

(Unaudited) 

Three Monlhs Ended 

(Inmillions) 
Operating revenues 

Operating revenues 
Operating revenues from affiliates 

Total operating revenues 
Operating expenses 

Purchased power 
Fuel 
Operating and maintenance 
Operating and maintenance from affiliates 
Depreciation and amortization 
Taxes other than income 
Total operating expenses 

Operating income 
Other income and deductions 

Interest expense 
Interest expense to affiliates, net 
Equity in earnings (losses) of investments 
Other, net 

Total other income and deductions 
Income from continuing operations before income taxes 

M v e h  31, 
2007 2006 -- 

$ 1,843 $ 1,032 
860 1,188 

2.703 2,220 

594 
47 1 
56 1 

67 
78 

2 
1.812 
891 

(35) - 
2 

363 
611 
593 

75 
67 

32-  7 
00 

890 429 
335 161 

555- 268 
-- Income taxes 

lncnme from continuing operations 
Discontinued operations 

Gain on disposal of discontinued operations (net of taxes of 53 and $0 for the 
- 5 

5 
three months ended March 31.2007 and 2006, respectively) -- 

- Income From discontinued operations, net -~ 
560 268 

Change in unrealized gain (loss) on cash-flow hedges (422) 92 

-- Net income 
Other Comprehensive income (loss), net of income taxes 

Unrealized gain on marketable securities 
Other comprehensive income (loss) 

9- 28 
(413)- I20 
16 147 $ 388 -- Comprehensive income 

See the Combined Notes IO Consolidated Financial Statements 
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EXELON GENERATION COMPANY, LLC AND SUBSIDIARY COMPANIES 
CONSOLIDATED STATEMENTS O F  CASH FLOWS 

(Unaudited) 

Three Months 

(Inmilli-) 
Cash flows from operating activities 

Net income 
Adjustments to reconcile net income to net cash flows provided by operating 

activities: 
Depreciation, amortization and accretion, including nuclear fuel 
Deferred income taxes and amortization of investment tax credits 
Net realized and unrealized mark-to-market and hedging transactions . _  
Other non-ash operating activities 
Changes in assets and liabilities 

Accounts receivable 
Receivables from and payahles w affiliates, net 
Inventories 
Accounts payable, accrued expenses and other current liabilities 
Counterparry wllateral assel 
Counterparty collateral liability 
Income taxes 
Pension and non-pension postretirement benefit contributions 
Other assets and liabilities 

Net cash flows provided by operating activities 
Cash flows from investing activities 

Capital expenditures 
Roceeds from nuclear decommissioning mst fund sales 
Investment in nuclear decommissioning trust funds 
Proceeds from sale of investments 
Changes in Exelon intercompany money pool contributions 
Change in restricted cash 
Other investing activities 

Net cash flows used in invesfiig activities 
Cash flows from financing activities 

Changes in Exelon intercompany money pool borrowings 
Distribution to member 
Contribution from member 
Other financing activities 

Net cash flows used in financing activities 
Increase (decrease) in cash and cash equivalents 
Cash and cash equivalents at beginning of period 
Cash and cash equivalents a t  end of period 

See the Combined Notes to Consolidated Financial Statements 

I I  

Source: EXELON CORP, 10-0. April 25,2007 



(Unaudited) 

(1" millions) 

Current assets 
ASSETS 

Cash and cash equivalents 
Restncted cash and investments 
Accounts receivable, net 

Customer 
Other 

Mark-to-market derivative assets 

Marrh31, DeemberJL, 
2007 2006 

$ 217 $ 128 
I 2 

760 575 
88 122 

497 1.408 
Receivable from affiliates 239 437 
Inventories, net 

Fossil fuel 110 127 
Materials and supplies 33 I 335 

Deferred income taxes 98 - 
Contrihutions to Enclon intercompany money pool I30 13 
Prepayments and other current assets 377 286 

Total current arseb 2,908 3,433 
Property, plant and equipment, net 7,631 7514 
Deferred debits and other assets 

Nuclear decommissioning trust funds 6,540 6,415 
Investments 35 I15 
Mark-to-market derivative assets 151 171 
Prepaid pension asset 986 996 
Other 337 265 

Total deferred debits and other assew 8.049 7,962 
Total assets 18.588% I8.We 

See the Combined Notes Lo Consolidated Financial Statements 
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source: EXELON CORP, 10-Q, April 25,2007 



EXELON GENERATION COMPANY, LLC AhD SUBSIDIARY COMPANIES 
COVSOLIDATED BALANCE SHEETS 

(Unaudited) 

(In millions) 

Current liabilities 
Long-ten debt due within one year 
Accounts payable 
Mark-to-market derivative liabilities 
Payables to affiliates 
Accrued expenses 
Deferred income taxes 
Other 

LIABILITIES AND MEMBER’S EQUITk 

Total current liabilities 
Long-term debt 
Deferred credits and other liabilities 

Asset retirement ohligations 
Pension obligation 
Non-pension postretirement benefit obligations 
Spent nuclear fuel obligation 
Deferred income taxes and unamolrized investment tax credits 
Payables to affiliates 
Mark-@-market derivative liabilities 
Other 

Total deferred credie and other liabilities 
Total liabilities 

Commitments and contingencies 
Minority interest of consolidated subsidiary 
Member’s equity 

Membership interest 
Undistributed earnings 
Accumulated other comprehensive incnme. net 

Total member’s equity 
Total liabilities and member’s equity 

Mamh 31, Decpmber31, 
2ow Z W  

$ 12 ‘F 12 
154 8YY 
75 I 1,003 

59 
761 496 
- 142 

138 362 
2.475 2.914 
1,778 1,778 

- 

1,945 1,911 
216 77 
314 238 

9.034 8,733 
13.287 13,425 

I I 

3,267 3,261 
2,030 1,800 

3 416 
5,300 5.483 

$18.588$ 18.909 
See the Combined Notes to Conwlidated Financial Statemen& 
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Source: EXELON COW. 1 0 4 ,  April 25,2007 



Accumulated 

(InmUUons) 
Balance, December 31,2006 
Net income 

Other Tola1 
Membership Undistributed Comprehensive Member'* 

Interest Earnings Incomo(LauJ Equity 
416 $ 5,483 $ 3,267 $ 1,XOO $ 

""" 

(295) 
(35) 

- 
- 

(295) 
(35) 

Distribution to member - 
Adoption of FIN 48 - 
Other comprehensive loss, net of income taxes of 

$(260) - - (413) (413) 

See the Combined Notes lo Consohdated Financial Statements 
Balance, March 31,2007 S 3,267 $ 2,030 $ 3 L L m  

14 

Source: EXELON COAP, 1 0 4  April 25,2007 



COMMONWEALTH EDISON COMPANY 

COMMONWEALTH EDISON COMPAYY AND SUBSIDIARY COMPANIES 
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME 

(Unaudited) 

Throe Month-- 

(In millions) 

Operating revenues 
Operating revenues 
Operating revenues from affiliates 

Total operating revenues 
Operating expenses 

Purchased power 
Purchased power from affiliate 
Operating and maintenance 
Operaling and maintenance from affliates 
Depreciation and amortization 
Taxes other than income 

Total operating expenses 
Operating income 
Other income and deductions 

Interest expense 
Interest expense to affiliates, net 
Equity in Iosxs of unconsolidated affiliates 
Other, net 

Total other income and deductions 
Income before income taxes 
Income taxes 
Net income 
Other comprehensive gain, net of income taxes 

Change in unrealized gain on cash-flow hcdges 
Other comprehensive income 

Comprehensive income 

$ 1.488 $ 1,423 
2 3 

1,490 1.426 

588 91 
380 77 I 
IY5 164 
49 52 

107 98 

-- 

SO 81 
1,199 1.257 

91 169 

-- 
-~ 

See the Combined Notcs to Consolidaled Financial Staternena 
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Source: EXELON COAP. 10-0, April 25,2007 



(I" milliam) 
Cash flows from operating activities 

Net income 
Adjustments to reconcile net income to net cash flows provided by (used in) 

operating activities: 
Depreciation. amorliratim and acmetion 
Deferred income taxes and amortization of investment tax credih 
Net realized and unrealized mark-to-market and hedging transactions 
Other n o n e s h  operating activities 
Changes in assets and liabilities: 

Accounts receivable 
Inventories 
Accounts payable, acmed expenses and other currenl liabilities 
Receivables from and payables to affiliates. net 
Income taxes 
Pension and non-pension postretirement henefit contributions 
Other assets and liabilities 

Net cash flows provided by (used in) operating activities 
Cash flows from investing activities 

Capital expenditures 
Change in restricted cash 
Mher investing activities 

Net cash tlows used in investing activities 
Cash flows from financing activities 

Changes in short-term deht 
Issuance of long-term debt 
Retirement of long-term debt 
Retirement of long-term debt to ComEd Transitional Funding Trust 
Changes in Exelon intercompany money pool borrowings 
Contributions from parent 
Other financing activities 

Net cash flows provided by (used in) financing activities 
Increase (decrease) in cash and w h  equivalents 
Cash and cash equivalents at beginning of period 
Cash and cash e q u i d e n t s  a t  end of period 

See the Combined Notes to Consotidated Financial Statements 
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Thrcr hlonlhr 
Ended 

March 31, 
2om M06 _ _ -  
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COMMONWEALTH EDISON COMPANY AND SUBSIDIARY COMPANIES 
CONSOLIDATED BALANCE SHEETS 

(In millions) 

Current assets 
Cash and cash equivalents 
Resuicted cash 
Accounts receivable, net 

Customer 
Other 

Inventories, net 
Deferred income taxes 
Receivables from affiliates 
Regulatory assets 
Other 

Total current assew 
Property, plant and equipment, net 
Deferred debits and other assets 

Regulatory assets 
Investments 
Investments in affiliates 
Gwdwill 
Receivables from affiliates 
Prepaid pension asset 
Other 

Total deferred debits and other assets 
Total asscts 

(Unaudited) 

Marth31, Deember31, 
2007 m 

ASSETS 

$ 52 $ 35 
- 2 

770 740 
132 62 
76 83 

9 29 
- 18 
71 - .. 
36 40 

1,150 I .007 
10,652 10,457 

517 532 
44 44 
18 20 

2,641 2,694 
1,793 1,774 

905 914 

44 44 
18 20 

2,641 2,694 
1,793 1,774 

905 914 
469 332 

6,387 6.310 
18.189% 17.774 

See the Combined Notes to Consolidated Financial Statements 
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COMMONWEALTH EDISON COklPAKY AND SUBSIDIARY COMPANIES 
CONSOLIDATED BALASCE SHEETS 

(Unnudited) 

March 31. Dn‘rnber31, 
2007 2006 

LIABILITIES AND SHAREHOLDERS’ EQUITY 
Current liabilities 

Short-term burrvwings 
Long-term debt due within one year 
Long-term deht tn ComFA Transitional Funding T N S ~  due within one year 
Accounts payable 
Accrued expenses 
Payables to affiliates 
Customer deposits 
Regulatory liabilities 
OIher 

Total current liabilities 
Long-term debt 
Long-term debt to ComEd Transitional Funding Trust 
Long-term debt to other finnndng trusts 
Deferred credits and other liabilities 

Deferred income taxes and unamoltized investment tax crediu 
Asset retirement obligations 
Non-peusion pOstretirement benefit obligations 
Regulatory liabilities 
Other 

Total deferred credits and other liabilities 
Total liabilities 

Commitments and contingencies 
Shareholders’ equity 

Common stock 
Other paid-in capital 
Retained deficit 
Accumulated other comprehensive loss, ne1 

Total shareholders’ equity 
Total liabilities and shareholders’ equity 

$ 340 $ 60 
298 I47 
285 308 
290 203 
230 461 

79 219 
115 1 14 

73 82 
1.716 I .600 
3.424 3.432 

- 6 

252 340 
361 361 

2,002 2,310 
158 156 
190 176 

2,853 2.824 
928 211 

6.131 5.743 
ll,R84 I I .476 

1,588 1,588 
4,906 4,906 
(189) (193) 
- (3) 

6,305 6.298 
17,774 

See the Combmed Notes to Consolidated Financial Statements 
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Source: EXELON CORP, 10-Q, April 25. x107 



PECO ENERGY COMPANY 

PECO ENERGY COMPANY AND SUBSIDIARY COMPANIES 
CONSOLIDATED STATEMENTS OF OPERATIOh S 4ND CO.MPREHENSIVE INCOME 

(Unaudited) 

(In millions) 

Operating revenues 
Operating revenues 
operating revenues from affiliates 

Total operaring revenues 
Operating expenses 

Purchased power 
Purchased power from affiliate 
Fuel 
Operating and maintenance 
Operating and maintenance from affiliates 
Depreciation and amortization 
Taxes other than incomc 

Total operating expenses 
Operating iucome 
Other income and deductions 

Interest expense 
Interest expense to affiliates, net 
Equity in losses of unconsolidated affiliates 
Other, net 

Total other income and deductions 

Three hl0"IlM 
Ended Marth31, 
2w7 2006 

Income before income taxes I94 

Net income 128 
1 

Net income uncommon stock 
Comprehensive income, net of income taxes 

Comprehensive income 

Income tuxes 66 

Preferred stock dividends - 
Net income $-J.?& 

See the Comhined Notes to Consolidated Financial Statemenb 
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(Unaudited) 

(IO millions1 

Cash flows from operating activities 
Net income 
Adjustments to reconcile net income to net cash flows provided by operating 

activities: 
Deprcciation, amorlization and accretion 
Deferred income taxes and amortization of investment tax credits 
Other non-cash operating activities 
Changes in assets and liabilities; 

Accounts receivable 
Inventories 
Accounts payable. accrued expenses and other current liabilities 
Receivables from and payables to affiliates, net 
Income taxes 
Pension and non-pension postretirement benefit contributions 
Other assets and liabilities 

Net cash flows provided by operating activities 
Cssh flows from investing activities 

Capital expenditures 
Changes in Exelon intercompany money pool contributions 
Change in restricted cash 
Other investing activities 

Net cash flaws used io investing activities 
Cash flows from financing aetinties 

Issuance of long-term debt 
Retirement of lung-term debt to PECO Etiergy Transition Trust 
Change in short-term debt 
Chanees in Exelon intercompany money p o l  borrowings 
Dividends paid on common and preferred stock 
Contributions from parent 

Net cash flows used in financing activities 
Increase (decrease) in cash and cash equivalents 
Cash and cash equivalents at beginning of period 
Cash and cash equivalents at end oiperiad 

See the Combined Notes to Consolidated Financial Statements 
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(Unaudited) 

(In millions) 

Current assets 
Cash and cash equivalents 
Restricted cash 
Accounts receivable, net 

Customer 
Other 

Gas 
Materials and supplies 

Inventories, net 

Deferred income taxes 
Prepaid utility taxes 
Other 

Total current assets 
Property, plant and equipment, net 
Deferred debits and other assets 

Regulatory assets 
Investments 
Investments in affiliates 
Receivable from affiliate 

ASSETS 

March 31, 
2007 - 

$ 22 
I 

534 
98 

66 
15 
26 

149 
2 
922 

4,698 

3,749 
23 
63 

164 
Other 458 

4.457 
Total assets lo.017 

Total deferred debits and other assets 

- 
See the Comhined Notes to Consolidated Financial Statements 

Deeemkr 31, 
2W6 

$ 29 
4 

426 
79 

173 
13 
25 

13 
762 

4,65 I 

- 

3,896 
21 
64 
I51 
228 

4.360 
5 9.773 

Source: EXELON CORP, IO-Q. April 25,2007 



PECO ENERGY COMPANY AND SUBSIDIARY COMPANIES 
CONSOLIDATED BALASCE SHEETS 

(Unaudited) 

March 31. Deeombrr31, 
(Inmillions) 2007 20% 

Current liabilities 
LIABILITIES AND SHAREHOLDERS’ EQUITY 

Short-term borrowings 
Borrowings from Exelun intercompany money pool 
Long-term debt to PECO Energy Transition Tnist due within one year 
Accounts payable 
Accrued expenses 
Payables to affiliates 
Customer deposits 
Other 

Total current liabilities 
Long-term debt 
Long-term debt to PECO Energy Transition Trust 
Long-term debt to other financing trusts 
Deferred credits and other liabilities 

Deferred income taxes and unamortized investment tax credits 
Asset relirement obligations 
Non-pension postretirement benefit obligations 
Regulatory liabilities 
Other 

Total deferred credits and other liabilities 
Total liabilities 

Commitments and contingencies 
Shareholders’ equity 

Common stock 
Preferred stock 
Receivable from parent 
Retained earnings 
Accumulated other comprehensive income; net 

Total shareholders’ equity 
Total liabilities and shareholders’ equity 

$ 100 $ 95 
13 45 

412 273 

I84 I84 

2.713 2.601 
21 21 

285 283 
237 151 ~~ 

150 146 
3.406 3.202 
8.218 1,964 

2,223 2,223 
87 87 

(1,025) (Logo) 
569 584 
55 

1,859 1.809 
%10.077$ 9.173 

See the Comhined Notes to Consolidated Financial Statements 
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PECO ENERGY COMPANY AND SUBSIDIARY COMPANIES 
CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY 

(Unaudited) 

Accumuialed 
Receivable OlhU Tlllal 

c0,nmon Preferred from Retained Comprehensive Shareholden' 
Stock Stock Paren1 Earnings Income Equily --- (I" millions) 

Bnlance, December 31, 
2006 $ 2,223 $ 87 $ (I,wIU) $ 584 $ 5 $ 1,809 
Net income - - - 128 - 128 

- (153 - (155) Common stock dividends - 
(1) ( 1 )  Preferred stock dividends - - - 

Repayment of receivable 
__ 65 65 

13 - 13 Adoption of FIN 48 
Balance,March31,2007 $ 2.223 $ 87 $ (1.025) $ 569 $ 5 S 1.859 

See the Combined Nores to Consolidated Financial Statements 
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- from parent - - 
- - - 

- - - _ _ .  ---- 

SaurW: EXELON CORP, 10-0. April 25.2007 
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EXELON CORPORATION AND SUBSIDIARY COMPANIES 
EXELON GENERATIOS COMPANY, LLC AND SUBSIDIARY COMPANIES 
COMMONWEALTH EDISON COMPANY AKD SUBSIDIARY CO-WANIES 

PECO ENERGY COMPANY AND SUBSIDIARY COMPANIES 

COMBINED NOTES T O  CONSOLIDATED FINANCIAL STATEMENTS - (Continued) 

2. Discontinued Operations (Exelon and Cenerationj 

As discussed in Note 4 -Acquisitions and Dispositions, on January 31,2005. subsidiaries of Generation 
completed a series of transactions that resulted in Generation‘s sale of its inve5tment in Sithe Energies; Inc. 
(Sithe). In addition, during 2003 and 2004, Exclon sold ur wound down substantially all components of 
Exelon Enterprises Company, LLC (Enterprises). As a result, the results of operations and any gain or loss on 
the sale of these entities are presented as discontinued operations for the three months ended March 31,2007 
and 2006 within Exelon’s (for Sithe and Entemrisesj and Generation’s (for Sithe) Consolidated Statements of 
Operations and Comprehensive Income. 

and Comprehensive Income included $5 million and $I million of income. respectively, from discontinued 
operations related to Enterprises. 

For the three months ended March 3 I, 2007, Exelon’s and Generation’s Consolidated Statements of 
Operations and Comprehensive Income included $5 million (after-tax) gain on disposal of discontinued 
operations related primarily tn Sithe. resulting from a settlement agreement between a subsidiary of Sithe? the 
Pennsylvania Attorney General’s Office and the Pennsylvania Department of Revenue regarding a previously 
disputed tax position asserred for the 2000 tax year. There was no significant activity related to the 
discontinued operations for Sithe during the three months ended March 31,2006. See Note 4 - Acauisitions 
and Dispositions for additional information regarding Generation’s sale of its investment in Sithe. 

3. New Accounting Pronouncements (Exdun, Generation, ComEd and PECOj 

For the three months ended March 31, 2007 and 2006. Exelon’s Consolidated Statemens of Operations 

FIN 48 
In June 2006, the Financial Accounting Standards Board (FASB) issued FASB Interpretation No. (FIN) 

48, “Accounting for Uncertainty in Income Taxes, an Interpretation of FASB Statemenl No. 109” (FIN 48), 
which clarifies the accounting for uncertainty in income taxes recognized in awxdance with SFAS NO. 109, 
“Accounting for Income Taxes.” FIN 48 applies to all income tax positions taken on previously filed tax 
returns or expected lo be taken on a luture tax mum.  FIN 48 prrscrihes a benefit recognition model with a 
two-step approach, a more-likely-than-not recognition criterion and a measurement attribute that measures 
the position as the largest amount of tax benefit that is greater than 50% likely of being realized upon ultimate 
settlement. If it is not more likely than not that the benefit will be sustained on its technical merits, no benefit 
will be recorded. Uncertain tax positions that relate only to timing of when an item is included on a tax retum 
are considered to have met the recognition threshold for purposes of applying FIN 48. Therefore, if i t  can be 
established that the only uncertainty is when an item is taken on a tax retum, such positions have satisfied the 
recognition step for purposes of FIN 48 and uncertainty related to timing should be assessed as p a t  of 
measurement. FIN 48 also requires that the amount of interest expense and income to be recognized related to 
uncemin tax positions he computcd by applying the applicable statutory rate of interest to lhe difference 
between the tax position recognired in accordance with FIN 48 and the amount previously taken or expected 
to be laken in a tax return. 

FIN 48 was effective for the Registrants as of January I ,  2007. The change in net assets as a result of 
applying this pronount.ement was considered a change in accounting principle with the cumulative effect of 
the change required lo primarily be uealed as an adjustment IO the opening balance of retained earnings. 
Adjustments to goodwill or regulatory accounts associated with the implementation of FIN 48 were based on 
other applicahle accounting standards. See Note 10 -Income Taxes for additional information. 
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EXELON CORPORATION AND SUBSIDIARY COMP,4NIES 
EXELON GENERATION COMPANY, LLC AND SUBSIDIARY COMPANIES 
COMMONWEALTH EDISON COMPANY AND SUBSIDIARY C0,MPANIES 

PECO ENERGY COMPANY AND SUBSIDIARY COMPANIES 

COMBINED NOTES T O  CONSOLIDATED FINANCIAL STATEMENTS - (Continued) 

SFAS No. 157 

In September 2006, the FASB issued FASB Statement No. 157, "Fair Value Measurements'' 
(SFAS No. 157). SFAS No. 157 defines fair value? establishes a framework for measuring fair value and 
expands disclosures ahout fair value measurements but does not change the requirements tu apply fair value 
in existing accounting standards. Under SFAS KO. 151, fair value refers to the price that would be received to 
sell an asset or paid tn transfer a liability in an orderly transaction hetween market participants in the market 
in which the reporting entity transacts. The standard clarifies that fair value should bc based on the 
assumptions market panicipants would use when pricing the asset or liability. SFAS No. 157 will be effective 
for the Registrants as of January I ,  2008, and the Registrants are currently assessing the impact that 
SFAS No. 157 may have on their financial statements. 

SFAS No. 159 

In February 2007, the FASB issued SFAS No. 159, "The Fair Value Option for Financial Assets and 
Financial I.iabilities - Including an Amendment of FAS Statement No. I I S  (SFAS No. 159). 
SFAS No. 159 gives companies the option of applying at specified election dates fair value accounling to 
celtain financial insuuments and other items that are not currently required to bc measured at fair value. If a 
company chooses to record eligible items at fair value, the company must report unrealized gains and losses 
on those items in earnings at each subsequent reporting date. SFAS No. 159 also prescribes presentation and 
disclosure requirements for assets and liabilities that are measured at fair \.slue pursuant to this standard and 
pursuant to the guidancc in SFAS No. 133, "Accounting for Derivative Instruments and Hedging Activities" 
(SFAS No. 133). SFAS No. 159 will be effective for the Registrants as of January I ,  2008. As the provisions 
of SFAS No. 159 are applied prospectively, the impact to the Registrants will depend on the instruments 
selected for fair value measurement at the lime of implementation. 

4. Acquisitions and Dispositions (Exelon and Generation) 

Silhe (Exelon and Generalion) 

On January 31,2W5. subsidiaries of Generation completed a senes of transactions that resulted in 
Generation's sale of its investment in Sithe. Specifically, subsidiaries of Generation closed on the acquisition 
of Reservoir Capital Group's 50% interest in Sithe and the salc of 100% of Silhe tu Dynegy. Inc. (Dyne&. 

In connection with the sale. Exelon recorded liabilities related to certain indemnifications provided to 
Dyncgy and other guarantees directly resulting from the uansaction. Thcse indemnifications and guarantees 
are being accounted for under the provisions of FIN 35, "Guarantor's Accounting and Disclosure 
Requirements for Guarantees. Including IndirecL Guilrantees of Indebtedness to Others". The remaining 
exposures covered by these indemnities are anticipated to expire in 2007 and beyond. As of March 31,2007, 
Exelon's accrued liabilities d a t e d  LO these indemnifications and guarantees were $42 million, including 
$I million related to income tax indemnifications. The estimated maximum possible exposure to Exelon 
telated to the guarantees provided as pan of the sales uansaction to Dynegy was approximately $175 million 
atMarch31,2007. 

Report on Form 10-K for further discussion of Generation's investment in Sithe. 
See Note 2 of the Combined Notes to Consolidated Financial Statements within Exelon's 2006 Annual 

Sale of Termoeldctrica del Golj'o (TEG) and Termoeldctrica PeZoles (TEP) (Exelon and Generation) 
On February 9,2007, Tdmuin International Inc. rll), a wholly awned subsidiary of Generation, sold its 

49.5% ownership interests in TEG and TEP to a subsidiary of AES Corporation for S95 million in cash plus 
certain purchase plice adjustments. In connection with the transaction. Generation entered into a guaranty 
agreement under which Generation guarantees the timely payment of Tll's obligations to the subsidiary of 
AES Corporation 

77 
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EXELON CORPORATlON AND SUBSIDIARY COMPAKIES 
EXELOV GENERATION COMPANY, LLC AVD SUBSIDIARY COMPANIES 
COMMONWEALTH EDISON COMPANY AND SUBSJDIARY COMPANIES 

PECO ENERGY COMPANY AND SUBSIDIARY COMPANIES 

COMBINED YOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued) 
certain confidential information related to the reverse auction. In its publicly filed FEKC complaint the 
Illinois Atlomey General redacted certain of this confidential information, and Generation and other parties 
have arked FERC to enter a protective order under which the Illinois Atwrney General would provide the 
redacted information to the litigants. Additionally, on March 28, 2007 and March 30, 2007, class action suits 
wem filed in Illinois state court against CornEd and Generation ab well as the other suppliers in the Illinois 
procurement auction. claiming that the suppliers manipulated the auction and that the resulting wholesale 
prices are unlawfully high. Exelon, Generation and ComEd cannot predict the outcome of these proceedings, 
but each believes the claims tn he completely false and unsupported by requisite evidence. and each intends to 
vigorously oppose these claims. 

Consistent with the process previously approved by the ICC, the ICC has opened a proceeding to 
consider improvements to the procurement process. It is anticipated that a final order will be entered in that 
proceeding with sufficient time Lo incorporate changes into the process for the February 2008 auction. 

comprehensively revise its tariffs and to adjust rates for delivering electricity effective January 2007 (Rate 
Case), The commodity component of CumEd's rates was established by the rerase-auction process in 
accordance with the ICC rate order in the Prucurement Case. CoinEd proposed a revenue increase of 
$31 7 million. The ICC staff and several intervenors in the Kate Case, including the Illinois Attorney General, 
suggested and provided testimony that CumEd's rates for delively services should be reduced. On luly 26, 
2006, the ICC issued its order in the Kate Case w,hich approved a delivery services rcvenue increase of 
approximately $8 million o i  the $317 million proposed revenue increase requested by CornEd. On 
December 20.2006, the ICC issued an order on rehearing that increased the amount previously appmved by 
approximately $74 million for a total rate increase of $83 million. CodEd and various other parties have 
appealed the rate order to the courts. 11 i s  unlikely the appeal will be resolved until the third quarter of 2007 at 
the earliest. In the event the order is ultimately changed, the changes are enpecled to he prospective only. 

Illinois Rale Design Investigation (Exelon and CornEd). On March 2, 2007, the ICC voted to initiate 
investigations into ComEd's and the Amercn Corporation (Ameren) utilities' rate designs, particularly for 
residential and residential space-heating customen The investigation was pmmpted by hearings before the 
Illinois House of Representatives Conimittee of the Whole that took place in February 2007, where House 
Representatixs and customers spoke uf extreme and unexpected rate increases that took effect January 2007. 
The vast majority of noted situations related to Ameren customers. The ICC specified that the investigation 
would not look to the overall level of rates, which has just recently been set, but only to the allocation among 
the various customer groups. The ICC has a schedule that contemplates a final order by September 2007, 
which would allow implementation o i  changes, if any, prior LO the next winter heating season. 

ContEd's distribution apse&. The ICC order did not find that any portion of ComEd'r delivery service assets 
should be disallowed because it was unreasonable in amount, imprudently incurred or not used and usehil. 
The ICC rate order docs not pruvide for a new review of these issues hut instead provides that the 
ICC-appointed auditurs determine uzherher the costs of ComEd's distribution assets were properly recorded 
on ComF*l's financial statements at their original COSU. The result of this audit u,iH be addressed through a 
separately docketed procecding. The original cost audit report is expected to k finalized in mid-2007 with an 
ICC proceeding to follow the issuance of the report. This proceeding may extend into 2008, and CornEd is 
unable to predict the results ofthis audil. 

Environrnenkzl and Cuslorner Assislance Programs (Exclon and CornEd). On April 4, 2006, CornEd 
filed with the ICC a request for ICC approval to purchase and receive recovely of costs associated with the 
output of a 

Illinois Role Case (Exelun and CornEd). On August 3 I ,  2005, ComEi filed a rate case with the ICC fo 

Original Cod Audit (Exelon and CornEd). In the Kate Case. the ICC ordered an "original cos? audit of 
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COMBINED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued) 
portfolio of competitively procured wind resources of approximately 300 megawatts(MU's1. On April 4. 
2007. at the request of ComEd. the ICC terminated the proceeding. 

In July 2006. ComEd implemented CARE, an initiative to help customers prepare for elecuicity rate 
increascs coniing i n  2007 after the expiration of the rate freeze in Illinois. In addition to the residential rate 
stabilization program discussed below, CARE includes a variety of energy efficiency, low-income and senior 
citizen programs to help mitigate thc impacts of the rate increase on customers' hills. 

I n  the ICC's December 20: 2006 order approving ComEds residential rate stahilization program (see 
below), the ICC also strongly encouraged, hut did no1 require, ComFA to make contributions to 
environmental and customer assistance programs. On February 20,2007, ComEd filcd a letter with the ICC 
indicating its intent. if financially able to do so, to contribute $30 million over three yean to CARE related 
programs. ComEd also stated that it did not intend to seek rate recovery of these amounts and thus did not 
believe that the ICC needed to investigate the programs. 

Since the inception of CARE, ComEd has spent approximately 512 million for CARE related programs, 
including $3 million during the three months ended March 3 I .  2007. 

Residenfial Rate Stabilization Program (Exelon and ComEd). On December 20.2006, the ICC 
approved a program, proposed by ComEd, to mitigate the impact on ComEd's residential Customers of 
ComEd's transition from almost a decade of reduced and frozen rates to rates that reflecl the cumnt  wst  of 
providing service. The program includes an "opt-in" feature to give residential customers the choice to 
participate in the program. The program caps average annual residential rate increases at 10% in each of 
2007,2008 and 2009. For participating cusmmen, costs that exceed the caps are deferred and recovered over 
three years from ?010 to 2012. Deferred balances will he messed an annual carrying clluge of 3.25% to 
partially cover CumEd's costs of financing the program. If ComEd's rate increases are less than the caps in 
2008 and 2009, ComEd would begin to recover deferred amounts up to the caps with carrying costs. The 
prugmm would terminate upon a force majeure event, upon a ComEd bankruptcy, or if ComEd's senior 
secured credit ratings from two of three major credit rating agencies fall below investment grade. The ratings 
test was changed by ComEd voluntarily. It was previously based on the senior unsecured rating. However, the 
fact that ComEd's senior unsecured debt is rated below investment grade by all three agencies is not reflective 
of CumEd's ability tu  upp port the pmgram but instead largely relates to legislative and political risk. 
ComEd's residential customers will have until August 2007 to choose tu participate in the program. 
Reductions began to he reflected in April 2007 and are not retroactive. As of March 31,2007, approximately 
34,000 or I %  ofcamEd's residential customers have enrolled in the pmgram. At this time, ComFd cannot 
predict the full extent of participation in the program or its financial effects. 

City of Chicago Negotiations (Exelon and ComEd). ConEd has been in negotiations with the City of 
Chicago related to various components of its franchise agreement with the City of Chicago. As part of these 
discussions, ComEd may be able to resolve various outstanding issues relating to reliability, franchise 
obligations and other matters. As part of any agreement, ComEd may make payments to the City of Chicago, 
which may he material. No formal agreement has been reachcd. 

Customer Disconnection Moratorium (Exelon and ComEd). On April 20.2007, the Senate amended 
and passed a bill that would prevent custumer disconnections until Seplemher 1,2007. The amended hill will 
now go back to the House where they can decide whether to agree with the amendment. If this bill becomes 
law, ComEd believes it would eventually increase past-due amounts from customers and have an adverse 
effect on CornEd's results of operations, financial position and cash flows. ComEd is unable to predict the 
final outcome of this hill. 

Post-2006 Summay (Exelon and ComEd). ComEd cannot predict the results oI any rehearings or 
appeals in the Rate Case or the Procurement Case or whether the lllinoir General Assembly might pass rate 
roll hack and 
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COMBINED NOTES T O  CONSOLIDATED FINANCIAL STATEMENTS - (Continued) 
freeze legislation or take other action that could have a material effect on the outcome of the regulatory 
process. If the price which ComEd is ultimately allowed to bill to customers for electricity is below ComEd's 
cost to procure and deliver electricity, ComEd expects that it will suffer adverse consequences; which could 
be material. Exelon and ComEd believe that these potential material adverse consequences could include, but 
may not he limited to, reduced camings for Exelon and ComEd. further reduction of ComEd's credit ratings, 
limited or lost access for ComEd to credit markets tn finance operations and capital in\'eslmenl. and loss of 
ComEd's capacity to enter into hilateral long-term energy procurement contracts, which may force ComEd to 
procure electcicity at more volatile s p ~ t  marker prices. all of which could lead ComEd to seek protection 
through a bankruptcy filing. Moreover, to the extent ComEd is not permitted to recover its costs, ComEd's 
ability to maintain and improve service may he diminished and its ability to maintain reliability may be 
impaired. In the near term, these prospects could have adverse effects on ComEd's liquidity i f  vendors reduce 
credit or shorten payment terms or if ComFd's financing alternatives become more limited and significantly 
less flexible. Additionally, if CornEd's ability to recover its costs from customers through rates is 
significantly affected all or a portion of ComEd's business could be required to cease applying SFAS No. 71. 
"Accounting for the Effects ofcertain Types of Regulation", which covers the accounting for the effects of 
rate regulation and would require Exelon and C o m a  to eliminate the financial statement effects of regulation 
for the portion of ComEd's business that ceases to meet the criteria. This would result in the elimination of all 
associated regulatory assets and liab 
through the recording o f a  one-time extraordinary gain on its Consolidated Statements of Operations and 
Comprehensive Income. At March 31,2007, the income statement gain could have been as much as 
$2.3 billion (before taxes) at ComEd. In that event, Exelon would record an income statement gain in an equal 
amount related to ComEd's regulatory assets and liabilities in addition to a charge against other 
comprehensive income of up to $1 .2 billion (before taxes) related to Exelon's regulatoly assets and liabilities 
associated with its defined benefit postretirement plans and deferred taxes. Such eliminations could have the 
effect of producing income. If legislation extends an earnings-sharing provision that applied during the 
period in which rates were generally frozen. tlmt provision requires that earnings in excess of a threshold he 
shared with customers. Finally. the impacts and resolution of the above items could lead to an additional 
impairment of ComEds goodwill, which would be significant and partially offset, or exceed, the 
extraordinary gain discussed above. See Note 6 - Intangible Assets for further information related to 
CornEd's goodwill. If ComEd seeks relief through a bankruptcy filing, there would be material adverse 
consequences W ComM and Exelon, including, but not limited Lo: uncertainty in collection of receivables 
from ComEd by Exelon, including Exelon's Business Services Company (BSC): significant legal and nthel 
costs associated with the bankruptcy filing; possible negative income tax consequences; and possible reduced 
ability w effectively administer and allocate the costs of the various Exelon-sponsored benefit plans. 

Transmission Rate Case (Exelon and ComEd). On March 1.2007, ComEd filed a request with E R C  
seeking approval to updatc its transmission rates and change the manner io which ComFd's transmission rates 
are determined from fixed rates to a formula rate. The fnrmula rate would be updated annually to ensure that 
under this rate cuswmers pay the actual costs of providing uansmission services. Initial application of the 
formula would result in an increase of the revenues ComEd receives for uansmission services, reflecting 
substantial investment in transmission plant since rates were last determined in 2003. ComEd also requested 
incentive rate treatment for certain transmission projects. If approved by the FERC, the total proposed 
increase of$147 million in the annual revenue requirement including incentives, would increase an average 
residential customer bill ahout 1 .S%. ComEd requested that the new Iransmission rate. if accepted by FERC, 
be effective as of May 2007. ConiEd cannot predict how much, if any. o f a  transmission rate increase FERC 
may approve or when the rate increabe may go into effect. 

Authorized Return on Rate Base (Ereloon, ComEdandPECU). Under Illinois legislation. if the 
two-year average. of the earned return on common equity of a utiliry thmugh December 31,2006 exceeded an 
established threshold, one-half of the excess earnings was required to be refunded to customers. The 
threshold rate of return on 

es that ComEd had recorded on its Consolidated Balance Sheets 
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Market-Based Rales Matlers (Erebn and Generation). On May 19,2006, FERC issued a Notice of 
&posed Rule Making (NOPR) on Market-Based Rates for Wholesale Sales of Electric Energy, Capacity 
and 
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COMBINED NOTES T O  CONSOLIDATED FINANCIAL STATEMENTS - (Continued) 
Ancillary Services by Public Utilities. The NOPR proposes a set of regulations that would modify the tests 
that Exelon and other market participants must satisfy to be entitled to market-based rates. Exelon is not 
certain as to the impact of any new rules that may he promulgated as a result oSFERC’s future ruling with 
respect to the NOPR. 

On December 15,2006, Exelun made a Change in Status (CIS) filing with FERC. The triggering event 
was the end of the full-requirements PPA between Generation and ComEd and the resulting increase in 
Generation’s uncommitted capacity. A CIS filing is required when there is a material change in slatus relied 
upon by FERC when granting market-based rates authority. Exelon’s filing, supported by an updated 
market-power analysis. demonstrated that Cxelon continues to be entitled to market-based rates. The time 
period for intervcntions expired on January 5,2007, no party intervened, and on February 9,2007, FERC 
accepted Exelon’s CIS filing, 

Reliability Pricing Model(RPMJ (Exelon and Generation). On August 31,2005, PJM filed its RPM 
with FERC to replace its current capacity market rules. The RPM proposal provided for a forward capacity 
auction using a demand curve and locstional deliverability zones for capacity phased in over a several year 
period beginning on lune I ,  2006. On November 5,2005, PJM proposed to delay the effective date of the 
RPM until June I ,  2007. On April 20,2006, FERC issued an order generally finding aspects of PJMs RPM 
filing to he just and reasonable, hut FERC also established further pmcedures to resolve the remaining issues 
and encouraged the parties to seek a negotiated resolulion. A final settlement was filed with FERC on 
September 29,2006 and FERC issued its order approving the settlement, subject to conditions, on 
December 22,2006. FERC’s adoption of ti% settlement proposal of September 2006 is expected to have a 
faavorable impact for owners O S  generation facilities, and particularly for such facilities located in constrained 
zones. 

FERC has also denied requests for rehePring of its April 20, 2006 order. The time for filing a petition for 
review of FERC’s April 2006 order expired on February 20. 2007 without any petition for review having been 
filed. FERC‘s December 22,2006 order approving the settlement, subject to conditions, is subject to requests 
for rehearing and judicial review. PJM is moving ahead tu implement RPM in 2007 notwithstanding, as 
FERC’s orders are rarely stayed, and therefore almost always remain in effect, pending appellate review. The 
first auction took place in April 2007 and resulted in Generation auctioning capacity at prices ranging from 
$40.80/MW to $197.67/MW per day for the period from June I ,  2007 ttuough May 3 I ,  2008. Subsequent 
auctions will be conducted in July 2007, October 2007 and January 2008 to auction capacity for p e r i d s  
through May 201 I .  

6. Intangible Assets (Exelon and CornEd) 

Goodwill (Exelon and CornEd). As of March 3 I ,  2007 and December 3 I, 2 w 6 ,  Exelon and ComEd had 
goodwill of approximately $2.6 hillion and $2.7 billion, respectively. Under the provisions of SFAS No. 142, 
“Goodwill and Other Intangible Assets” (SFAS No. 142), goodwill is tested for impairment at least annually 
or more frequently if  events or circumstances indicate that it is “more likely than not” that goodwill might be 
impaired, such as a significant negative regulatow outcome. Exelon and ComEd perform their annual 
goodwill impairment assessment in h e  fourth quarter of each year. 

were as follows: 
The changes in the carrying ainount or goodwill for the period from January I ,  2007 to March 31,2007 

Balance as of January I ,  2007 
Uncerhin tax positions(a) 
Balance as of March 3 I, 2007 

$ 2,694 
0 
$2.641 
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-sonowel 
Exelon Comorate 
ComM 
PECO 

Msrch31. Ueamber31, 
m7 Z w 6  

$ 196 $ I50 
60 

I 0 0  95 
- 

As of March 31, 2007, Exelon, Generation, ComEd and PECO have %cess to revolving credit facilities 
with aggregate hank commitments of $ 1  billion, $5 billion, $1 billion and $600 million, respectively. At 
March 31,2007, ComEd had $340 million outstanding borrowing under its credit agreement. See Note I I of 
Exelon's 2006 Annual Report on Form IO-K for further information regarding these credit facilities. 

Carrying Amounls and Pair Values of Long-Tern Debt 
Fair values of long-term debt are detcrniined by a valuation model performed hy an external consultant 

and i s  based on a conventional discounted cash flow methodology utilizing assumptions of current market 
pricing curves. 

EXClOll 

The carrying amounts and fair values of Exelon's long-term debt as of March 31. 2007 and 
December31,2006were as follows: 

March 3 1 . W  Dmmber 31.2006 
carrying F& ChrNing Fair 
h W " 1  value Amount value ---- 

Long-term debt (including amounts due within one year) $ 9,428 16 9,295 $ 9,144 $ 9,122 
Long-term debt to ComEd Transitional Funding Trust and 

PECO Enerev Transition Trust (PETTT) (includine _. I 

amounts due within une year) 2,763 2,854 3.051 3.149 
Long-tern debt to other financing trusts 545 503 545 517 
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March 31,2W Deeomber 31,2006 
Fair 

carnil% vllue 
CSrryilIg Fair 
Am0"Ilt value AUlDUnt ~ - _ _ _ _  

Long-term debt(including amounts due within one yrar) S 1.790 $ 1,816 $ 1,790 $ 1,821 

ComEd 

The carrying amounts and fair values of CornEd's long-term debt as of March 3 I, 2007 and 
December 31, 2006 were ilsfollows: 

December 31,2006 
c=miw Fair 

Amouni VzlW Ammi Vdar ---- 
Long-term debt (including amounu due within one year) $ 3,722 S 3,668 $ 3,579 $ 3,592 
Long-term debt to ComEd Transitional Funding Trust 

(including amounts due within one year) 537 541 648 652 
Long-term debt to other financing tmsts 36 I 325 36 1 338 

PECO 

The cawing amounrs and fair values of PECOs long-term debt as of March 31,2007 and December 31. 
2006 were as follows: 

March 31. UHn December 31, wo( 
Carrrine Fair Carmine hi. 
Amouni Vd"e Amoonr value ---- 

Long-term debt $ 1,644 $ 1,629 $ 1,469 S 1,464 
Lone-term deht to P E T  (includine amounts due within " " 

one year) 
Long-term debt to other financing trusts 

2,226 
184 

2,313 
178 

2.404 
184 

2,496 
179 

Issuance of Long-Term Deb: 

During the three months ended March 31,2007, the following long-term deht was nssued 

Interest 
company TYP - Kate Ma1pity Anount(.) 

First Mortgage 
ComEd Bonds 5.99% March 15.2036 $ 300 

PECO 
First Mortgage 
Bonds 5.70% March 15.2037 175 

Other I 
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COMBINED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued) 
(a) Excludes unamortized bond discounu. 

Retiremenl of Long-Term Debt 

During the threc months ended March 3 I ,  2007, the following long-term debt was retired: 
1olereSt 

h - 1  - cornpaw TYP Rate Mawrity 
Exelon Notes payable for 6.00-8.W% various $ 3 4  

investments 
in synthetic 
fuel-producing facilities 

ComEd Notes payable 7.625% January 15,2007 145 
ComFd ComEd Transitional 5 .638  June 25,2007 11 I(a)@) 

PECO PETT 6.13% September 1,2008 178 
Funding TNSI 

(a) Amount includes a $17 million reallocation from prtpaid intercsl 10 long-term debt to ComEd Transilional Funding 
Trust. This reallocation did not have an impact on Corned's Consolidated Stalement of Operations or CamEd's 
Consolidated Statement of Cash Flows. 

Funding Trust. 
(b) ComEd applied $8 million of previously prepaid balances agdinst the long-term debt LO CornEd Transilional 

8. Derivative Financial Instruments (Exelon, Generation, CnmEd and PECO) 

Interest-Rate Swaps (Exelon, Generation, ComEd and PECO) 
The fair values of Exelon's, Generation's, ConiEd's and PECOs interest-rate swaps are determined 

Fair-Value Hedges. The Registrants may utilize fixed-to-floating interest-rate swaps from time to time 

using quoted exchange prices, external dealer prices and available market pricing curves. 

as a means to achieve their targeted level of variable-rate debt as a percent of tvtal deht. At March 31,2007 
and December 3 I ,  2006, Exelon had $100 millivn and $50 million, respectively, of notional amounts of 
fair-value hedges outstanding. Fixed-to-floating interest-rate swaps are designated as fair-value hedges, as 
defined in SFAS No. 133, and. as such. changes in the fair value of the swaps are wvrded in earnings: 
however, a long as the hedge remains effective and the underlying liability remains outstanding. changes in 
the fair value of the swaps are offset by changes in the fair value of the hedged liabilities. Any change in the 
fair value of the hedge as a result of ineffectivencss is recorded immediately in earnings. During the three 
months ended March 3 I, 2007, no amounts relating tu fair-value hedges were recorded in earnings as a result 
of ineffectiveness, 

Cash-Flow Hedges. The Regisuants utilize interest rate derivatives from time to time to lock in 
interest-rate levels in anticipativii of future financings. Forward-starting interest-rate swaps are designated 
as cash-flow hedges, as defined in SFAS No. 133 and, as such, changes in the fair value of the swaps are 
recorded in accumulated other comprehensive income (OCI). Any change in the fair value of the hedge as a 
result of ineffectiveness is recorded immcdiately in earnings. At March 31,2007 and 2W6, the Registrants 
did not have any notional amvunts of interest-rate related cash-flow hedges outstanding. During the three 
months ended March 3 I ,  2W7 and 2006. the Registrants did not reclassify any amounts from accumulated 
OCI into earnings as a result of ineffectiveness. 

Swrce: EXELON CORP, io-Q, April 25,2W7 
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COMBINED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -(Continued) 

Energy-Related Derivatives (Exelon, Generation, ComEd and PECOJ 

Generation utilizes derivatives to mandge the utilization of its available generating capacity and thc 
provision of wholcsale energy to its affiliates and others. Exelon and Generation also utilize energy option 
contracts and energy financial swap arrangements to limit the market price risk associated with forward 
energy commodity conrracts. Additionally. Generation enten into certain energy-related derivatives for 
trading or speculative purposes. 

for the normal purchases and normal sales exception to SFAS No. 133 and are accounted for under the 
accrual method of accounting. Those that do not meet the normal purchase and normal sales exception are 
reconled as assets or iiabilities on the balance sheet at fair value. Changes in the derivatives recorded a1 Fair 
value are recognized in earnings unless specific hedge accounting criteria are met and they are designated as 
cash-flow hedges, in which case those changes are recorded in OCI, and gains and losses are recognized i n  
earnings when the underlying transaction occurs or are designated as fair-value hedges, in which case those 
changes are recognized in currcnt earnings offset by changes in the fair value of the hedged item in cunent 
earnings. Changes in the fair value of derivative contracts that do not meet the hedge criteria under 
SFAS No. 133 (or arc not designated as such) and proprietary trading contracts are recognized in current 
earnings. Generation also has conbacted for access to additional generation and sales to load-serving entities 
that are accounted for under the accrual method of accounting discussed in Note 18 of the Combined Notes to 
Consolidated Financial Staternenu within Exelon's 2006 Annual Repon on Form 10-K. 

ComFd has derivatives related to one wholesale contract and various other contracts 10 manage the 
market price exposures to several wholesale contracu that extend thmugh 2007. The contracts that ComFd 
has entered into as part of the initial ComEd auction (See Note 5 - Regulatory Issues) are deemed to he 
derivatives that qualify for the normal purchase and normal sale exception to SFAS No. 133. CornEd does not 
enter i n t o  derivatives for speculative or trading purposes. 

Some of PECO's gas supply agreements are derivatives under SFAS Nu. 133 and accounted for as such. 
Due to the nature of these gas contracts and market conditions, PECOs balance sheet reflected no fair value 
of energy derivatives at March 3 I, 2007 as the amounts were insignificant. 

The Registrants' energy contracts are accounted for under SFAS No. 133. Economic hedges may qualify 
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COMBINED NOTES TO CONSOLIDATED FINAXCIAL STATEMENTS - (Continued) 
At March 31,2007, Exelon, Generation and CornEd had net liabilities of $316 milliun. $319 million and 

$5 million, respectively, on their Consolidated Balance Sheets for the fair value of energy derivatives. The 
following table provides a summary of the fair value balances recorded by Exelon, Generation and ComEd as 
ofMarch31,2007: 

MImb 31,2Kl7 
Ccnemtio" cornu - EX&* 

.pCli".UW 

Current assels 
Xoncurrent assets 
Total markio-market 

energy contract assets 
Current liabilities 
Noncurrent liabilities 
Total mark-to-market 

Total mark-to-market 
energycontracl liabilities 3 1447) $ (437) S 19671 B LzI U 

~~ ~ ~~ ~ 

~~ ~ ~~ 

energy contract net 
assets (liabilities) L L L & a ~ ~ m $ L Q J ~ ~ ~ ~  --------- 

(a1 

(b) Excludes Erelon2s intere~t-rate swaps. 

$499 million and $(I I )  million, respectively. on their Consolidated Balance Sheets fur the fair value of energy 
derivatives. The following table provides a summary of the fair value balances recorded by Exelon, 
Generation and CornEd as of December 3 I ,  2UU6: 

Ooler includes corporate operations. shared service enlities. including Exelon Business Services Company (BSC), 
Enterprises and investments in synthetic fuel-producing facilities. 

At December 3 I .  2006. Exelon, Generation and ComEd had net assets (liabilities) of $496 million, 

M m h r 3 l ,  mOr 
Gneradan COlnEd Exdm 

Cash-Flow Olbrr P m p r M . ~  Csrh-Flow Other Rrlaled 
TziF- 

.pCri*a,ivn Der inf iws I n d l w  Sublat.1 H e  I k r l v s t h a  Submtal OtherW W-1 

Current -ts $ 460 $ 751 $ 197 $ 1.408 16 - $ - $ - $ 10 $ 1,418 
Noncurrcnt assets 1045215------ 171 - - - 171 
Tolal mark-to-market 

- 
~ ~~~~~~~ ~~ 

energyconlractassets 9 803 $ 212 $ 1.579 S - $ - 6 - S 10 
Current liabilities 

Total mark-to-market 
Noncurrenlliahilities 130) 133) (14) (77) - - - (1) (78) 

energy contract 
liabililies 

Total mark-lo-market 
energy contract net 
assets (liabilities) $ 415 $ 73 $ I I $ 499 L K i !  SA.!) U U 

$ (14YI S (730) 5 (2011 S (1.080) S 15) S 0 a 
~~~ ~ . .~ ~- ~ ~. 
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COMBINED NOTES TO COSSOLIDATED FINAXCIAL STATEMEXTS - (Continued) 
(ai 

(hi Excludes Exelan's inierest-rate swaps. 

or contracted generation supply in excess of Generation's obligations to customers, including ComEd's 
contracted auction requirement and PECO's retail load, is sold into the whulenale markets. To reduce price 
risk caused by market fluctuations, Generation enters into physical contracts as well as derivative contracts, 
including forwards, futures, swaps and options, with approved counterparties to hedge anticipated exposures 

Carh-Flow Hedges (Cenerarion and CornEd). The tables helow provide details of effective cash-flow 
hedges under SFAS No. 133 included nn Exelon's. Generation's and ComEd's Consolidated Balance Sheets 
zs uf March 31, 2007. The data in the table is indicative of thc magnitude of SFAS No. 133 hedges 
Generation and ComEd have in place; however, since under SFAS No. 133 not all derivatives are recorded in 
X I .  the table does not provide an allkencompassing picture of Generation's and ComEd's derivatives. The 
tables alsu include the activity of accumulated OCI related to cash-flow hedges for the k e e  months ended 
March 31,2007 and 2006. providing information about the changes in the fair value of hedges and the 
reclassification from OCI into earnings. 

Ta(al CasbFluw Hed@ 
OCI Activity, Net of 

Income Tax 

Other includes corporate operations. shared service entities, including BSC. Enterprises and investments in 
synthetic fuel-producing lacilities. 

Normal Opemtionr and Hedging Acfivities (Gmernrionl. Electricity available from Generation's owned 

M s w h  1 1 ~  . -. ... ., 
gul 
Accumulated OCI derivative eain ilossl at December 3 I .  2Mh 
Changes in fair value 
Reclassifications horn OCI to net income 
Accumulated OCI derivative gain (loss) at March 3 I. 2007 

March%, 
/OM 

Accumulated OCI derivative loss at December 31,2005 
Changes in fair value 
Reclassifications from OCI to net income 
Accumulated OCI denvative loss at March 31, 2006 

At March 31.2007. Generation and ComEd had net unrealized pre-tax losses on cash-flow hedges of 
$289 million and $2 million in accumulated OCI, respectively. Based on market prices at March 3 I, 2007, 
approximately $239 million and $2 million of these de fend  net pre-tax unrealized losses on derivative 
instruments in accumulated OCI arc expected to he reclassified to earnings during the next twelve months by 
Generation and ComEd, respectively. However, the actual amount reclassified to eaniings could vary due to 
future changes in market prices. Amounts recorded in accumulated OCI related to changes in energy 
commodity cash-flow hedges are reclassified lo earnings when the forecasted purchase or sale of the energy 
commodity occws. Tne majority of Generation's cash-flow hedges are expected to settle within the next two 
years, while ComEd's cash flow hedge expires on May 31: 2007. 
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Unrealized mark-to-market Eains (losses) . .  
Realized mark-to-market gains (losses) i 3 9 i  I - 

'd (1151 $ 2 $ (I1 m ---- Total net mark-to-market gains (losses) 

(a) See "Energy-Related Dcriuaiiver" above. 
(b) Other includes corporate operations, shared service entities. including BSC. Enterprises and investments in 

synIhetic fuel-producing facilities. 

Three Monlhs Ended March 31.2006 
Generation CmnFd(u) OIhMb) Emton 

35 
Unrealized mark-to-market gains (losses) $ (57) $ (IO) $ 13 $0 
Realized mark-to-market gains 
Total net mark-to-market gains (losses) 

- - 35 - - - -  
5 ( I O )  S 13 ---- 

(a) See "Energy-Related Derivatives" above. 
(b) Other includes corparale operations, shared service entilics, including BSC, Enterprises and inveslments in 

synthetic fuel-producing facilities. 

fmprieraq Trading Acriviriex (Generation). Proprietary trading includes a l l  contracts entered into 
purely to profit from market price changes as opposed to hedging an exposure and i s  subject to limits 
established by Exelon's Risk Management Committee. These contracts are recognized on the Consolidated 
Balance Sheets at fair value and changes in the fair value of these derivative financial insmments are 
recognized in earnings. The proprietary trading activities, which included volumes of 5,101 GWhs and 6,985 
GWhs for the three months ended March 31,2007 and 2006, respectively, are a complement to Generation's 
energy marketing ponlolio but represent a very small portion of Generation's revenue from energy marketing 
activities. For the three months ended March 31,2007 and 2006, Exelon and Generation recognized the 
following net unrealized mark-to-market gains, realized mark-to-market losses and total net 
mark-to-market losses (before income taxes) relating to mark-to-market activity on derivative insmments 
entered into for trading purposes. Gains and losses associated with financial 
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COMBIA'ED NOTES TO CONSOLIDATED FINANCIAL STATEMEXTS - (Continued) 
trading are reported as revenue in Exelon's and Generation's Consolidated Statements of Operations and 
Comprehensive Income 

Unrealized mark-to-market gains 
Realized mark-to-market losses 
Total net mark-to-market losses 

Credif Risk Associated wifh Derivative Instruments (Exelon and Generation) 

The Registrants would be exposed to credit-related losses in the event of non-performance by 
counterparties that enter into derivative instruments. The credit exposure of derivatives contracIS is 
represented by the fair value of contracts at the repolting date. For energy-related derivative inslruments, 
Generation attempts to enter into enabling agreemen& that allow for paymciit netting with its CuunterpaRies, 
which reduces Generation's exposure to counterparty risk by providing for the offset of amounts payahle Lo 
the counterparty against amounts receivable from the counterparty. Typically, each enabling agreement is for 
a specific commodity and so, with respect to each individual counterparty, netting is limited to transactions 
involving that specific commodity product, cxcept where master netting agreements exist with a counterparty 
that allows for cross product netting. In addition to payment netting language in the enabling agreement, the 
credit department establishes credit limits and letter of credit requirements for each counterparty, which are 
defined in the derivatives conhacts. Counterparty credit limits are based on an internal credit review that 
considers a variety of factors, including the results of a scoring model, leverage, liquidity, profitability, credit 
ratings and risk management capabilities. 'To the extent that a counterparty's credit limit and letter of credit 
thresholds are exceeded. the counterpatty is required to post collateral with Generation as specified in each 
enabling agreement. Generation's credit department monitors current and forward credit exL)osure to 
counterparlies and their affiliates. both on an individual and an aggregate basis. 

Under the Illinois auction rules and the supplier forward conlracts that Generation entered into with 
ComEd and Ameren, beginning in 2007, collateral posliogs will be one-sided Smm Generation only. That is, 
if market prices fall below ComEd's or Ameren's contracted price levels, CornEd or Ameren are not required 
to post collateral: however. if market prices rise above contracted price levels with ComEd or Ameren. 
Generation may be required to post collateral. 

The notional amount of derivatives does not represent amounts that are exchanged by the parties and, 
thus. is nut a measure of the Registrants' exposure. The amounts exchanged are calculated on the basis of the 
notional or contract amounts, as well as on the other terms of the derivatives, which relate to inlerest rates and 
the volatility of these rates. Exelun's and Generation's credit exposure, net of collateral, as of March 31.2007 
and December 31,2006 were $525 million and $791 million, respectively. 

As of March 31, 2007, Generalion had $127 million of collateral deposit payments being held by 
counterparties and Generation was holding $27 million of collateral deposits received from counterparties 

9. Retirement Benefiis (Exelon, Generation, ComEd and PECO) 

Exelon sponsors defined knetit  pensiun plans and postretirement benefit plans for essentially all 
Generation, ComEd, PECO and BSC employees. except for those employees of Generation's wholly owned 
subsidiary, 
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Service cost 
Interest cost 
Expected return on assets 
Amonization of 

Transition obligation 
Prior service cost (bwretit) 
Actuarial loss 

Net periodic benefit cost 

Pearion 
&mefie 

T h e  Months 
Ended 

Mareh 31, 
2007 2006 

$ 41 $ 41 
151 I42 

(2044) (204) 

~- 

- - 
4 4 

The following approximate mounts were included in capital and operating and maintenance expense 
during the three months ended March 3 I, 2007 and 2006, respectively, for Cicncntion's, CamEd's, PECOs 
and Exelon 
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COMMONWEALTH EDISOV COMPANY AND SUBSIDIARY COMPANIES 

PECO ENERGY COMPANY AND SUBSIDIARY COMPASIES 

COMBINED NOTES TO CONSOLIDATED FINANCIAL. STATEMENTS - (Continued) 
Corporate's allocated portion of the Exelon-sponsored and AmerGen-sponsored pension and Postretirement 
benefit plans: 

Pension 
and 
Pos*tirement 
B m S 1  
W@ 
Generation 
ComEd 
PECO 
Exelon Corporate(a) 

(a) RepresenU amounts billed to Exclon's subsidiaries through ~ntercompan) allocations 

Pension and Other Poslrelirement Benefits - AmerGen Plans (Generation) 

Three Months 
Ended 

Marrh31, 

2007 2006 

$ 36 $ 31 
24 19 
10 10 
in  II 

- -  

The following table presenls the components of net periodic benefit costs for the three months ended 
March 31,2007 and 2006 for the AmerFen-sponsored plans. The 2007 pension benefit cost is calculated 
using an expected long-term rate of return on plan assets of 8.75%. A purlion of the net periodic benefit cost 
is capitalized within the Consolidated Balance Sheets. AmerGen uses fair value for purposes of determining 
Ihe MRV of the pension and other postretirement benefit plan assets. 

olher 
Pernio" PasIreUlrmr"l 
BenditS BlneSlS 

M e  Mmthr Three MonUIS 
Ended Ended 

March31, March 31, 
2W7 2006 2 W  uo6 - - - -  

Service cost $ 3  $ 3  $ 2  $ 2  
Interest cost 2 2 1 I 
Expected return on assets S A L ) = -  
Net periodic benefit cost u u u u  

- 

401(k) Savings Plan (Exelon, Generation, ComEd and PECO) 
Exelon, Generation, ComEd and PECO participate in a 401 (k) savings plan sponsored by Exelon. The 

plan allows employees to contribute a portion of their pre-tax income in accordance with specified 
guidelines. Exelon, Generation, ComEd and PECO match a percentage of the employee contributivn up tu 
certain limits. The followine table presents. by registrant, the matching contribution to the savings plans 
during the three months ended March 31,2007 and 2006 

Three Months 

Saving 
ma" 
Matching 
_Contributions 
Exelon 
Generation 
ComEd 
PECO 

45 

Ended 
March 31, 

wm 2006 

$ 16 $ 15 

4 4 
2 2 

- -  
8 a 

~ ~~ 

source: EXELON CORP, 10-0, Apll25.ZUO7 


