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Income Taxes 

Deferred Federal and state income taxes are provided on all significant temporary differences between the book hasis and the 
tax basis of assets and liabilities and for tax henetits carried forward. In accordance with fhe USOA. ComEd reports deferred income 
tax balances arising fmm temporary differences in Accounts 190, 282 and 283 as appropriate, which differs fmm the net presentation 
required under GAAP (see Note 9 - Income Taxes). Investment tax credits previously utilized for income tax purposes have k e n  
deferred on ComEd's Balance Sheets and are recognized in book income over the life of the related property. 

Pursuant to the Internal Revenue Code and relevant state taxing authorities, Exelon and its subsidiaries file consolidated 
income tax reNIIIs for Federal and certain state jurisdictions, which include its subsidiaries in which it o m  at least 80% of the 
outstanding stock. ComEd records an income tax valuation allowance for deferred tax assets which are not more likely than not to he 
realized in the future. See Note 9 - Income Taxes for funher information. 

ComEd is a party to an agreement (Tax Sharing Agreement) with Exelon and other subsidiaries of Exelon that provides for 
the allocation of consolidated k x  liabilities. The Tax Sharing Agreement generally provides that each party is allocated an amount of 
tax similar to that which would he owed had the party k e n  separately subject to tBx. Any net benefit attributable to the parent is 
reallocated to other members. That allwation is treated as a contribution to the capital of the party receiving the benefit. 

Gains (bosses) on Reacquired and Retired Debt 

Consistent with rate recovery for rate-making purposes, ComEd's recoverable gains (losses) on reacquired dehl related to 
regulated operations are deferred and amnized to Account 429. I, Amortization of Gains on Reacquired Debs and to Account 428. I 
Amortization of Loss on Reacquired Debt, over the life of the new debt issued to finance the debt redemption, or over the life of the 
original debt issuance if the debt is not refinanced. Losses on other reacquired debt are recognized as incurred in ComEd's Statemenls 
of Income. 

Comprehensive Income ( L O W  

Comprehensive income (loss) includes all changes in equity during a period excepr those resulting from investments by and 
distributions to shareholders. See the Statements of Accumulated Comprehensive Income, Comprehensive Income, and Hedging 
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Activities for funher detail, including the components of comprehensive income (loss). 

Cash and Cash Equivalents 

ComEd considers all temporary cash investments purchased with an original maturity of three months or less to be cash 
equivalents. 

Allowance €or Uncalleehie Acconots 

The allowance for uncollectible accounts reflects ComEd's k s t  estimate of probable losses in the accounts receivable 
balance. The allowance is based on known troubled accounts, historical experience and other currently available evidence. Customer 
accounts are generally considered delinquent if the amount billed is not received by the time the next bill is issued, which normally 
occurs on a monthly basis. Customer accounts are written off based upon approved regulatory requirements. 

The provision for uncollectible accounts for the years ended December 3 I, 2006 and 2005 was $33 million and $24 million, 
respectively. 

Inventories 

Inventory is recorded at the lower of cost or market, and provisions are made for excess and obsolete inventory. Materials 
and supplies inventory generally includes the average costs of transmission and distribution materials. Materials are generally charged 
to inventory when purchased and then expensed or capitalized to plant, as appropriate, when installed. 

Marketable Securities 

Marketable securities are classified as available-for-sale securities and are reported at fair value pursuant to SFAS No. 115, 
"Accounting for Certain lnveslments in Debt and Equity Securities" (SFAS No. 115). Unrealized gains, net of tax, for C o d ' s  
available-for-sale securities are reported in other comprehensive income. 

Leases 

ComEd accounts for leases in accordance with SFAS No. 13, "Accounting for Leases" and determines whether its long-term 
purchase power and sales conmcts are leases pursuant to EITFlssue No. 01-8, "Determining Whether an Arrangement is a Lease". At 
the inception of the lease, or subsequent modification, ComEd determiner whether the lease is an operating or capital lease based upon 
its terms and characteristics. 

Property, Plant and Equipment 

Property. plant and equipment is recorded at cost. The cost of maintenance, repairs and minor replacements of property is 
charged to maintenance expense as incurred. 

Upon retirement. the cost of regulated property, net of salvage, is charged to accumulated depreciation in accordance with the 
composite method of depreciation. ComEd's depreciation expense, which is included in cost of service for rate purposes, includes the 
estimated cost of dismantling and removing plant from senice upon retirement Removal costs reduce the related regulatory liability. 
For unregulated property, the cost and accumulated depreciation of property, plant and equipment retired or otherwise disposed of are 
removed from the related accounts. 

Capitalized Software Gxts 

Costs incurred during the application development stage of software projects that are developed or obtained for intemal use 
are capitalized. Such capitalized amounts are amortized ratably over the expected lives of the projects when they become operational, 
generally not to exceed ten years. CerIain capitalized software costs are being amortized nver five to fifteen years pursuant to 
regulatory approval. At December 31, 2W6 and 2005, net unamortized capitalized software costs totlled $1 18 million and $122 

Year/Perii of Report 
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million. re,pecri\el). During 2CQ6 and ?@.IS. ComEd arm,ni,ed S? I milllun and S?? million. rcyxclivel), of capiofized sohudre 
co\t\. 

Ikpreciatinn and A m u r t l t i o n  

Depreciation I) generally provided ovcr the estimated service Ii!o of pnJpen). plant and equipment on a nnight-line basis 
uqng the wrnpo,ite method. CornEd’s depreciation include?; a provirion tor cstlmatal renio\al c o w  as authonzed hy the ICC. 
Annual drprcciatiun pm\iriiin\ fu r  financoal reponing pur[*ix\. prc,enred h) atcrag? service liie and a\ a percentage Of average 
ser\ice liie ior each )ear. are prerrittcvl in the uhle M o w  for ComEd’s electric transmission and dismbution asws. 

Date of Report Year/Period of Report 
(Mo, Da, Yr) 

~~ ~ 

Average Service Life in Y e w  

Average Service Life Pelcentage 3.3496 3.44% 

Amortization of regulatory assets is provided over the recovery period specified in the related legislation ur regulatory 
agreement. See Note 15 - Supplemental Financial Information for further information regarding the amortization of CornEd’s 
regulatory assets. 

AIIOWME- for h o d s  Used During Construction 

ComEd applies SFAS No. 71 to calculate the allowance for funds used during construction (AFUDC), which is dx cost, during the 
p e r i d  of construction. of debt and equity funds used to finauce construction projects for regulated operations. AFUDC is recorded as 
a charge to construction work in progress and as a non-cash credit to A N D C  that is included in Account 432, Allowance for 
Borrowed Funds Used During Construction - Credit, for debt-related funds and Account 419.1, Allowance for Other Funds Used 
During Construction, for equity-related funds. The ram used for capitalizing AFUDC are computed under a method prescribed by 
regulatory authorities. The following table summarizes total cost incurred and credits of  AFLlDC by year: 

24% 242s 

Total incurred interest (a) 
Credits to AFUDCdebt (Account 432) 
Creditsto AFUDCequity (Account419.1) 

(01 llrhldcl L n l ~ f e x p E e t o i m i l m  

$317 $297 
9 2 
3 5 

Guarantees 

In accordance with FIN 45, “Guarantor’s Accounting and Disclosure Requirements for Guarantees, Including Indirect 
Guarantees of Indebtedness to Others” (FIN 45). ComEd recognizes, at the inception of a guarantee. a liability for rhe fau market value 
of the obligations they have undertaken in issuing the guarantee, including the ongoing obligation to perform over the term of the 
yarantec in the event that the specified triggering events or conditions occur. 

The liability that is initially recognized at the inception of the guarantee is reduced as CornEd is released from risk under the 
guarantee. Depending on the nature of the guarantee, CornEd‘s release from risk may be recognized only upon the expiration or 
settlement of the guarantee or by a systematic and rational amortization method over the term of the guarantee. The recognition and 
subsequent adjustment of the IiahiMy are highly dependent upon the naNre of the associated guarantee. See Note 14 - Commitments 
and Contingencies for further information. 
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Asset Impairments 

Long-Lived Assets. ComFd evaluates the canying value of long-lived assets to be held and used for impairment whenever 
indications of impairment exist in accordance with the requirements of SFAS No. 144, "Accounting for the Impairment or Disposal uf 
Long-Lived Assets" (SFAS No. 144). The carrying value of long-lived as%& is considered impaired when the projected undiscounted 
cash flows are less than the canying value. In that event, a loss would be recognized based on the amount by which the canying value 
exceeds the fair value. Fair value is determined primarily by available market valuations or, if applicable, discounted cash flows. 

Upon meeting certain criteria defined in SFAS No. 144, the assets and associated liab es that compose a disposal g o u p  are 
classified as held for sale and presented separately on the Balance Sheers. The carrying value of these assets is adjusted downward, if 
necessary, to the estimated sales price, less cost to sell 

Goodwill Goodwill represents the excess of the purchase price paid over the estimated fair value of the assets acquired and 
es assumed in the acquisition of a business. Pursuant to SFAS No. 142, 'Goodwill and Other Intangible Assets" (SFAS No. 

142), goodwill is not amortized but is tested for impairment at least annually or on an interim basis if an event occurs or circumstances 
change that would reduce the fair value of a reporting unit below its carrying value. See Note 5 - Electric Plant Acquisition 
Adjustment (Goodwill) for information regarding the application of SFAS No. 142 and the results of goodwill impairment studies that 
have been performed, which include the $776 million and $1.2 billion goodwill impairment charges recorded in 2006 and 2005, 
respectively. 

Derivative Financial Instruments 

CornEd may enter into derivatives to manage its exposure LO fluctuations in interest rates, changes in interest rates related to 
planned future debt issuances and changes in the fair value of outstanding debt. ComFd has derivatives related to one wholesale 
contract and cemin other contracts to manage the market price exposures to sewral wholesale contracts that extend into 2007, which 
is beyond the expiration of CornEd's long-term power purchase agreement (PPA) with Exelon Generation Company, LLC 
(Generation). The supplier forward contracts that ComEd has entered into as part of the initial CamEd procurement auction (See Nole 
3 - Regulatory Issues) are deemed to be derivatives that qualify for the normal purchase exception to SFAS No. 133. "Accounting for 
Derivatives and Hedging Activities" (SFAS No. 133). ComEd does not enter into derivatives for speculative or trading purposes. 
ComEd's derivative activities are in accordance with Exelon's Risk Management Policy (RMP). ComEd accounts for derivative 
financial instruments under SFAS No. 133. Under the provisions of SFAS Nu. 133, all derivatives are recognized on the balance sheet 
at their fair value unless they qualify for a normal purchases or normal sales exception. Derivatives on the balance sheet are presented 
as current or noncurrent mark-to-market derivative assets or liabilities. Cash inflows and outflows related to derivative instruments are 
included as a component of operating, investing or financing cash flom in the statement of cash flows, depending on the underlying 
nature of ComEd's hedged items. Changes in the fair value of derivatives are recognized in earnings unless specific hedge accounting 
criteria are met. in which case those changes are recorded in earnings as an offset to the changes in fair value of the exposure being 
hedged or deferred in accumulated other comprehensive income and recognized in earnings as hedged transactions owur. Amounts 
recorded in earnings are included in Account 421, Miscellaneous Nan-Operating Income and Account 426.5. Other Deductions on 
CamEd's Statements of Income. 

Revenues and expenses on contracts that qualify as normal purchases or normal sales are recognized when the underlying 
physical transaction is completed. "Normal" purchases and sales are contracts where physical delivery is probable, quantities are 
expected to be used or sold in the normal course of business over a reasonable period of time, and price is not tied to an unrelated 
underlying derivative. If it were determined that a transaction designated as a "'normal" purchase or a "normal" sale no longer met the 
scope exceptions, the fair value of the related conlract would be recorded on the balance sheet and immediately recognized through 
earnings. 

A derivative financial instrument can he designated as a hedge of the fair value of a recognized asset or liability or of an 
unrecognized firm commitment (fair-value hedge), o r a  hedge of a forecasted transaction or the variability of cash flows to he received 
or paid related to a recognized asset or liability (cash-flow hedge). Changes in the fair value of a derivative that is highly effective, and 
is designated and qualifies as, a fair-value hedge, are recognized in earnings as offsets to the changes in fair value of Ihe exposure 
being hedeed. Chanms in the fair value of a derivative ha t  is highly effective, and is designated and qualifEs as, a caTh-flow hedge - -  . . .  
arc derened m A c w m L I ~ t ~ u  ulhcr cornprclcn.ivc income and arc recognized in earnings as h e  hedged transaction\ ucrur Any 
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Cumulative Effect of Changes in Accounting Principles 

FJN 47. In March 2005. the FASB issued FIN 47, “Accounting for Conditional Asset Retirement Obligations” (FIN 471, which 
clarifies that the term ‘konditional asset retirement obligation” as used in SFAS No. 143, ”Accounting for Asset Retirement 
Obligations” (SFAS Nu. 143), refers to a legal obligation m perform an asset retirement activity in which the timing andlor metbod Of 
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On March 15, 2007, the Illinois Attorney General tiled a complaint before FERC alleging that the prices la all suppliers 
resulting from the auction are unjust and unreasonable under the Federal Power Act and that the suppliers colluded in the c o m e  of the 
auction. On April 4, 2007, at the request of the Illinois Attorney General and the recommendation of i ts  staff, the ICC initiated a 
proceeding to determine whether to authorize the public release of certain confidential information related to the revme auction. In its 
publicly filed FERC complaint, the Illinois Attorney General redacted certain portions of this confidential information, and Generation 
and other parties have asked FERC to enter a protective order under which the Illinois Attorney General would provide the redacted 
information to the litigants. Additionally, on March 28, 2007 and March 30. 2007, class action suits were tiled in Illinois state c o w  
against CornEd and Generation as 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. ComEd cannot predict the outcome of these 
proceedings, but believes the claims to be completely false and unsupported by requisite evidence, and intends to vigorously oppose 
these claims. 

Consistent with the process previously approved by the ICC, the ICC has opened a proceeding la consider improvemen6 to 
the grofurement process. It i s  anticipated that a final order will be entered in that proceeding with sufficient time to incorporate 
changes into the process for the February 2w)8 auction. 

Initio1 CornEd Auction The first procurement auction for CornEd's entire load took place during September 2006 for 
electricity to he delivered beginning in January 2007. I t  took place contemporaneously with auctions for the load of  the Illinois 
electric utilities that are subsidiaries of Ameren Corporation (Ameren). Auction participants bid on several different products 
including 17-, 29- and 41-month contracts that will be 'Wended" together and used to serve residential and small commercial 
customers. a 17-month "annual" product that will be used to serve larger non-residential customers, and a variably priced "hourly" 
product that would he used to serve customers u,ho either select hourly service or are not eligible to receive fixed price service. The 
ICC accepted the auction results related to the blended and annual pmducls but rejected the auction results for the hourly product. 
Under C O W S  tariffs, electricity that would have been procured through the hourly auction i s  currently being purchased in the PJM 
Interconnection, LLC (PJM) administered wholesale electricity markets. 

ComEd has entered into supplier forward contracts with all o f  those who have won shares o f  the ComEd products through the 
auction. Suppliers were limited to winning no morc than 35% in either the fixed price section or the hourly price section of the 
auction(for eithpr the ComEd or the Ameren auctions). In the ComEd auction, Generation won 35% of the fixed price auction. The 
following table presents the clearing prices for each product set in Ihe first auction for C o d :  

PIIIP per MWll 

PladuCl 17-mmth rmfrset ZLmonm mtim I l - m ~ l h  motiset 

Annual $90.12 N/A N/A 

Blended $63.96 $64.00 $63.33 

The following table presents the Wanches won by each supplier for the ComEd auction. Suppliers won bids for tranches or 
"slices" of electricity and are required to supply a fixed percentage of the total load regardless of that level of load Each supplier is 
required to provide a variable quantity of power based on the tranches won. 

Anbud Produa Blended Blended Blended 
Roducf pmdua pmdua 

17-mmth 17-mmM 29-mmlh 41-moolh 
suppliers cmima mmrset mtm wntrsa 

American Electric Power Service Corporation 
5 3 -  - 

Conectiv Energy Supply. Inc. 
6 1 - 3 
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Constellation Energy Commodities Gmup, Inc.. 
- 22 - 3 

DTE Energy Trading, Inc... 
- 3 3 4 

Edism Mission Marketing &Trading, lnc .... - - 19 22 

Energy America, L K  .... - - - 4 

Exelun Generation Company, LLC.... 
89 1 -  38 

FPL Energy Power Marketing, Inc ..... 
- - 9 6 

J.  Aron &Company ..... - - 15 10 

J.P. Morgan Ventures Energy Corporation ..... 
- 21 4 I 

Morgan Stanley Capital Group, Inc ...... 

PPL EnergyPlus, Inc ....... 

- - 37 6 

- 6 6 2 

Sempra Energy Trading Corp ........ - - - 8 

WPS Energy Senices, Inc ......... 
- - - 3 

88 92 93 93 

The next auction is scheduled for January 2008 fur the period June 2008 through May 2009 (and up to May 201 I for portions 
of the blended product). Auctions will be held annually thereafter cor,ering the next June to May twelve-month and thirty-six-monrh 
periods. 

Rafe Freeze Exlension Proposal. The increases in C O W S  2007 rales following the expiration of the rate freeze reflect the 
pass-through of CornEd's costs of procuring electricity for customers. significant capital investment that CornEd made in distribution 
assets, and changes in CornEd's aperating costs. ComEd believes that its average residentid customer is experiencing an annual 
increase of approximately 24% in it. electric bills, however, some customer increases have been larger (most notably for space heating 
customers whose bills reflect, in part, the unusually cold weather in early 2007). Customers of certain other Illinois utilities have 
experienced much more significant increases in their bills. C o d d  has taken steps to assist customers with the rate increases. including 
a program that allows customers to elect m defer some of the increase to future years (see "Residential Race Stabilization Program" 
below), various customer assistance and energy efficiency programs, and customer education programs (see "Environmental and 
Customer Assistance Programs" below). 

On March 6, 2007, the Illinois Home of Representalive.s (House) approved legislation that. if enacted, would roll hack 
ComEd's current electricity rates to the rates that were in effect in 2006. exclusive of 2006 competitive transition charge (CrC) rates, 
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would provide for a refund, with interest, of the charges collected from residential customers in excess of those rolled-back rates since 
January 2007, and would generally limit rate increases for all bundled service customers until at least 2010. Also, the Illinois State 
Senate's (Senate) Environment and Energy Committee (the Senate Comminee) approved a hill, that, if enacted into law as amended, 
would roll back rates, exclusive of 2006 CTC rates, of certain Illinois utilities, not including ComEd, for at least one year, would 
provide for refunds, with interest, of charger collected from customers in excess of the rolled-back rates since January 2007, and would 
generally limit rate increases for at least one year, On March 22. 20071 the Senate Committee approved for consideration by the full 
Senate an amendment that would make the legislation applicable to all Illinois utilities, including CornEd. On Apnl 20, 2007. the 
Senate passed legislation that would rollback and freeze the rates ofcertain Illinois utilities, not including C o d .  This hill now moves 
to the House. As of April 23,2007, the Senate has not passed any legislation rolling back or freezing ComEd's rates. 

To become law in Illinois, legislation would need to be passed by the House and Senate and signed by the Governor of 
Illinois (Governor), The Governor has expressed support for rate freeze legislation. If legislation is enacted. it could impose a rate 
freeze or take other Sorms. For example, some Illinois legislators have discussed the possibility of applying a tax on electric generation 
in the state as a means to reduce elechic rates to the customers in the state. As of April 23, 2007, no electric generation tax legislation 
had been submitted to either the Illinois House or Senate commitlees for consideration. C o d  and other interested panies, including 
Generation and some other elechic generating companies and suppliers, have been engaged in discussions With members of the Illinois 
General Assembly and other leaders to explore alternative measures in lieu of rate freeze legislation or taxes on electric generation lhat 
would provide financial assistance for Illinois electric customers with unusually high electric bills and other customers in need of 
financial assistance. ComFd plans to move forward with the customer relief programs affecting its customers provided that no rate 
rollback and freeze legislation applicable to ComEd is enacted into law. Inclusive of ComEd's funding of its Customers' Affordable 
Reliable Energy (CARE) initiative (see "Environmental and Customer Assistance Programs" below), ComFd anticipates that these 
customer rate relief programs may cost approximately $44 million in 2007 and approximately $20 million in additional funds during 
2M)8 and 2009. 

CornEd is unable to predict the outcome of discussions with members of the Illinois General Assembly or the legislalive 
process in Illinois or whether rate rollback and freeze legislation will be applicable to ComEd in the future. C o d  believes a rate 
rollback and freeze, if enacted into law, would have serious detrimental effects on Illinois, ComEd and consumers of electricity. See 
"Post-2006 Summary" below for funher detail. ComEd believes such legislation, if enacted into law, will violate Federal law and the 
U. S. Constitution, and CamEd is prepared to vigorously challenge any such legislation in court 

Residential Rate Stabilizatian Program. On December 20. 2006. the ICC approved a program, proposed by ComEd. to 
mitigate the impact on ComEd's residential customers of CornEd's transition from almost a decade of reduced and frozen rates to rates 
that reflect the current cost 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 customers, costs that exceed the caps would be deferred and recovered over three years from 2010 to 2012. Deferred 
balances will be assessed an annual carrying charge of 3.25% to partially cover CornEd'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 program would terminate upon a force majeure event, upon a ComEd hanknrptcy, or if CornEd's senior secured credit 
ratings from two of the 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 CornEd's senior unsecured debt is rated 
below investment grade by ail three agencies is not reflective of ComEd's ability to support the program but instead largely relates to 
legislative and polilical rjsk. C n W s  residential customers will have until August 2007 to choose to participate in the progmm. As of 
March 31. 2007, approximately 34,000 or 1% of ComEds residential customers have enrolled in the pmgram. At this time, CornEd 
c m a t  predict the full extent of participation in the program or its financial effects. 

IuiRois RaIe Case. On August 3 I I  2005, ComEd filed a rate case with the ICC to comprehcnsively revise its tariffs and 10 
adjust rates for delivering electricity effective January 2007 (Rate Case). The commodity component of CamEd's rates was established 
by the reverse-auction process in accordance with the ICC rate order in the Pracurement Case. CornEd proposed a revenue increase of 
$317 million. The ICC staff and several intervenors in the Rate Case, including the Illinois Attorney General, suggested and provided 
testimony that ComEd's rates for delivery services should be reduced. On June 8, 2W6, the administrative law judges (AWs) issued a 
proposed order recommending a revenue increase of $164 million which included CornEd's request for recovery of several items that 
previously were recorded as expense. On July 26. 2006, the ICC issued its order in the Rate Case w*ich approved a delivery services 
revenue increase of approximately $8 million of the $317 million proposed revenue increase requested by ComEd. The ICC order 
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approved CornEd's requested recovery of several items which previously were recorded as expense. However, t k  ICC disallowed rate 
base treatment (return) for ComEd's prepaid pension asset and disallowed the recovery of certain administrative and general expenses. 
These disallowances did not result in an immediate write-off because the prepaid pension asset should be recovered as pension cost is 
recognized and recovered from customers in the future. The ICC rate order also provided for lower returns on rate base than CornEd 
had requested. See Note 14 -Commitments and Contingencies for further information. The ICC subsequently granted in part requests 
for rehearing of ComEd and various other parties. On December 20. 2006, the ICC issued an order on rehearing that increased the 
amount previously approved by approximately $74 million, including a partial return on the pension asset, for a total rate increase of 
$83 million, ComEd and various other p d e s  have appealed the rate order to the courts. It is 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 expected to be prospective only. 

Real-Time Pricing Progmm. In 2006, the ICC approved a real-timc pricing program which will offer residential customers 
an alternative to standard flat-rate utility billing. Starting in 2007, residential customers registered in the progmm will be able to 
control their elecbicity bills by using less puwer during higher-priced time periods. 

fllinois Rate Design Investigalion On March 2,2007, the ICC voted to initiate investigations into ComEd's and the Ameren 
Corporation (Ameren) utilities' rate designs. particularly for residential and residential space-heating customers. The investigation was 
prompted by hearings before the Illinois House of Representatives Committee of the Whole that took place in Februw 2007. where 
House representatives and customers spoke of extreme and unexpected rate increases that took effect lanuary 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 group. The ICC has a schedule that 
contemplates a final order by September 2001, which would allow implementation of changes, if any, prior to the next winter heating 
season. 

Original Cost Audit In the Rate Case, the ICC ordered an 'original cust" audit of CornEd's distribution assets. The ICC 
order did not find that any portion of CornEd's delivery service assets should be disallowed because it was unreasonable in amount, 
impmdently incurred or not used and useful. The ICC rak  order does not provide for a new review of these issues but instead provides 
that the ICC-appointed auditors determine whether the custs of CornEd's distribution assets were properly recorded on CornEd's 
financial statements at their original costs. The result of this audit will he addressed thmugh a separately docketed proceeding. The 
original wst  audit report is expected to be finalized in mid-2GQ7 with an ICC proceeding to follow the issuance of the report. This 
proceeding may extend into 2008, and ComEd is unable to predict the results of this audit. 

Envkwnmenurl and Customer Assistance Programs. The ICC; in a January 24.2006 order, ordered its staff to initiate three 
separate rulemakings regarding demand response program. energy efficiency programs and renewable energy resources. These 
rulemakings have proceeded with CornEd's active participation. On April 4, 2006. C o d  filed with the ICC a request for ICC 
approval to purchase and receive recovery of costs associated with the output of a ponfolio of competitively procured wind resources 
of approximately 300 megawatts. On October 12,2006, the ICC voted 5 to 0 to dismiss the three rulemaking proceedings. On April 4, 
2007, at the request of ComEd, the ICC terminated the pmceeding. 

In July 2006, C o d  implemented Customers' Affordable Reliable Energy (CARE), an initiative to help customers prepare 
for eleclricity rate increases coming in 2007 after the expiration of the rate freeze in Illinois. In addition to the residential rate 
stabilization program discussed above, CARE includes a variety of energy efiiciency. low-income and senior citizen programs to help 
mitigate the impacts of the rate increase on customers' bills. ComEd spent approximately $9 million for CARE in 2006. 

In the ICCs December 20, 2006 order approving CornEd's residential rate stabilization program, the ICC also strongly 
encouraged, but did not require, ComEd to make contributions to environmental and customer assistance programs. On February 20, 
2007, ComEd filed a letter with the ICC indicating its intent, if financially able to do so, to contribute $30 million over three years to 
CARE related programs. ComEd also slated that it did not intend to seek rate recovery of these amounu and thus did not believe that 
the ICC needed to investigate the programs. 

C@ of Chicago Negotiations. ComW has been in ncgotiations with the City ofChicago related to various components of its 
franchise agreement with the City of Chicago. As part of these discussions. ConEd may be able to resolve various outstanding issues 
relating to reliability. franchise ohligations and other matters. As part of any agreement, CornEd may make payments to the City of 
Chicago, which may be material. No foml agreement has been reached. 
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Cushmer Disconnection Moratorium. On April 20. 2007, the Senate amended and passed a bill that would prevent 
customer disconnections until September I .  2007. The amended bill will now go back to the House where they can decide whether to 
agree with the amendment, If this hill hecomes law, CornEd believes it wouM eventually increase past-due amounts from customers 
and have an adverse effect on ComEds results of operations, financial position and cash flows. ComEd is unable to predict the final 
outcome of this bill. 

Pos~2006 Summnry. ComEd cannot predict the results of any rehearings or appeals in the Rate Case or the Procurement 
Case or whether the Illinois General Assembly might pass rate roll back and 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 cus(0mers for 
electricity is below ComEd's cost to procure and deliver electricity, ComEd expects that it will suffer a d v e w  consequences, which 
could he material. ComEd believes that these potential material adverse consequences could include, but may not be limited lo, 
reduced earnings for ComEd, further reduction of ComEd's credit ratings, limited or lost access for CotnEd to credit markets to finance 
operations and capital investment, and loss of ComEd's capacity to enter into bilateral long-term energy procurement contracts, which 
may force ComEd to procure electricity at more volatile spot market prices, all of which could lead ComEd to seek protection through 
a bankruptcy filing. Moreover, to the extent ComEd is not permitted to rewver its costs, ComEd's ability to maintain and improve 
service may be diminished and its ability to maintain reliability may be impaired. In the nearer term, these prospects could have 
adverse effens on ComFd's liquidity if vendors reduce credit or shorten payment terms or if ComEd's financing alternatives become 
more limited and significantly less flexible. Additionally, if ComEd's ability to recover its cvsts from customers through rates is 
significantly affected, a11 or a portion of ComEd's business could be required to cease applying SFAS No. 7 I ,  which covers the 
accounting for the effects of rate regulation and which would require ComEd to eliminate the financial stalemenl effects of regulation 
for the portion of ComEd's business that ceases to meet the criteria. This would result in che elimination of all associated regulatory 

es thal CornEd had recorded on its Balance Sheets through the recording of a one-time extraordinary gain on its 
Statements of Income and Accumulated Comprehensive Income, Comprehensive Income, and Hedging Activities. At December 3 1, 
2006, the income statement gain could have been as much as $2.3 billion (before taxes) at CornEd. Finally. the impacts and resolution 
of the above items could lead to an additional impairment of ComEd's goodwill, which would be significant and at least partially offset 
the extraordinary gain discussed above. See Note 5 -Electric Plant Acquisition (Goodwill) for further information related to ComEd's 
goodwill. 

Return on Common Eqdy Threshold Under Illinois legislation, if the two-year average of !he earned return on common 
equity of a utility through December 31,2006 exceeded an established threshold, one-half of the excess earnings must be refunded to 
customers. The threshold rate of return on common equity is based on a two-year average of tht Monthly Treasury Bond Long-Term 
Average Rates (20 years and above) plus 8.5% in the years 2000 through 2006. Earnings for purposes of ComEd's threshold include 
ComEd's net income calculated in accordance with GAAP and reflect the amortization of regulatory assets. Under Illinois statute, any 
impairment of goodwill would have had no impact on the determination of the cap on ComFd's allowed equity return during the 
transition period. ComEd has not triggered the earnings sharing provision through 2006. With the end of the transition and rate freeze 
period, in its December 20, 2006 order the ICC authorized a r e m  on distribution rate base of 8.01% for ComFd starting in 2007. 
Dunning the fust quarter of 2007, CornEd filed a transmission rate case with the FERC in which it requested a r e m  on transmission 
rate base of 937%. 

Delivery Service Rotes. On March 3,2003, ComEd entered into, and the ICC subsequently entered orders that implemented, 
an agreement (Agreement) with various Illinois retail market participants and othcr interested parties that settled, among other things, 
delivery service rates and the market value index proceeding and facilitated competitive service declarations for large-load customers 
and an extension of ComEd's PPA with Generation. The effect of the Agreement was to lower CompeIitive transition charge (CrC) 
collections that ComEd received from customers who took electricity from a competitive electric generation supplier or under the 
purchase power option (PPO) through 2ooh. The Agreement also allowed customers to lock in current CTCs for multiple years. 
ComFd collected $40 million and $105 million in CTC revenues during 2006 and 2005, respectively. CTC collections ended with the 
transition on January I, 2007. 

Open Access Transmission T&# On November IO, 2003, FERC issued an order allowing C o d  to put into effect, 
suhject 10 refund and rehearing, new transmission rates designed lo reflect nearly $500 million of infrashucture investments made since 
19%; however, because of the Illinois retail rate freeze and the method for calculating CTCs, the increase has not significantly 
increased operating revenues. As noted, both the rate freeze and CTCs ended in January 2007. During the third quarter of 2004, a 
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Unbilled revenues 

Allowance for uncollectible account.! 

Year/Period of Report 

2006x)4 

$296 S 321 

20 20 

5. Electric PIad Acquisition Adjustment (Goodwill ) 

Goodwill is recorded in Account 114, Electric Plant Acquisition Adjustments and Account 115, Accumulated Provision for 
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NOTES TO FINANCIAL STATEMENTS (Continued 

2006 Interim Goodwill lmpairmenr Assexsmenr. CornEd performs the annual goodwill impairment assessment in the fourth 
quarter of each year: However, due to the significant negative impact of the ICC's July 2006 order in CornEd's Rate Case to the cash 
flows and value of ComEd, an interim impairment assessment was completed during the third quarter of 2006. Based on the results of 
ComEd's interim goodwill impairment analysis, which was determined using the same model and assumptions discussed above, 
ComFd recorded an impairment charge of $776 million associated with the write-off of the goodwill during the third quarter of 2006. 
The $716 million impairment of goodwill was charged to ACCOWI 425, Miscellaneous Amortization. See Note 3 - Regulatory Issues 
for further information regarding the Rate Case and the Procurement Case. 

2005 Annual Goodwill I m p i r m n t  Assesrment. The annual goodwill impairment assessment was performed as of 
November 1. 2M)b. The tint step of the annual impairment analysis, comparing the fair value of ComEd to its carrying value. 
including goodwill, indicated no additional impairment of goodwill. 

2005 Annual Goodwill Impmpaimenr Assessmenr. The annual goodwill impairment assessment was performed as of November 
I ,  2005. The first step of the attnual impairment analysis, comparing the fair value of CornEd to its carrying value, including goodwill, 
indicated an impairment of goodwill existed. The second step of the analysis indicated CornEd's goodwill was impaired by $1.2 
billion, This impairment was primarily driven by the fair value of ComEd's below market PPA with Generation. the end of ComEd'a 
regulatory transition period at December 31, 2006 and the elimination of related transition revenues, developments in the regulatory 
and political environment as of Novemher I ,  2005, anticipated increases in capital expenditures in future years and decreases in market 
valuations of comparable companies that are used to estimate the fair value of CumEd The $1.2 billion impairment of goodwill was 
charged tn Account 425, Miscellaneous Amortization. 
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6. Fair Value of Financial Assets and Liabilities 

Derivative Financial Assets and Liabilities 

Interest-Rate Swaps 

The fair values of ComFAs interest-rate swaps are determined using quoted exchange prices, external dealer prices and 
available market pricing curves. At December 31, 2005, ComEd had $240 million of nutional amounts of interest-rate swaps 
outstanding, which were settled on January 17,2006 for a cash payment of approximately $1 million. At December 3 I 2006, ComEd 
did not have any cash-flow hedges outstanding. 

Fair-Value Hedges. CornEd may utilize fixed-@floating interest-rate swaps horn time to time as a means to achieve its 
targeted level of variable-rate debt as a percent of total debt. At December 31, 2005. CornEd had $240 million of notional amounts of 
fair-value hedges outstanding. Fixed-ro-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 recorded in earnings; however, as 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 ineffectiveness is recorded immediately in earnings. During 2W6 
and 2005, no amounts relating to fau-value hedges were recorded in earnings as a result of ineffectiveness. 

Cash-Flow Hedges. ComEd may utilize interest-rate derivatives to lock in interest-rate levels in anticipation of fufure 
financings. Forward-starting interest-rate swaps are designated as cash-flow hedges, as defined in SFAS No. I33 and. as such, changes 
in the fair value of the swaps are recorded in Account 2 19, Accumulated Other Comprehmsive Income (OC1). Any change in the fair 
value of the hedge as a result of ineffectiveness is recorded immediately in earnings. At December 31,2006 and 2005, ComEd did not 
have any notional amounts of cash-flow hedges outstanding. During 2005. CornEd settled interest-rate swaps in the aggregate notional 
amount OF $325 million as a result of a forecasted Vansaction no longer being probable, and recorded a p e t a x  loss of $15 million 
which was included in Account426.5, Other Deductions within ComEd's Smtements of Income. 

YearIPeriod of Report 

2006Iw 

Energy-Related Derivatives 

ComEd has derivatives related to one wholesale contract and certain other contracts to manage the market price exposures to 
several wholesale contacts that extend into 2007, which is beyond the expiration of CornEd's PPA with Generation. CornEd's 
wholesale contract. which previously qualified for the normal Sale exception pursuant to SFAS No. 133, has been recorded at fair value 
beginning in the first quarter of 2006 since the exception is no longer applicable. Additionally. the suwlier forward contacts that 
ComEd has entered into as part of the initial ComEd pmcurement auction (See Note 3 - Regulataty Issues) are deemed to be 
derivatives that qualify for the normal purchase exception to SFAS No. 133. ComEd does not enter inm derivatives for speculative or 
trading p q s e s .  

At December 3 I, 2006, CornEd had a net current liability of $ I I million ($6 million for cash flow hedges and S5 million For 
other derivatives) recorded in Account 244, Derivative Instrument Liabilities, for h e  fair value of energy derivatives. 

Cash-Flow Hedges. The table below provides details of effective cash-flow hedges under SFAS No. 133 included on 
CornEd's Balance Sheets as of December 31, 2006. The dam in the tahle is indicative of the magnitude of SFAS No. 133 hedges 
ComEd has in place; however. since under SFAS No. 133 not all derivatives are recorded in OC1. the table does not provide an 
all-encompassing picture of ComEd's derivatives. The table also includes a rollforward of accumulated OCI related to cash-flow 
hedges for the year ended December 31,2006. providing information a b u t  the changes in the fair value of hedges. 
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Accumulated OCI derivative loss at January I ,  2006 

Changes in fair value (4) 

Accumulated OCI derivative loss at December 31,2006 $ (4) 

At December 31, 2006, ComEd had net unrealized pre-tax losses of $6 million of cash-flow hedges recorded in accumulated 
OCI. Based on market prices ai  December 31, 2006, appmximately $6 million of the deferred net pre-tax unrealized losses on 
derivative instruments in accumulated OCI is expected to be reclassified to earnings during thc next twelve months by ComEd. 
However, the actual amount reclassified to earnings could v a q  due to future changes in market prices. Amounts recorded in 
accumulafed OCI related tn changes in energy commodity cash-flow hedges are reclassified into earnings when the forecasted purchase 
or sale of the enersy commodity occurs. CornEd's cash flow hedge expires on May 3 I ,  2007. 

Other Derivurives 
CamEd enters into certain contracts that are derivatives, but do not qualify for hedge accounting under SFAS No. 133 or are 

not designated as cash-flow hedges. These contracts are entered into to economically hedge and limit the market price risk associated 
with energy commodity prices. Changes in the fair value of these derivative contracts are recognized in current earnings. For 2006, 
ComEd recognized the following net unrealized mark-to-market losses, realized mark-to-market gains and total mark-to-market losses 
(before income taxes) relating to mark-to-market activity of cenain non-trading purchase power and sale contracts pursuant to SEAS 
No. 133. ComEd's other mark-to-market activity on non-trading purchase power and sale contract7 are reported m revenue. 

For the Year Ended December 31, u)o6 

Unrealized mark-io-rnarket losses 

Realized mark-to-market gains 3 

Total net mark-to-market losses L.a 

(ai Scc ''EncrgY-Relstcd Dcdv~tivc;" ahve.  

Credit Risk Assnciuled with Derivative In.rrrutnmts, CornEd 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 contracts is represented 
by the fair value of convacts at the reporting date. Under the Illinois auction rulcs and the supplier forward contracts that ComEd 
entered into, beginning in 2007, collateral postings will be one-sided from suppliets only. That is, if market prices fall below ComEd's 
contracted price levels, C o d d  is not required io post collateral: however, if market prices rise above imuracfed p i ce  levels with 
ComEd. the suppliers may be required to post collateral. 

Nan-Derivative Financial AaeB and Liabilities 
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Fair Value. As of December 31, 2006 and 2005, ConlEd's carrying amounts of cash and cash equivalents, accounts 
receivable, accounts payable and accrued liabilities are representative of fair value because of the shon-term nature of these 
instruments. Fair values for long-term debt are determined by an external valuation model which is based on conventional discounted 
cash flow methodology and utilizes assumptions of current market pricing curves. 

The carrying amounts and fair values of ComEd's financial liabilities as of December 31,2006 and 2005 were as follows: 

- m 292 
Carry imp FsiF carrying F.i, 
Amount Val.. Amount VslW 

Long-term debt (including amounts due within one 
year) $ 3,579 $ 3,592 $ 2,828 $ 2,887 

Long-term debt to CornEd Transitional Funding Trust 
(including amounts due within one year) 

Long-term debt to other financing trusts 361 338 36 I 353 

Credit Risk. Financial instruments that potentially subject ComEd to concentrations of credit risk consist principally of cash 
equivalents and customer accounts receivable. ComEd places its cash equivalents with high-credit quality financial institutions. 
Generally. such investments are in excess of the Federal Deposit Insurance Corporation limits. Concentrations of credit risk with 
respect to customer accounts receivable are limited due to ComEd's large number of customers and their dispersion acmss many 
industries. 

7. Severance Acmunthg 

C o d  provides severance and health and welfare benefits to terminated employees pursuant to preexisting Severance plans 
primarily based upon each individual employee's years of service and compnsation level. ComEd accounts for its ongoing severance 
plans in accordance with SFAS No. I 12 and SFAS No. 88 and accmes amounts associated with severance benefits that are considered 
probable and that can be reasnnahly estimated 

During 2006, ComEd recorded a regulatory asset associated with previously incurred Severance costs that C o d  was 
granted recovery of in the December 20, 2006 ICC order, See Note 3 - Regulatory Issues and Note 14 - Commitments and 
Contingencies. 

The fullowing table presents total salary continuance severance benefits, recorded as an operating and maintenance expense, 
during 2006 and 2005: 

SAW 

Expense recorded-2006 
- $ 

Income recorded-2005 
( 9 p  

In1 Rrpments B ndunm in prrvlollrly mnrded Y Y B a n C c  .e,erYc3. 
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The following table provides a roll forward of the salary continuance severance obligations from January I ,  2M)5 through 
December 31.2006: 

MXK 

Oblratims 

$ 28 Balance at January I .  2005 

Reduction in obligation estimate 

Cash payments 

Balance at January 1,2006 

Cash payments 

$ 6 Balance at December 31,2006 

8. Debt and Credit Agreements 

Short-Term Debt 

The following table prewnts CamEd's short-term debt activity during 2006 and 2005: 

2006 m 

Average bornwings $ 213 $ 36 

669 491 Maximum borrowings outstanding 

5.06% 4. I 3 8  Average interest rates, computed on a daily basis 

5.43% 4.50% Average interest rates, at December 3 I 

Credit Agreements 

On July 16, 2004. Exelon, Generation, C o d  and PECO Energy Compmy (PECO) entered into a $I hillion unsecured 
revolving credit facility maturing on July Ih, 2009 and a $5W million unsecured revolving credit facility which matured on October 
31,2006. 

On February 22. 2006. C o d 3  entered into a $I billion senior secured threeyar  revolving credit ageement. The credit 
agreement is secured by First Mortgage Bonds of CornEd in the principal amount of approximately $1 billion. First Mongage Bonds 
are a first mortgage lien on C O W S  utility assets other than expressly excepted property. Ad&tionally, on Febmary 22, 2006, 
CornEd was removed as a party to the July 16, 2004 credit facilities. During 2006. ComEd burrowed and fully repaid 5240 million 
under its credit agreement 
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Lung-Term Debt 

The following lahles present CornEd‘s outstanding long-term debt as of December 31,2006 and 2005: 

Dn-embeTJl, 

2006 zms 

YearIPeriod of Report 

200W04 

Long-term debt 

First Mortgage Bonds (Account 221) (rI(b1: 

Fixed mtes 

Floating rates 3.60%-3.85% 2013-2020 

Nom payable (Account 224) 

Fixed rates 6.95%-7.625% 2001-2018 

Sinking fund debentures (Account 221 1 3.81.5%-4.75% 2008-201 1 

2.961 $ 2,201 

343 343 

285 285 

8 I O  

Long-term debt to associated companies 
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Subordinated debentures to ComEd 
Financing 11 

YearIPeriod of Repolt 

8.50% 2027 $ 155 $ 155 

Subordinated debentures to CornEd 
Financing 111 6.35% 2033 206 206 

Payable to ComEd Transitional Funding 
Trust 5.63%5.74% 2007-2008 648 987 

Long-term debt S 4,606 S 4,187 

Unamortized debt discount and premium, 
net 

(17) (16) 

Unamortiied settled fair-value hedge, net (1) 6 

Fair-value hedge c q i n g  value 
adjustment, net .. (1) 

Total long-term debt $ 4,588 $ 4.176 

(a) CornEd's utility 
Ibl 

Long-term debt maturities at C o d  in the periods 2007 through 201 1 and thereafter are as fO!lOWS: 

Yrpr 

omer Ulan erprs-sly -pled pmpeny are subjio to the lien of ils mongage lodmntltrr. 
lncludn fusl martgage bo* irrucd undo Ihc CmFA mnngagr indemurer socuing pollunon mmml bod% and me$. 

2007 

2008 

2 0 9  

2010 

201 I 

Thereafter 

Total 

$455 

757 

17 

213 

347 

%!l 
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Issuances of Long-Tem Debt. The following long-term debt was issued at CornEd during 2006: 

I . tWat  
TYP R* Malurily AmaUrnl(P) 

5.90% March 15,2036 $ 325 
First Mortgage Bonds 

First Mortgage Bonds 

First Mortgage Bonds 

First Mortgage Bonds 

5.95% August 15,2016 300 

5.95% August 15,2016 115 

5.40% December 15,2011 345 

YearIPeriod of Report 

(I) Excludes aoamonicedbonddi\countE and premiums. 

Deb/ Retirements and Redemptions. The following debt was retiled, through tender, opcn market purchms. optional 
redemption or payment at maturity, at CornEd during 2006: 

Cornrnonwsalm Edison Campany (2) - A  Resubmission 

4.40% December 1,2006 $ 199 Pollution Control Revenue Bonds 

First Mortgage Bonds 

First Mortgage Bonds 

Sinking fund 

CornEd Transitional Funding Trust 

8.25% October I ,  2006 95 

8.375% October 15,2006 31 

3.875%4.75% 2008-201 1 2 

5.63% June 25,2007 339 

I /  2WWQ4 

See Note 6 -Fair Value of Financial Assets and Liabilities for additional i n f o m l b n  regarding interesl-rate swaps. 

9. Income Taxes 

Income tax expenw (benefit) is wmprised of the following components: 
F a  the Years Ended 

DecPmbrr31 

Included in operations: 

Federal 

Current 

Deferred 

$ 282 $ I l l  

83 I87 

Investment tax credit amortization (3 )  (3 ) 

State 
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NOTES TO FINANCIAL STATEMENTS (Continued) 

Current 

Deferred 

25 

23 42 

60 

Total income tax exwnse $445 $362 

Included in cumulative effect of changes in accounting principles: 

Deferred 

Federal 

State 

$ - $ (5 )  

-0 

Total income tax benefit $ - $ (6) 

The effective income tax varies from the U.S. Federal statutory rate principally due to the following: 

P~1111Y~~. .mdPdDenmber31,  

2m6 tal ms (S) 

US. Federal statutory rate 35.0% 35.0% 

Increase (decrease) due to: 

State income taxes, net of Federal income tax benefit 16.2 (13.6) 

Nondeductible goodwill impairment charge 81.6 ( 135.0) 

Nontaxable postretirement benefits (0.8) I .0 

Amortization of investment tax credit (0.9) I .o 

Amortization of regulatory asset 1.9 (2.1) 

(0.4) Plant basis differences - 

Other 0.6 (1.91 

Effective income tax rate 
133.6% (116.0)% 
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YearPerid of Report 

The tax effects of temporary differences, which give rise to significant portions of the deferred tax assets and liabilities, as of 
December 31,2006 and 2005 are presented below: 

Farthe YemFndcd 

Dmmber 31. 

Plant basis differences 

Unrealized gains on derivative financial instruments 

Deferred pension and postretirement obligations 

Deferred debt refinancing msts 

Other, net 

Deferred income tax liabilities (net) 

Unamortized investment tax credits 

Total deferred income tax liahilities (net) and unamortized investment tax credits 

In accordance with regulatory treatment of certain temporary differences, CornEd has recorded net regulatory assets 
associated with deferred income taxes, pursuant to SFAS No. 71 and SFAS No. 109, of $1 I million and $8 million at December 31, 
2006 and 2005, respectively. See Note 15 - Supplemental Financial Information for further discussion of ComEd’s regulatoly asset 
associated with deferred income taxes. 

ComEd has certain tax returns that are under review at the audit or appeals level of the Internal Revenue Service (IRS), and 
certain state authorities. These reviews by governmental taxing authorities are not expxted to have an adverse impact on the financial 
condition or results of operations of ComEd. 

CornEd received allocated tax benefits from Exelon under the Tax Sharing Agreement which were treated as capital 
contributions. The allocations for the year ended December 3 I ,  2006 and 2005 were $2 I million and $27 million, respectively. 

1999 Sale nf Fossil Generating Assets 

ComEd has rake0 certain tax positions, which have been disclosed to the IRS, to defer the tax gain on the 1999 sale of its 
fossil generating assets. As of December 31. 2006 and 2W5> deferred tax liabilities related to the fossil plant sale are reflected in 
ComEd’s Balance Sheets. ComEd’s ability to continue to defer all 01 a portion of this liability depends on whether its treatment of the 
sales proceeds as having been received in connection with an involuntaly conversion is proper pursuant to applicable law. ComEd‘s 
ability to continue to defer the remainder of this liability may depend i n  part on whether its tax characrerimtion of a sale leaseback 
transaction into which ComEd entered in connection with the fossil plant sale is proper pursuant to applicahle law. The Federal tax 
returns and related tax return disclosures coverine the period of the 1999 sale are cumntly under IRS audit. The IRS has indicated its 
position that the ComEd sale leaseback transaction is substantially similar to a leasing transaction, a sab in ,  lease-out (SILO), the IRS 
is treating as a “listed transaction” pursuant to guidance it issued in 2005. A listed transaction is one which the IRS considers to he a 
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As of December 3 I ,  2005, CamEd adopted FIN 47, which clarified that a legal obligation associated with the retirement of a 
long-lived asset whose timing andlor method of settlement are conditional on a future ev-ent is within the scope of SFAS No. 143. 
Under FIN 47, CumEd is required to record liabilities associated with its conditional AROs at their estimated fair values if those fair 
values can be reasonably estimated. 
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Nan-nuclear AROs at Iantwy I, 2006 
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Accretion (a) 
Settlements 
Nan-nuclear AROs at December 3 I .  2006 

$151 
7 
fa 

LIS 

(a) The m*ority or !he a m i o n  is mrded a an i m m e  10 a regulatory ism due (0 the arraciaw regulatim. 

Determination of Conditional AROs 

The adoption of FIN 47 required ComEd to update its existing inventories, orighdly created for the adoption of SFAS No. 
143, and to d e t e d n e  which, if any. of the conditional AROs could be reasonably estimated. The significant conditional AROs 
identified by CornEd included abatement and disposal of equipment and buildings contaminated with asbestos and Polychlorinated 
Biphenyls. 

The ability to reasonably estimate a conditional ARO was a matfer of management judgment based upon management's 
ability to estimate a settlement date or range of settlement dates, a method or potential method of settlement and probabilities 
associated with the potential dates and rncthods of settlement of its conditional AROs. In determining whether their conditional AROs 
could be reasonably estimated, management considered ComEd's past practices, industry practices, management's intent and the 
estimated economic lives of the ass-. The management of ComEd concluded that all significant conditional AROs could be 
reasonably estimated. 

CornEd was required to measure the conditional AROs at fair value using the methodology prescribed by FIN 47. The 
transition provisions of FIN 47 required ComEd to apply this measurement back to the historical periods in which the conditional 
AROs were incurred, resulting in a remeasurement of these obligations at the latter of the date that the related assets were placed into 
service or acquired or the date that the applicable law or environmental regulation became effective. The fair values of the conditional 
AROs were then estimated using a probability-weighted, discounted cash flow d e l  ndth multiple scenarios, if applicable. The 
present value of future estimated cash flows was calculated using credit-adjusted, risk-free rates in order to determine the fair value of 
the conditional AROs at the time of adoption of FIN 47. 

Conditional AROs of $150 million were recorded in Account 230, Asset Retirement Obligations, as of December 3 I, 2005. 
Changes in management's assumptions regarding settlement dates. settlement methods or assigned probabilities could have had a 
material effect on the liabilities recorded as well as the associated cumulative effect of a change in accounting principle and associated 
regulatoly assets recorded. 

Effect of Adopting FIS 47 

FIN 47 required that ComEd recognize the following mounts within its financial statements upon the adoption of FIN 47: (i) 
a liability for any existing conditional AROs adjusted for cumulative accretion to December 31, 2005: (ii) an asset retirement cost 
(ARC) capitalized as an increase to the carrying amount of the associated long-lived assets; and (iiij cumulative depreciation on the 
ARC. The transition guidance in FIN 47 required that its adoption be effected through a cumulative change in accounting principle 
measured as the difference between the amounts recognized in the financial statements prior to the adoption of FIN 47 for conditional 
AROs and the mounts recognized as of December 3 I ,  2005 pursuant to FIN 47. The adoption of FIN 47 incorporated the fact that 
ComEd had previously recognized $39 million of conditional ARO's as removal costs \r,ithin Account 108, Accumulated Provision for 
Depreciation of Electric Utility Plant. 

After considering the transitional guidance included in FIN 47, ComEd recorded charges of $15 million to Account 435, 
Extraordinary Deductinns, (related income taxes of $6 million were recorded in Account 409.3; Income Taxes -Federal and Other) as 
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Starernems of income line items - debir\ fcredirJ: 

Extraordinary deduction (Account 435) (a) $ 15 

Income taxes - Federal and other (Account 409.3) (4 (6) 

Balance shcm line irem&cbir\ (credit): 

Property, plant and equipment, net (Accounts 101 and 108) (bl 

Regulatory assets (Account 182.3) IC! 

$ 5  

91 

6 Deferred inmme taxes (noncurrent liability) (Account 282) 

Asset retirement obligations (Account 230) Id) ( 150) 

(a) 
(b) 

Fzprerents Ibc JlAereooe b-rcnlhe conlilionul ARO. M ARC and 'egulatmy BI\E(S and iirbiliiis rccmdeduponadWinn. 
Represmt, c a p i # d i d  ARC M $25 rnlllion ar a! in~masc ID Ule currying mwnt Mlhe asmtiatrd lag-lived asrlb, ne( 01 BEcumuiated d r p d a h  of $20 million OD lhe 

ARC 

Rrprrrencl an i x r r a c  Lo regliiatay a w s  pvruanr to SFAS No. 71 for MIOUNI e x p s v d  IO be Wwed from ~&mcrn.  

Rcpresenm B liabiliy fn cxkting mndiliorul AROs adjuh*d for 'ymuiati\,e m i o n  LO Demnbri 31. ZOM. 

(c! 

(dl 

As noted in Note I-Significant Accounting Policies, the impact on ComEd's net loss for 2W5, adjusted as if FlN 47 had 
been applied effective during the entirety of those years, would not have been material. 

Accounting Methodology Under FN 47 

The liabilities associated With conditional AROs will be adjusted on an ongoing basis due to the passage of time, new laws 
and regulations and revisions to either the timing or amount of the original estimates of undiscounted cash flows. These adjustments 
could have a significant impact on ComEd's Statements of Inmme and Balance Sheets, assuming the pmvisions of SFAS No. 71 
continue to apply. 

The liabilities recorded related to the conditional AROs of ComEd are being accreted to their full estimated settlement 
amounts through the estimated ultimate settlement dates. Most of this accretion charge is recorded as an increase to CornEd's 
regulatory assets due to the application of SFAS No. 71. 

The net ARC of ComEd is being depreciated over the remaining lives of the related long-lived asseh. Most of this 
depreciation charge is recorded as an increase to ComEd's regulatory assets due to the application of SFAS No. 7 1. 

I t .  Retirement Benefits 

Defined Benefit Pension and Other Pmiretirement Beuffits - Consolidated Plans 

YearlPeriod of Report 

2000'04 
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Exelon sponsors defined benefit pension plans and postretirement benefit plans for essentially all ComEd employees. 
Substantially all non-union employees and electing union employees hired on or after January I ,  2001 participate in Exelon-sponsored 
cash balance pension plans. Substzntially all non-union employees hired prior to January I, 2001 were offered a choice to remain in 
Exelon's traditional pension plan or transfer to a cash balance pension plan for management employees. The costs of providing 
benefits under these plans are dependent on historical information such as employee age. length of service and level of compensation 
and the actual rate of return on plan assets. Also, Exelon utilizes assumptions about the fulure, including the expected rate of retum on 
plan assets, the discount rate applied to benefit obligations, the incidence of mortality, the remaining service period, rate of 
compensation increases and the anticipated rate of increase in health care costs, in order to measure the plan obligations and costs to be 
recognized related to these plans. The impact of changes in these factors on pension and other postretirement benefit obligations is 
generally recognized over the expected remaining service life of the employees rather than immediately recognized in the income 
statement. Exelon uses a December 31 measurement date for its plans. 

The prepaid pension asset and non-pension postretirement benefits obligation on CornEd's Balance Sheets reflect ComEd's 
obligations from and to the plan sponsor, Exelon. Employee-related assets and liabilities, including both p i o n  and SFAS No. 106 
postretirement liabilities. were allocated by Exelon to is subsidiaries based on the number of active employees as of January 1.2001 
as part of Exelon's corporate restructuring. Exelon allocates the components of pension cost to the patticipating employers based upon 
Several facturs, including the measures of active employee participation in each participating unit. 

See Note 14 ~ Retirement Benefits of Exelon's Combined Notes tu the Consolidated Financial Statements in the Exelon Form 
IO-K for the year ended December 31,2006 for further information related to the Exelon pension and other postretirement benefit 
plans. 

Approximately $72 million and $63 million were included in capital and operating and maintenance expense, excluding 
cumilmentkettlement costs and special termination benefits costs, during 2006 and 2005, respectively, for CornEd's allocated pr t ion 
of the Exelon-sponsored pension and postretirement benefit plans. The 2006 and 2005 amounts reflect an annualized reduction in net 
periodic postretirement benefit cost of $I 3 million and $13 million, respectively, related to a Federal subsidy provided under the 
Prescription Drug Act. This subsidy has been accounted for under FSP FAS 106-2, as described in Note I - Significant Accounting 
Policies. ComEd conuibuted $47 million and $865 million to the Exelon-sponsored pension and other post-retirement benefit plans In 
2006 and 2005. respectively. ComEd expects to contribute $50 million to the benefit plans in 2007. Of CornEd's total 2005 
conhibutions, $803 million was made in the first quarter and was fully funded by a capital contribution from Exelon. 

401(k) Savings Plan 

C o d  participates in a 401(k) savings plan sponsored by Exelon. The plan allows employees lo contribute a portion of their 
pretax income in accordance with specified guidelines. CornEd matches a percentage of the employee contribution up to certain 
limits. The cost of matching contributions to the savings plan tolaled $17 million and 517 million in 2006 and 2005 respectively. 

12. Preferred Secnrities 

At December 3 I ,  2006 and 2005, CornEd prior prefeened stock and C O W  cumulative preference stock consisted of 850,000 
shares and 6,810,451 shares authorized, respectively, none of which was outstanding. 

13. CommonStock 

At December 31, 2006 and 2005, ComEd's common stock with a $12.50 par value consisted of 250.000,000 shares 
authorized and 127,016,519 shares outstanding. At December 31, 2006 and 2005, ComEd had 75,486 and 75,120 warrants, 
respectively, outstanding to purchase ComEd common stack. The warrants entitle the holders to convert such warrants into common 
stock of ComEd at a conversion rate of one share of common stock for three warrants. At December 31,2006 and 2005,25,162 and 
25.240, respectively, shares of common stmk were reSeNed for the conversion of warrants 

14. Commitments and Contingencies 

Energy Commitments 
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Under the PPA, as amended, between ComEd and Generation, Generation supplied substantially all of CornEd’s load 
requirements through 2006. Prices Tor this energy varied depecding upon the time of day and monul of delivery. Starting in 2007, as a 
result of the first reverse-auction competitive bidding process, ConEd will procure substantially all of its supply under supplier 
forward contracts with various suppliers. See Note 3 - Regulatory Issues for further information. 

Commercial Commitments 

ComEd’s commercial commitments a5 of December 31, 2006. representing commitments potentially triggered by future 
events, were as follows: 

F.*r#im wilhin 

mil  
T a l  m7 m.m IOIO-IOII n d  beyond 

._ Letters of credit (non-debt) (a $ 4 4  5 4 4  $ -- $ -- $ 

Midwest Generation Capacily Reservation Agreement 
guarantee Ihl 22 4 8 8 2 

YeartPeriod of Report 

2M)WcM 

Surety bonds (cJ 

Other 

.. .. .. 2 2 

6 6 .. .- - 

2009 

2010 

18 15 

201 I 15 

Remaining years 56 

Total minimum future lease payments 5 143 
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ComEd's rental expense under operating leases totaled $18 million and $16 million in 2 0 6  and 2005, respectively. 

Environmental I s s u e r  

Geneml. CornEd's operations have in the past and may in the future require substantial expenditures in order to comply with 
environmental laws, Additionally, under Federal and state environmental laws, CornEd is generally liable for the costs of remediating 
environmental contamination of property now or formerly owned by CornEd and of property contaminated by hazardous substances 
generated by ComEd. ComEd owns or leases a number of real estate parcels. including parcels on which its operations or the 
operations of others may have resulted in contamination by substances that are considered hazardous under environmental laws. 
ComEd has identified 42 sites where former manufactured gas plant (MGP) activities have or may have resulted in actual site 
contamination. For almost all of these sites, CornEd is one of several Potentially Responsible Parlies who may be responsible for 
ultimate remediation of each location. Of these 42 sit,  identified by CornEd, the Illinois Environmental Protection Agency has 
approved the clean up of nine sites. Of the remaining sites identified by CornEd, 20 sites are currently under some degree of active 
study and/or remediation. CornEd anticipates that the majority of the remediation at these sites will continue h u &  at least 2015. In 
addition, CornEd is currently involved in a number of proceedings rclating to sites where hazardous substances have bezn deposited 
and may be subject tc additional proceedings in the future. 

C o d d  and Niwr Gas Company, a subsidiary of Nicor Inc. (Nicor). are parties to an interim agreement under which they 
coopaate in remediation activities at 38 former MGP sites for which ComEd or Nimr, or both, may have responsibility. Under the 
interim agreement, costs are split evenly between ComEd and Nicor pending their final agreement on allocation of costs at each site, 
but either party may demand arbitration if the parties cannot agree on a final allocation of costs. For most of the sites, the interim 
agreement contemplates that neither party will pay less than 20%. nor more than 80% of the final costs for each site. ComEd' s accrual 
for these envimnmenlal liabilities is based on ComEd's estimate of its 50% share of costs under the interim agreement with Nicor. On 
April 17. 2006, Nicor submitted a demand for arbitration of the cost allocation for 38MGP sites. Through December 31, 2006, 
ComEd has incurred approximately $1 16 million associated with remediation of the sites in question. Although CornEd believes that 
the arbitration proceedings will not result in an allocation of costs materially different from C O W S  current estimate of its aggregate 
remediation costs for MGP sites, the outcome of the arbitration proceedings is not ceMin and could result in a material increase or 
decrease of CornEd's estimate of its share of the aggregate remediation costs, 

Based on the final order received in CornEd's Rate Caye, beginning in 2007, ComEd will recover its MGP remediation costs 
from customers for which it estahlished a regulatory asset (see ComEd Rate Case below). Sec Note 15 - Supplemental Financial 
Information for further information regarding regulatory assets and liabi I ies. 

As of December 31, 2006 and 2005, ComEd had accrued the following amounts for environmental liabilities in Account 
228.4, Accumulated Miscellaneous Operating Provisions, within its Balance Sheets: 

IRronbprS1.2001 

Total environmental investigation and remediation reserve $ 58 $ 54 

YearlPeriod of Repon 

Pottion of total related to MGP investigation and 
remediation (a) 48 49 

(a) Prim 10 the lhird qmncr ux)6. CornEd discounted iu mews for MCP invcsdgarion and ronediatioo. Tlw dmnge horn d i m d n g  IO 
unducnuming was no1 deemed to be rnatdsl. 

CornEd cannot reasonably estimate whether it will incur other significant liabilities for additional investigation and 
remediation costs at these or additional sites identified by CornEd, environmental agencies or others, or whether such costs will be 
recoverable fmm third parties, including customers. 

Litigation and Regulatory Mattem 

CornEd Rate Case. ComEd requested recovery of amounts as pari of its August 2005 Rate Case, which have prcviously been 
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to make the accounting method change. In April 2007, C o d  signed the consent agreement. The consent agreement has terms and 
conditions that subject the change u, certain published guidance as well as future guidelines and directives tn be issued by the IRS. As 
a result of the uncertainty of forthcoming IRS settlement guidelines, ComEd is currently unable to estimate the tax benefit associated 
with the SCCM. 

In addition, ComEd has filed several tax refund claims with Federal and state taxing authorities. ComEd is unable to estimate 
the ultimate outcome of these refund claims and will accnunt for any amount received in the period the matters are settled with the 
Federal and state taxing authorities. To the extent C o d  is successful on any of its refund claims, a portion of the tax and interest 
benefit will he recorded to goodwill under the pmvisions of EITF 93-7. 

Otber. CornEd has taken certain tax positions, which have been disclosed to the IPS to defer the tax gain on the 1999 sale of 
its fossil generating assets. See Note 9 - Income Taxes for further information. 

15. Supplemental Financial Information 

Supplemental Income Statement Information 

The following tables provide additional information a b u t  ComEd's Statements of Income for the years ended December 31, 
2006 and 2005. 

Yeadperiod of Report 

Operating Revenues (Account 400) (a) 

Retail electric 

FortheYlprsBnded 
Decombv3L 

a e e  
$5,591 $ 5.776 

Wholesale 170 I l l  

Other 413 381 

Total operating revenues uLkLu&L 
(a) $c$der opcrarigrrv- fmm afliiiates. 

For the YIM h d r d  
OIcantWJL 

E 200s 

Taxes other than income (Accounts 408.1 and 408.2) 

Utility (a1 $ 241 $ 241 

Real estate 30 28 

Payoll 21 21 

Other 10 ___ 

Total taxes other than income a $ 3 0 1  

5 
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SuppIemenfal Cmh Flow Idoornmrion 

As a result of adopting FIN 41 as of December 31, 2005, ComEd recorded an ARC, which was capitalized as an increase to 
the carrying amount of long-lived assets associated with liabilities recorded for conditional AROs. Of the total ARC, $5 million 
resulted in u non-cash investing activity for C o d  as of December 31, 2005. See Note 10-Asset Retirement Obligations for 
additional information on the adoption of FIN 41. Ln addition to this non-cash activity. the following table provides additional 
information about ComEd's Statements of Cash Flows for the years ended December 3 1,2006 and 2005. 

For Ihe Years Endd 

Cash paid during the year 

Interest (net of amount capitalized) 

Income taxes (net of refunds) 

Non-cash investing and financing activities 

$ 249 $ 272 

344 278 

Resolution of certain tax matters and PFCONnicom merger severance 
adjustment $ 5  $ 23 

Supplemental Balrrnce Sheet Information 

The following tables provide information about the regulatory assets and liabilities of CornEd as of December 3 I ,  2006 and 2005. 
December 31, 

m u m  

Regulatory assets (Aeeount 1823) 

Deferred income taxes 

Debt costs 

Severance 

Conditional asset retirement obligations 

MGP remediatinn costs 

Rate case costs 

Procurement case costs 

$ 11s 8 

24 31 

- 158 

95 93 

47 - 
1 

5 

- 
- 

Recoverable transition costs - 44 

30 8 Other -~ 
Total regulatory assets L 3 7 . u  
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Regulatory liabilities (Aceount 254) 

Nuclear decommissioning 

Debt costs 

\ , _  - 

S 1.760 $ 1.435 

3 4  

5- - Other 

Total regulatory liabilities L J & u  

Deferred income tares.  These costs represent the difference hetween the method by which the regulator allows for the 
recovery of illcome taxes and how income taxes would be recorded by unregulated entities. Regulamry assets and liabilities associated 
with deferred income taxes. recorded in compliance with SFAS No. 71 and SFAS No, 109, include the deferred tax effects associated 
principally with liberalized depreciation accounted for in accordance with the rate-making policies of the ICC, as well as the revenue 
impacts thereon, and assume continued recovery of these costs in future rates. See Note 9 -Income Taxes for funher information. 

Debt Costs. The reacquired debt costs represent premiums paid for the early extinguishment and refmancing of long-term 
debt, which is amortized over the life of the new debt issued to finance the debt redemption. Interest-rate swap settlements are 
deferred and amortized over the period that the related debt is outstanding. Recovery of early debt retirement costs, which will be 
amortized over the life of the related retired debt, was granted IO CamEd in the July 26,2006 ICC rate order. See Note 3 - Regulatory 
Issues. 

Severance costs. These costs represent previously incurred severance costs that CornEd was granted rec0WIY Of in the 
December 20,2006 ICC rehearing order, Recovery is over 7.5 years, See Note 3 - Regulatory Issues. 

Conditional asset retirement obligations. These cos@ represent future removal costs associated with retirement obligations 
which will be collected over the remaining lives of the underlying assets. See Note 10 - Asset Retirement Obligations for further 
information. 

MGP remediation cosls. Recovery of these items was granted to ComEd in the July 26,2006 ICC rate order. See Note 3 - 
Regulatory Issues. The period of recovery will depend on the timing of the actual expenditures. 

Role case cosfs. Recovery of these items was granted to CornEd in the July 26,2006 ICC rate order. Recovery is over three 
years. See Note 3 -Regulatory Issues. 

Pmcwcment case costs. Recovery of these items was granted 10 ComEd in the July 26,2006 ICC rate order. Recovery is 
over three years. See Note 3 -Regulatory Issues. 

Recoverable bansition costs. These charges, related to amounts that would have been unrecoverable but for the recovery 
mechanism, such as the CTC allowed under the Illinois restructuring act, are amortized based on the expected return on equity of 
C O W  in any given year. ComEd fully recovered these charges by the end of 2006. See Note 3 -Regulatory Issues for discussion Of 
recoverable transition cost amortization. 

Nuclear decommissioning. These amounts represent future nwlear decommissioning costs that are less than the associated 
decommissioning trust fund assets. ComEd believes the trust fund assets, including prospective earnings thereon and any future 
collections from customers, will equal the associated future decommissioning costs at the time of decommissioning. See Note 10 - 
Asset Retirement Obligalions for funher information. 
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earning a rate of return. Recovery of the regulatory assets for conditional asset retirement obligations, debt costs and recoverable 
transition costs are earning a rate of rewrn. 

16. Related Party Transactinns 

The financial statements of C o d  include related-party Wansactions as presented in the tables below: 

YeadPericd of Report 

Operating revenues from affiliates (Account 400) 

Generation (a) 

Purchased Power from affiliate (Account401) 

PPA with Generation 

Operation and maintenance from affiliates (Accounts 401 and 4 16) 

Exelon Business Services Company (BSC) (0 

CornEd of Indiana [dl 

Equity in losses of unconsolidated affiliates (Account 418.1) 

ComEd Funding LLC 

Other 

Interest income fmm affiliates (Account 419) 

Exelon intercompany money pool (e) 

Interest on debt to associated companies (Account 430) 

ComEd Transitional Funding Trust 

ComFd Financing I I  

ComEd Financing 111 

Other 

Capitalized costs 

BSC (0 

Cash dividends paid tu parent 

Cash contributions received from parent 

(2) - A  Resubmission Commonweanh EdiSon Company 

m 

$ 7  

2,929 

220 

2 

(10) 

1 

- 

47 

13 

13 

... 

81 

- 

37 

i i  206104 

XWS 

$ 8  

3,174 

193 

2 

(14) 

2 

3 

66 

13 

13 

1 

62 

498 

834 
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Investment in subsidiary companies (Account 123.1) 

CornEd of Indiana 

ComEd Transitional Funding Trust 

CornEd Financing I1 

$ 7  $ 5 

4 18 

10 10 

ComEd Financing 111 6 6 

Accounts receivable h m  associated companies (Account 146) 

ComEd Transitional Funding T N S ~  

Exelon (h) 

Other 

Miscellaneous defened debits (Account 186) 

Generation (n 

ComEd Transitional Funding Trust 

Unappropriated undistributed subsidiary earnings (Account 2 16.1) 

ComEd of Indiana 

17 23 14 

- 
- 1 

1,760 1,435 

14 12 

3 3 

ComEd Transitional Funding Trust 

Advances fmm associated companies (Account 223) 

ComEd Transitional Funding Trust 

ComEd Financing II 

ComEd Financing 111 

Notes payable to aswiated companies (Account 233) 

Exelon intercompany money pool (el 

ACCOUOG payable to associated cnmpanies (Account 234) 

648 987 

155 155 

206 206 

- 140 

Generation decommissioning (8) - I I  
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was fully paid in 2LW. 

(fl 

(g] 

(h) ~ D e E s n b R 3 1 . M O S r ~ v a b k f r o m B , ~ o n f b r t h e ~ i l o ~ t i o n o f t a r b e o ~ ~ w a r f c ( l l r d i n 2 0 0 6 .  S l c N ~ ~ 9 - i n c D m e T a x ~ f o r a d d l t i o n a l ~ r m l a l i o o .  

18. Subsequent Events 

On January 15,2007, the respondent paid $145 million to retire i a  7.650% notes at maturity 

On March 1, 2007, ComEd filed a request with E R C  seeking approval to update its transmission rates and change the 
manner in which ComEd's transmission rates are determined from fixed rates to a formula rate. The formula rate would be updated 
annually m ensure that under this rate customers pay the actual cost of providing transmission services. Initial application of the 
formula would result in an increase of the revenues ComEd receives for transmission services. reflecting substantial investment in 
transmission plant since rates were last determined in 2003. ComEii also requested incentive rale Ueatment for certain transmission 
projects. If approved by the FERC, the total proposed increase of 5147 million in the annual revenue requirement, including 
incentives, would increase an average residential custnrnm hill about 1.5%. ComFA requested that the new Uansmission rate, if 
accepted by FERC, be effective as of May 2007. ComEd cannot predict how much, if any. of a transmission rate iItCreaSe FERC may 
approve or when the rate increase may go into effect. 

On March 12,2007. the respondent issued $300 million aggregate principal amount of its First Mortgage 5.90% Bonds due 
Mplch 15,2036. The pmceeds of the bonds were used to refinance outstanding commercial paper and to repay bornwings under its 
revolving credit facility. 
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This R ort Is: Date of Report 
(1) Z h O r i g i m l  (Mo. Da, Yr) 

ame of Respondent 
bmmonwealth Edison Ccrnpny (2) n A  Resubmissiw I 1  

Report in columns (f) and (9) tho amounts of m e r  categsries 01 m e r  cash Row hedges. 

For each category of hedges tha( have been acmunted for as "fair vaiue hedges', report the accounts affened and tha related am& in a fwtnote. 

YearIPekd of Repon 
End01 2WtYQ4 

Minimum Pewion Foreign Currency 
Liability adjusbnent Hedges 

(net amount) 
IC1 id) 

Other 
Adjustment?. 

(01 

IhanAcn219lOhet ncme I 
I 81 Curen1 QuanerNear m Dale Cnanaes .n 

ne 
IO. 

1 

2 

3 

Falr Value 1,708,TI: 
1,708,77: 9 Total (lines 7 and 8) 

10 Balance of Account 219 at End of Cunent 
Charterrfear 609.73: 

Itern Unrealized Gains anc 
k s e r  on AvailaMe- 
lor-Sale S e c u d k  

(a) (b) 
Balance of Acmum 21 9 at Beginning of 
Preceding Year ( 1,754,494 

Preceding mNr to Date Rsclassilications 
frcm Accl219 to Net lnmme 
Preceding QuanerNsar to Data Changes in 
I Fair Value 

I I 

655,45' 
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This Re 011 IS: Dale of Report 
Name of Respondent (1) $pn Original (Mo, Da, Yr) 

YearlPeriod of Report 
Endof 2M)6/m 

Commonwealth Edison Company (2) n A  Resubrnlssion i l  

FERC FORM NO. 1 (NEW 06-02) 

Net Income (Carried Totals for each Other Cash Flow Forward from 
category of items 

Account 219 

Other Cash Flow 
Hedges Hedges recorded in page 117, Line 78) 

Interest Rate SWaPS lsP=ltyl 

Page 122b 

Tot4 
Comprehensive 

Income 

(1) 
(I) (h) (9) 

- 

( 3,897,723) 
( 3,897,723) 

( 3,897,723) 

, . . . - . . - ,  

655,454 

( 1,099,040 
( 1,099,040 

( 
( 
( 

-=9) 655,454 



IDate of Report ]Yeadperiod of Report ... - I,. 

Name of Respondent (This Report ~. is: 

C a m m e a i m  Edison Cmpany 
FOOTNC 

(MO, ua, yrj (1) X A n  Original 

-~ ~ 

bchedule Pa e: lZ(aMb) urn No.: 8 C o l u m g  
Represents'the mark-to-market changes in financial energy hedges. 
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uate ot RePJri 
(Mo, Da, YI) me ot Hapondent 

Commonweallh Edison Company I /  

~~ 

FOR DEPRECIATION. AMORTIZATION AND DEPLETION 

Report in Column (c) the amomt for electric function, in wlumn (d) the amunt fw gas lunchon, in cdumn (e), 0. and (g) repoll other (SpBCifY) and in 
cdumn (I) common function. 

yearwenod n n w n  
Endof 2wCK14 

~ o t a l  Company for the 
current YearIQuarter Ended Classification tine 

NO. 
(a) 

1 UtihtYYant 

2 In Service 

3 Plant in Service (Classified) 
4 Property Under Capital Leases 

5 Plant Purchased 01 Sdd 

6 Completed Ccnsiruction not aassified 

7 Ekperimenlal Plant Unclasmed 

8 Total (3 thtu 7) 

14,629,378,234 

409,703,000 409,m3,0c . 

15,039.081.234 15,039,08#,22 
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This Re RIs: Daft? of Report Yea,/Pericd ot Repot 
(1) $An (Mo, Da. Yr) Endd zChW@ 

Named Respondent 
Original 

Cammonwealm Edlson Company (2) nAResllbmi&on I 1  

SUMMARY OF UTlLlN PLANT AND ACCUMULATED PROVISIONS 
FOR DEPRECIATION. AMORTIZATiON AND DEPLETiON 

Common 
Line 

GaS 0th- (Specify1 Other (Specily) Other (SpedfyJ 

I I I I I '  
I I I 9.  

I I I I 
1 2  

I I I ?  
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