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1 Q. 

2 A. 

Please state your name and business address. 
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My name is Theresa Ebrey. My business address is 527 East Capitol Avenue, 

3 Springfield, Illinois 62701. 

4 Q. Are you the same Theresa Ebrey who previously provided direct and rebuttal 

5 testimony in this proceeding? 

6 A. Yes. I provided direct testimony in this case as ICC Staff Exhibit 1.0 on January 13, 

7 2012 and rebuttal testimony as ICC Staff Exhibit 13.0 on February 24,2012. 

8 Q. 

9 A. 

10 

11 

12 

13 

14 

15 

16 

17 

18 Q. 

19 A. 

20 

What is the purpose of your direct testimony on rehearing? 

The purpose of my testimony is twofold. 

1) I discuss the Commission's past practice with regard to the rate making 

treatment of allowing a return on pension contributions. Given that 

history, I present a ratemaking proposal that calculates a return on 

Commonwealth Edison Company's ("ComEd" or "the Company"), 

discretionary pension contributions that is consistent with the 

Commission's past practice. 

2) I address two sets of misleading statements in ComEd's Application for 

Rehearing ("Application"). 

Are you sponsoring any schedules as part of your testimony? 

Yes. I am sponsoring Schedule 24.1 which presents the calculation of my raternaking 

proposal that provides a return on ComEd's discretionary pension contributions that.is 
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21 consistent with the Commission's past practice. 

22 Q. Are you sponsoring any attachments as part of your testimony? 

23 A. Yes, I am sponsoring the following attachments to my testimony: 

24 Attachment A Company response to Staff data request ("DR") TEE 13.02 

25 Attachment B Company response to Staff DR TEE 13.06 

26 Attachment C Company response to Staff DR TEE 13.07 

27 Attachment D Company response to Staff DR TEE 13.08 

28 Attachment E Company response to Staff DR TEE 13.04 

29 Attachment F Company response to Staff DR TEE 13.03 including TEE 
30 13.03 Attach 1 (CONFIDENTIAL) 

31 Attachment G Exelon 1 O-K 2011 Annual Report - Cover pages and pages 
32 85,133, and 304. 

33 Q. In its Final Order in this proceeding, the Commission concluded a pension asset 

34 does not exist. Is this conclusion consistent with Commission practice? 

35 A. Yes. The Commission's conclusion in this proceeding is consistent with Staff's 

36 recommendation as well as Commission practice insofar as no pension asset upon 

37 which would be allowed a return was found to exist in previous cases. 

38 Q. You refer in this testimony to your ratemaking proposal that provides a return 

39 on CornEd's discretionary pension contributions. Is your ratemaking proposal 

40 consistent with Commission practice? 
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41 A. Yes. In prior rate cases, the Commission has allowed a return on certain discretionary -~ 

42 

43 Q. 

44 

45 

46 A. 

47 

48 

49 

50 

51 

52 

53 

54 

pension contributions. 

Does the Commission's conclusion in this proceeding that no pension asset 

exists conflict with your ratemaking proposal regarding a return on CornEd's 

discretionary pension contributions? 

No. My ratemaking proposal in this case addresses a return on certain discretionary 

pension contributions. My ratemaking proposal does not refer to or rely on a pension 

asset: My primary recommendation is that the Commission affirm its c.Ilnclusion in the 
L't! tfI £d'?s-

May 29,2012 Order that there is no pension asset due to me Ce:i1:liissiGIl'S pension 

plan being under-funded. 

If the Commission, however, determines that some allowance recognizing the 

customer benefits of the discretionary pension contributions should be included in 

rates, I recommend that it adopt my ratemaking proposal in addition to my primary 

recommendation noted above. 

55 Commission Practice 

56 Q. In previous rate cases, how has the Commission addressed CornEd's requests 

57 to recognize a pension asset? 

58 A. In Docket Nos. 05-0597 and 10-0467, the Commission denied the Company's request 

59 to recognize a pension asset for two reasons: 
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61 

62 

63 

64 

65 Q. 

66 

67 

68 A. 

69 

/-, 70 Q. 

71 

72 

73 A. 

74 

75 
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1) A pension asset was not shown to exist since the pension trust fund was not 

overfunded (Docket No. 05-0597, July 26, 2006, Final Order at 39); and 

2) Allowing pension prepayments in the revenue requirement provides a perverse 

incentive for utilities to divert its capital away from utility investments. (Docket No. 

10-0467, May 24, 2011, Order at 51) 

Nothwithstanding the Commission's conclusions that no pension asset exists, 

did the Commission in those prior cases allow a return on CornEd's 

discretionary pension contributions? 

Yes, in both cases, the Commission allowed a return on certain discretionary pension 

contributions. 

In those cases, did the amounts CornEd requested for inclusion in rate base as a 

pension asset match the amounts CornEd reported as a pension asset in its 

2005 and 2009 FERC Form 1 reports? 

No, they did not. The following table shows that the amounts CornEd requested as 

"pension assets" did not match the amounts recorded as "pension assets" in the FERC 

Form 1 reports. 

Pension Asset 
Docket CornEd's Requested Pension in FERC Form 
Number Asset to be included in Rates 1, ACCT # 186, Difference 

page 233 
Amount Description 

05-0597 $803,000,000 discretionary pension 
contribution (2005) 

$937,956,000 $134,956,000 

10-0467 $92,500,000 jurisdictional $907,476,000 $949,932,000 
discretionary pension 
contribution '(2009) 
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You indicate that while the Commission did not recognize a pension asset for ,j 

CornEd for ratemaking purposes, a return on its discretionary pension 

contributions was granted. Please elaborate. 

The Commission granted a debt-based return on three occasions with respect to the 

2005 discretionary pension contributions and on one occasion with respect to the 2009 

discretionary pension contribution. 

On the 2005 Discretionary Pension Contribution: 

1) Docket No. 05-0597 on Rehearing - The Commission recognized that Exelon's 

discretionary contributions for ComEd ($803 million) provided customer benefits 

through a reduction in future pension expense. The Commission granted a long-

term debt based return on the $803 million hypothetical debt ComEd would have 

had to borrow to fund the discretionary pension contribution. Thus, the return of 

$25.3 million was granted as an operating expense. (Order, Docket No. 05-0597 on 

Rehearing, December 20, 2006, Appendix A, page 2, column (d)) 

2) Docket No. 07-0566 - Consistent with the previous case, the Commission 

continued to recognize the customer benefits of the $803 million discretionary 

contribution that Exelon made in 2005 and approved a revenue requirement that 

reflected the long-term debt return of $25.4 million. (Docket No. 07-0566, ComEd 

Ex. 7.1, Schedule C-2.18). At ComEd's request, the Commission included in its 

Amendatory Order a statement that clarified that the recovery the Commission 
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96 granted in Docket No. 05-0597 was not a return on a pension asset, but rather a 

" 97 return on the discretionary pension contribution made in 2005: 

98 In accordance with our Order in Docket 05-0597, ComEd did not include the 
99 $803 million pension contribution in rate base and instead, included an annual 

100 debt return on the pension contribution of 4.75%. In this proceeding, CornEd did 
101 not re-litigate the merits of including the pension contribution in rate base. ' 

102 3) Docket No.1 0-0467 - The Commission approved Staff's proposal that reduced the 

103 outstanding debt balance for ComEd associated with the hypothetical borrowing for 

104 the 2005 discretionary pension contribution since the principal debt balance would 

105 have decreased over time. Thus, $18.75 million was granted as an operating 

106 expense. (Docket No. 10-0467, Staff Exhibit 18.0, Schedule 18.02, and Order, May 

107 24, 2011, page 98) 

( 

,08 On the 2009 Discretionary Pension Contribution: 

109 In Docket No.1 0-0467, the Commission recognized the customer benefit associated 

110 with a discretionary pension contribution and granted a limited return on the $92.591 

111 million discretionary pension contribution made by ComEd in 2009.2 The Commission 

112 granted a return of $6.464 million as an operating expense which the Company 

113 calculated to be the ratepayer benefit obtained by ratepayers from this discretionary 

114 contribution. (Order, Docket No. 10-0467, May 24,2011, pp. 50-51) 

115 Current Case 

1 Docket No. 07-0566, November 3. 2008. Amendatory Order at 1-2. 
2 ComEd made a $152 million extra pension contribution in 2009. Of that amount, $92.59 million is the ICC 

~, jurisdictional portion that ComEd sought to include in the revenue requirement. (Order, May 24, 2011, p. 49) 
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Did CornEd make a discretionary pension contribution in 2010? If so, what 

treatment for this contribution did it seek from the Commission in Docket No. 

11-0721? 

Yes. CornEd made a discretionary pension contribution in 2010 of $230.6 million and 

asked the Commission to recognize that amount as a pension asset along with its 

other normal pension contributions net of pension accruals (for a total of $1.038 billion) 

in the instant proceeding. ComEd further asked that such amount be allowed a long-

term debt retum. (ComEd Ex. 4.1, Sch FR C-3) 

What was the Commission's conclusion regarding CornEd's request to 

recognize a pension asset in this rate case? 

The Commission denied the request on the basis that a pension asset was not shown 

to exist since the pension trust fund was not overfunded. (Order, May 29, 2012, pp. 

113-114) 

Are there additional arguments to support the Commission's conclusion? 

The following arguments not previously raised in the record should be noted as 

additional support for the Commission's conclusion. 

1) The FERC Uniform System of Accounts ("USOA"), which governs how 

companies report amounts recorded in their respective FERC Form 1 

reports does not mention nor define the term "pension asset." The FERC 

USOA has no account titled, "Pension Asset." Likewise, there is no 
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instruction that states in what account a pension asset is to be recorded. 

Therefore, a company would have considerable discretion in what it could 

include or exclude in the category of pension asset. and 

2) The amount that Com Ed chose to reflect as a pension asset on its FERC 

Form 1 report reflects both its normal pension contributions (i.e., the 

required minimum contribution per applicable law) and discretionary pension 

contributions. In response to Staff DR TEE 3.08, the Company provided an 

analysis of the change in its pension asset during the period 2003 - 2010. 

That schedule, which was put into the evidentiary record as ComEd Cross 

Ex. 11 (Ebrey), reveals the pension asset presented by ComEd includes 

both normal pension contributions on line 6 and "special contributions" 

47 (discretionary pension contributions) on line 7. 

148 Ratemaking Proposal 

149 Q. Describe your ratemaking proposal regarding the pension issue that is 

150 consistent with the Commission's practice. 

151 A. As described above, while the Commission has never recognized that ComEd has a 

152 pension asset, it has granted ComEd a long-term debt based return based on the 

153 discretionary pension contributions. In this case, the Commission has concluded, in 

154 considering the pension asset protocol, that no pension asset exists. However, my . 

155 proposal, consistent with Commission practice, provides a long-term debt based return 

156 on the discretionary pension contributions that Exelon and ComEd have made, limited 

157 to the ratepayer benefit resulting from those discretionary contributions . . ~ 
9 
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Explain how one would determine the return to be allowed under your 

ratemaking proposal for the discretionary pension contributions. 

The determination of the pension return amount under my ratemaking proposal 

consists of three parts: 

1. Continue to recognize a return on the 2005 discretionary pension contribution -

Per the Commission's Orders in Docket No. 05-0597 on Rehearing and in 

Docket No.1 0-0467, this return amount would be calculated based on a 

hypothetical debt issuance by CornEd as if Exelon had not funded this 

discretionary pension contribution. The balance of this hypothetical debt would 

decline over time, so the calculated return can likewise be expected to decline. 

Since rates being developed in this docket are based on the 2010 calendar 

year, the appropriate corresponding return for the 2005 discretionary pension 

contribution is based on the assumed remaining balance of the hypothetical 

debt at the end of 2010 or $19.346 million.3 (Schedule 24.1, lines 1-13) 

2. Return on the 2009 discretionary pension contribution - Per the Commission's 

order in Docket No. 10-0467, this return amount was calculated by CornEd 

witness Kathryn M. Houtsma based on the ratepayer benefit in 2010 from the 

discretionary pension contribution made in 2009 4 Since the rates being 

developed in this docket are based on the 2010 calendar year, the appropriate 

'In Docket No. 10-0467, the return allowed for the 2005 discretionary pension contribution was lower, $18.75 
million, because that case was setting rates to be in effect for the future period beginning June 1, 2011. 
4 ComEd Ex. 29.6, p. 1 of 2, Nov. 23, 2010. 
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corresponding return for the 2009 discretionary pension contribution is $6.464 

million. (Schedule 24.1, line 14) 

3. Return on the 2010 discretionary pension contribution -In 2010, the 

discretionary pension contribution came from ComEd's internally generated 

funds - provided by ratepayers, not investors - and, thus, the return calculation 

based on a hypothetical debt issuance would not be appropriate to use here.s 

Based upon the Cornpany response to Staff DR TEE 13.02, the discretionary 

pension contribution made by ComEd in 2010 did not reduce 2010 pension 

expense.6 Therefore, there was no ratepayer benefit in 2010 that resulted from 

the 2010 discretionary pension contribution. The Cornpany has indicated the 

ratepayer benefit from this 2010 discretionary contribution will not be realized . 

until 2011. (Schedule 24.1, line 15) 

Identify the key features of your ratemaking proposal. 

The key features include: 

191 • The proposal is consistent with the Commission's practice in providing a return 

192 for Exelon's and ComEd's discretionary pension contributions; 

193 • The proposal addresses the Commission's concern in Docket No.1 0-0467 that 

194 allowing pension prepayments in the revenue requirement provides a perverse 

195 incentive for utilities to divert its capital away from utility investments by 

5 Company response to Staff DR TEE 3.06 
,~'. 6 Company response to Staff DR TEE 13.02. (Attachment A) 
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maintaining the Commission's decision not to recognize the discretionary 

pension contribution as a pension asset; 

• The proposal is consistent with the Commission's recognition in Docket Nos. 

05-0597 and 10-0467 that ratepayers derive a benefit from ComEd's 

discretionary pension payments. 

• The proposal is consistent with the Commission's recognition in Docket Nos. 

05-0597 and 11-0721 that a pension asset exists only when the pension trust 

fund is overfunded. 

If the Commission adopts this ratemaking proposal, please summarize how past 

and future pension contributions would need to be handled to be consistent 

with this decision. 

If the Commission were to adopt this rate making proposal, the general policy would 

effectively be to recognize a long-term debt based return on discretionary pension 

contributions only to the extent that the discretionary pension contributions benefit 

ratepayers in the applicable rate year. Specifically, there would be two different 

calculations to apply this policy. The first calculation would involve the 2005 

discretionary pension contribution only. In future cases, the ratepayer benefit from the 

2005 discretionary contribution would be recognized as a long-term debt based return 

on a declining hypothetical debt balance that was initially established in the 

Commission Order in Docket No. 05-0597 on Rehearing. 

The second calculation involves determining the long-term debt based return on future 

discretionary pension contributions limited to the ratepayer benefit in the form of 
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reduced pension expense that applies to the rate year at issue. For example, the 

Company has indicated that its discretionary $230 million pension contribution in 2010 

will reduce pension expense in 2011. Therefore, in the Company's formula rate case 

based on calendar year 2011 data (assuming no pension asset is recognized), the 

commensurate ratepayer benefit from that 2010 discretionary pension contribution 

would be recognized as an operating expense. The calculation process would be 

similar to that adopted by the Commission in Docket 10-0467. (Docket No.1 0-0467, 

Staff Exhibit 18.0, Schedule 18.01) 

Would that same calculation be made over a number of years for the 

discretionary contribution made in a single year? 

No, the customer benefit for the discretionary contribution made in a single year 

should only be considered in the initial year that such a ratepayer benefit is realized .. A 

discretionary contribution is, in effect, a prepayment of a future minimum funding 

contribution. While it is probable that there might be a rate payer benefit that 

continues beyond the next year, the various dynamic factors that would impact the 

pension calculations make an accurate calculation next to impossible. As the 

Company itself acknowledged, the components that are used in determining pension 

costs include "discount rate, expected retum on assets, salary growth rate, retirement 

age, employee turnover, and mortality, among others".7 Since the total pension 

funding amount is not static and is affected by a variety of components that change 

r' 7 Company response to Staff DR TEE 13.06. (Attachment B) 
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over time, accurately determining the ratepayer benefit of the discretionary pension 

contributions throughout the life of the pension fund would be technically infeasible. 

How will this return be reflected in future formula rate revenue requirements? 

The amount determined through this ratemaking proposal would be included in the 

Operating Statement as "Pension Funding Costs" consistent with the treatment in 

Docket Nos. 05-0597 and 10-0467. 

Has the Company provided an opinion as to whether allowing a return on the 

discretionary pension contributions, as has been the Commission's practice, 

would be appropriate? 

The Company indicated in response to Staff discovery with regard to the discretionary 

contributions made to the ComEd pension plan in 2005, 2009, and 2010 that "the 

recovery provided by the order in ICC Docket No. 10-0467 is not consistent with the 

requirements of Section 16-108.5(c)(4)(D)".8 

How do you respond? 

As I stated above, my ratemaking proposal is unrelated to the pension asset protocol. 

253 The Commission has concluded in this proceeding that ComEd had no pension asset 

254 for ratemaking purposes. My ratemaking proposal therefore looks to Commission 

255 practice. The Orders in Docket Nos. 05-0597 and 10-0467 provided a debt return on 

256 the discretionary pension contributions (as an operating expense) to the extent that 

8 Staff Cross Ex. 10 and Staff Cross Ex. 11. 
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L57 they provided ratepayer benefits. Section 16-108.5 states that the formula rate 

258 approved by the Commission shall: 

259 (1) Provide for the recovery of the utility's actual costs of delivery services that 
260 are prudently incurred and reasonable in amount consistent with Commission 
261 practice and law. (Section 16-108.5(c)(1)) . 

262 To the extent that these discretionary pension contributions are deemed to be prudent 

263 and reasonable costs of the Company's delivery services, it is consistent with 

264 Commission practice that they be reflected in rates in the manner discussed above. 

265 Recommendation 

266 Q. What do you recommend to the Commission regarding the pension asset issue 

267 on rehearing? 

268 A. I recommend that the Commission affirm its conclusion in the May 29,2012 Order that 

269 there is no pension asset due to the pension plan being under-funded. 

270 If the Commission, however, determines that its practice should be recognized and 

271 some allowance recognizing the customer benefits of the discretionary pension 

272 contributions should be included in rates, the Commission should adopt my 

273 rate making proposal. The information is also presented in my Schedule 24.1 which is 

274 consistent with the Commission's practice. 

275 MISLEADING STATEMENTS IN COMPANY'S APPLICATION 

276 Q. Which misleading statements by the Company are you addressing? 
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I will address two sets of statements made by the Company in its Application that 

278 pertain to: 1) the claimed reduction in jurisdictional pension expense; and 2) claims 

279 made with regard to the discretionary funding of the Company's pension plan. 

280 Jurisdictional Pension Expense 

281 Q. In its Application, the Company stated: 

282 
283 
284 

285 

286 

287 

288 

289 

290 

291 

292 

293 

294 

295 

296 

297 

A. 

The undisputed evidence in this case shows that, because of ComEd's 
contributions to its pension plan, jurisdictional pension expense was reduced 
by $61 million. (Application for Rehearing, p. 10) (Emphasis not added) 

Do you agree that the jurisdictional pension expense was reduced by $61 

million? 

No, I do not. The calculation of the impact to jurisdictional pension expense of 

ComEd's contributions to its pension plan would .be affected by market conditions. The .. / 

Company's calculation of the $61 million,9 however, ignores the impact of the market 

on the pension contributions made during the seven-year period 2003 through 2009. '0 

The Company's calculation incorrectly assumes that the investments made with the 

contributions over the seven-year period maintained their value throughout the period. 

The Company's response to Staff DR TEE 13.08 confirms that the pension plans 

experienced "significant market losses during 2008". Consequently, the investments 

made prior to 2008 would have decreased in value by 2010. Therefore, the ratepayer 

benefit would not be calculated on the amount of the initial contribution but on the 

current, lesser value of those investments. 

9 Com Ed Cross Ex. 12 (Ebrey). 
10 Company Responses to Staff DRs TEE 13.07 and TEE 13.08. (Attachment C and Attachment D) 
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Moreover, the Company's calculated reduction to pension expense is based on ALL 

contributions to the pension plan over the seven-year period used in the calculation. 11 

In every recent order in which the Commission considered the recovery of pension 

funding costs (i.e., Docket Nos. 05-0597, 07-0566, and 10-0467), however, the 

Commission only considered the reduction in pension expense (i.e., the ratepayer 

benefit) that resulted from the discretionary pension contributions made in 2005 and 

2009. At no time has the Commission granted recovery of costs for normal quarterly 

contributions based on their impact on pension expense. 

Discretionary Funding of the Company's Pension Plan 

Please provide a brief overview of how the Company's pension plan is set up 

and recorded on its books. 

ComEd participates in Exelon's pension plan rather than having its own stand-alone 

pension plan. Therefore, to accurately understand ComEd's pension situation, one 

must bring together ComEd's share of all the applicable components of Exelon's 

pension situation. In other words, ComEd's part mirrors the whole. Exelon's SEC 

financial statements show a net pension obligation rather than a pension asset. 12 

ComEd reports a pension asset in its FERC Form 1 based on intercompany 

transactions with Exelon that reflect ComEd's share of Exelon's pension situation. 

Specifically, the pension asset on ComEd's books only reflects the cumulative 

difference between its pension accruals (as determined by the actuarial study each 

11 CornEd Cross Ex. 12 (Ebrey). 
12 See Exelon's 12/31110 SEC 10-K, p. 272 (Benefit obligation of $12.524 billion - Fair value of plan assets of 

!~ $8.859 billion = Pension obligation of $3.665 billion). 
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year) and the pension contributions made by ComEd (which consists of the required) 

minimum contribution and any discretionary pension contributions). It does not reflect 

the substance of ComEd's share of the total Exelon pension status - that ComEd (and 

Exelon, on a consolidated basis) has a pension liability.13 The Company admits that 

in preparing the Exelon consolidated financial statements that the pension asset for 

each of the Exelon subsidiaries is "reclassified and netted against the pension 

obligation to reflect the total Exelon consolidated liability". 14 It is undisputed that 

ComEd's pension is only 68.2% funded as of December 31, 2010. 15 Further, ComEd 

admits that prior to 2004 it did not record its pension accruals and pension 

contributions as a pension asset but as a pension liability. (Com Ed Cross Ex. 11 

(Ebrey)) 

In its Application for Rehearing. ComEd states that: 

...the Commission disregards the importance of creating the proper 
incentives, citing the fact that as of December 31, 2010, ComEd's pension 
plan was 68.2% funded. The Commission has apparently inferred from 
this that CornEd is not "committed" to funding the plan above the 
minimum required by law. That inference, however, is not only 
unsupported by evidence but is contradicted by it. CornEd's 
contributions are not only far in excess of the minimum required by law, 
they continue to increase the level of funding. (CornEd Application for 
Rehearing, p. 10) 

339 Please comment. 

13 The liability is labeled "Pension obligation" on Combined Exelon. Exelon Generation Company. LLC. Com Ed. 
and PECO, 2010 Annual Report on Form 10-K. pursuant to section 13 and 15(d)). Filed on 2/10/2011, Filed 
Period 12/31/2010, p. 161. 
14 Company response to Staff DR TEE 13.04. (Attachment E) 
15 Company response to Staff DR TEE 3.08. also Staff Ex. 1.0, Attachment B. 
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Altogether, these statements give the misleading impression that: 1) the Company 

has consistently provided pension contributions far in excess of the minimum required 

by law; and 2) the Company is committed to funding its pension plan above the 

minimum required by law. These statements, however, are not bome out by the facts 

provided by the Company in this proceeding nor relevant facts in the Company's 

financial statements. 

First, while the record shows that the Company did make discretionary pension 

contributions in 2005, 2009 and 2010, it also shows that it did not make discretionary 

pension contributions in 2003, 2004, 2006, 2007 and 2008. Thus, in those five years, it 

did not contribute in excess of the minimum required by law. (ComEd Cross Ex. 11 

(Ebrey)) 

Second, the Company's pension funding strategy which it provided to the Exelon 

Third, the Company in its 2011 Financial Statement indicates that the large 

contribution made in 2011 that led to its pension plan being 83% funded which the 

Company discussed in its application for rehearing (ComEd Application for Rehearing, 

16 The document discussed in the response to Rehearing TEE 13.03 as "TEE 13.03 Attach 1 
(CONFIDENTIAL)" was actually labeled "REHEARING TEE 13.01_Attach 1 (CONFiDENTIAL)". The document 

,~ provided by the Company is Attachment F to this testimony. 
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359 p. 10) was made to give the Company flexibility around the timing of.future minimum 

360 contributions.17 

361 Thus, consistent with this pension funding strategy going forward, it is not surprising 

362 that for 2012, Exelon's plan is to contribute only $22 million into ComEd's pension 

363 plan. 18 

364 Q. Does this conclude your prepared direct testimony on rehearing? 

365 A. Yes, it does. 

17 Exelon and CornEd 2011 10-K, p. 85. (Attachment G) 
18 Exelon and CornEd 2011 10-K, pp. 133 and 304 (Attachment G). 
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Commonwealth Edison Company's Response to 
Illinois Commerce Commission ("STAFF") Data Reqnests 

REHEARING TEE 13.01 - 13.09 
Date Received: July 9, 2012 
Date Served: July 13, 2012 

REQUEST NO. REHEARING TEE 13.02: 

Using the same methodology used in the Company's response to Staff data request BAP 1.04 in 
Docket No. 10-0467, please provide the calculation of reduction in pension expense in 2010 
resulting from the $230,685,000 discretionary contributions allocated to Com Ed made to the 
pension trust in August 20 I 0 and September 20 I O. 

RESPONSE: 

As discussed in the surrebuttal testimony of ComEd witness Ms. Houtsma, (Com Ed Ex. 21.0, 
13 :269-278), ComEd' s 20 10 pension contribution did not reduce 2010 pension expense as 
ComEd's actuarial consultant detennined the 2010 expense allocable to ComEd based on the 
January 1,2010 valuation (updated in March 2010 to reflect final January I census data) and the 
contributions were not contemplated in that valuation. The actuarial valuation that establishes 
pension expense for the following year takes expected contributions and benefit payments into 
consideration; if additional (or lesser) contributions are made, the amount of pension expense is 
not adjusted unless the plan is remeasured. 
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Commonwealth Edison Company's Response to 
Illinois Commerce Commission ("STAFF") Data Requests 

REHEARING TEE 13.01 -13.09 
Date Received: July 9, 2012 
Date Served: July 16, 2012 

REOUEST NO. REHEARING TEE 13.06: 

Please explain when the pension expense for each year is determined and what specifically is 
included in making that determination. 

RESPONSE: 

CornEd objects to this data request on grounds that it does not seek information that is relevant to 
any factual issue on rehearing and is not reasonably calculated to lead to the discovery of 
admissible evidence. CornEd further objects to this data request on grounds that it requires 
ComEd to produce information that was available at the time of the initial proceedings in this 
docket. .Subject to and without waiving these objections, CornEd responds to this data request as 
follows. 

Net periodic pension cost is actuarially determined at the beginning of each year, based on the 
plan obligation and measurement assumptions at the beginning of the year. Some of the key 
measurement assumptions include discount rate, expected return on assets (EROA), salary 
growth rate, retirement age, employee turnover, and mortality, among others. Net periodic 
pension cost also reflects expected contributions to be made during the current fiscal year. 
Current year contributions that differ from beginning-of-year expectations are reflected in the 
following year's pension costs. The net periodic pension cost is also based on paJ1icipant census 
data as of the beginning of the year. Given that final census data is typically not available by the 
time net periodic pension cost is recorded for the first month of the year, many companies, 
including Exelon, initially use an estimate of beginning-of-year census data and record a "true­
up" later in the year once final census data is available. Exelon typically receives an actuarial 
report based on final January I st census data and records its "true-up" to current year pension 
cost in March of each year. In this March report, CornEd's pension cost for the year is 
determined. For the March 2010 actuarial report and the assumptions used in making the 
determination of pension cost for that year see those Corrected documents CornEd provided 
pursuant to General Information Requirement Section 285.305(g) (CONFIDENTIAL). At that 
point, pension costs are generally fixed, although costs could change if a re-measurement of the 
plan were required during the year, which would occur in the case of a significant event such as a 
major plan amendment or settlements. A settlement is a transaction that relieves the employer of 
responsibility for a benefit obligation under the plan, such as paying a lump sum to a participant. 
A re-measurement is triggered if the settlement of obligations exceeds a certain threshold. 
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Net periodic pension cost includes the following components which are determined in each 
actuarial valuation: 

• Service cost - represents the portion of the net benefit cost attributable to the additional 
benefit earned by an employee for service performed for the entity during the year. The 
service cost recognized in net periodic pension cost is the actuarially determined present 
value of projected benefits attributed to that period based upon the pension plan benefit 
formula. 

• Interest cost - represents the portion of net benefit cost attributable to the cost of carrying 
the pension obligation from one period to the next. The projected benefit obligation 
(PBO) is measured at present value, using a discount rate representing the time value of 
money. Thus, the interest cost component of pension cost is the increase in the PBO due 
to the passage of time. 

• Expected retum on plan assets - represents the portion of net benefit cost attributable to 
the expected increase in the value of plan assets over the course of the year. The 
expected return on plan assets is the product of the expected long-term rate of return 
(EROA) on plan assets and the market-related value of plan assets. The EROA has the 
effect of reducing pension cost and is estimated based on market conditions and the 
nature of the assets. 

• Amortization of prior service cost / credit - arises from plan amendments that increase / 
decrease benefits for service rendered in prior periods. It is measured by the increase in 
the PBO at the date the amendment is adopted. Prior service cost / credit is amortized as 
a component of net periodic pension cost over the estimated average remaining service 
period of impacted plan participants. 

• Amortization of gains / losses - arise from experience that is different from assumptions, 
or changes in assumptions (sllch as asset returns that differ from expectations). Exelon 
amortizes its gains and losses as a component of net periodic pension cost if they exceed 
a corridor, defined as the greater of 10 percent of the PBO or 10 percent of the market­
related value of plan assets at the beginning of the year (Exelon's PBO is greater than the 
market-related vallie of plan assets). Gains or losses that exceed the corridor are 
amortized over the estimated average remaining service period of active employees 
expected to receive benefits. 
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Commonwealth Edison Company's Response to 
Illinois Commerce Commission ("STAFF") Data Requests 

REHEARING TEE 13.01 - 13.09 
Date Received: July 9, 2012 
Date Served: July 16, 2012 

REQUEST NO. REHEARING TEE 13.07: 

Referring to Company Exhibit 12.1, please explain why the expense for 2005 decreased by 2/3 
from the 2004 level when the discretionary contribution in 2005 was not made until March? 

RESPONSE: 

ComEd objects to the question as vague and ambiguous as ii implies that a 2/3 reduction in costs 
from 2004 to 2005 was not appropriate without providing a foundation for that assumption. 
CornEd also objects to the question on grounds that it does not seek facts relevant to any issue on 
rehearing and not reasonably calculated to lead to discovery of admissible evidence. ComEd 
further objects to the question as it mischaracterizes the data provided in CornEd Ex. 12.1. 
ComEd Ex. 12.1 does not include amounts for either 2005 or 2004 pension expense. 
Com Ed Ex. 12.1, line 3, presents the annual changes to the pension asset/liability accounts that are 
accrued as a combination of pension expense and capitalized pension costs. Notwithstanding these 
objections, Com Ed responds as follows: 

A variety of factors that are subject to change from year to year are used to determine annual 
pension costs, including, but not limited to, contributions to the pension fund, the discount rate 
used to value future pension obligations, investment returns, and various actuarial assumptions 
regarding the demographics of the employee and retiree population. Pension costs (O&M and 
capitalized amounts) in 2005 of$22.4 million were lower than the comparable amount of 
$62.0 million in 2004 principally due to the contribution of $803 million to the pension fund in 
March 2005, partially offset by the impacts of a decrease in the discount rate from 6.25% in 2004 
to 5.75% in 2005 (which has an adverse impact on pension costs). 

ComEd also notes that the March 2005 contribution was made before the actuarial valuation for 
2005 was completed, and therefore the contribution was able to be considered in the 2005 actuarial 
valuation. 
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Commonwealth Edison Company's Response to 
lIJinois Commerce Commission ("STAFF") Data Requests 

REHEARING TEE 13.01 - 13.09 
Date Received: July 9, 2012 
Date Served: July 13, 2012 

REQUEST NO. REHEARING TEE 13.08: 

Referring to Company Exhibit 12.1, why did the expense increase by 20% in 2010 over the 2009 
level after an additional $152 million was contributed to the plan in 2009? Please explain why 
expense in 20 I 0 did not decrease given the influx of cash in 2009. 

RESPONSE: 

ComEd interprets this data request referring to the increase in the accrual (including amounts 
charged to expense and capital) in 2010 over 2009, ($124,022,000) and ($102,676,000), 
respectively, rather than the expense as neither year's expense is provided on ComEd Ex. 12.1. 
Given that interpretation, Com Ed responds as follows: 

The increase in the 2010 accrual (costs) was driven mainly by a decrease in the applicable 
discount rate (5.83% in 20 I 0 and 6.09% in 2009). Additionally, the pension plans experienced 
significant market losses during 2008, which contributed to the higher costs in 2010. These 
increases in the costs were partially offset by the impact of the 2009 contribution (which reduced 
the accrual). 
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ICC Docket No. 11-0721 (ON REHEARING) 

Commonwealth Edison Company's Response to 
Illinois Commerce Commission ("STAFF") Data Requests 

REHEARING TEE 13.01 - 13.09 
Date Received: July 9, 2012 
Date Served: July 16, 2012 

REQUEST NO. REHEARING TEE 13.04: 

Please provide all entries that were made in the consolidation process to prepare the Exelon 
Consolidated financial statements that eliminated the pension asset that appeared on the Exelon 
Generation Company, Commonwealth Edison Company, and PECO Energy Company for the 
year ended December 31, 2010. 

RESPONSE: 

Com Ed objects to this data request on grounds that it seeks infonnation that is not relevant to any 
issue on rehearing and is not reasonably calculated to lead to the discovery of admissible 
evidence. ComEd further objects to this data request on grounds that it is duplicative of other 
data requests that have already been responded to and does not seek any other information that 
was not available at the time of the proceedings in this case prior to rehearing. 

Journal entries made in 20 I 0 for the pension plan on either ComEd's or Exelon's books were 
provided in ComEd's Response to Staff Data Request TEE 3.02. The attachment labeled as 
REHEARING TEE 13.04_Attach I includes this detail as well as a summary of the entries. The 
pension asset is not "eliminated" but rather reclassified and netted against the pension obligation 
to reflect the total Exelon consolidated liability. ComEd also notes that, as described in its 
Response to Staff Data Request TEE 3.07, and in the Surrebuttal Testimony of Kathryn M. 
Houtsma, ComEd Ex. 21.0, 9: 185-9:200, Exelon has recorded a regulatory asset that is directly 
related to and offsets ComEd's total pension obligation and should be considered when 
evaluating Exelon's total consolidated position. The table below shows Exelon's consolidated 
rec1ass to reflect the ultimate consolidated obligation position. 

CornEd Pension Asset 

PECO Penslon Asset 

Exelon Generation Pension .Asset 

Exelon Consolldated Redass to ObHgatlon 

1,039 

281 

1,236 

(21556j 

';'Tie~ to. ~>:=IQ.f1'~ 20.10 Form iO-r:, E¥.2.lof' Generation p-ag,; 156, 0:lmEd page 

"1;::, ilr",a PE.X psg.; "In. 

,ii 

!} 

1, 
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ICC Docket No. 11-0721 (ON REHEARING) 

Commonwealth Edison Company's Response to 
Illinois Commerce Commission ("STAFF") Data Requests 

REHEARING TEE 13.01 - 13.09 
Date Received: July 9, 2012 
Date Served: July 16, 2012 

REQUEST NO. REHEARING TEE 13.03: 

Please provide the analysis, studies, reports, etc. used by Exelon and/or ComEd in the determination' 
to make the discretionary contributions to the pension trust in 2010. Include all alternative uses 
considered for the funds that were contributed to the trust and reasons for rejecting them. 

RESPONSE: 

Com Ed objects to this data request on grounds that it does not seek information that is relevant to 
any factual issue on rehearing and is not reasonably calculated to lead to the discovery of admissible 
evidence. ComEd fUliher objects to this data request on grounds that it requires ComEd to produce 
infonnation that was available at the time of the initial proceedings in this docket. Subject to and 
without waiving these objections, ComEd responds to this data request as follows. 

The attachment labeled as TEE 13.03_Attach I (CONFIDENTIAL) includes materials presented 
regarding the pension funding strategy to the Exelon Board of Directors on April 27, 20 I O. Due to 
the nature of the information contained in this attachment, only a CONFIDENTIAL version of the 
attachment is being provided. 
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UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

WASHINGTON, D.C. 20549 

FORM 10-K 
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IRl ANNUAL REPORT PURSUANT TO SECTION 13 OR 15{d) Of THE SECURITIES EXCHANGE ACT Of 1934 
for the Fiscal Yur Ended OecemlH>r 31, 2011 

OR 
o TRANSITION REPORT PURSUANT TO SECTION 13 OR 15{d) Of THE SECURITIES EXCHANGE ACT Of 1934 

!;omml •• km FII. 
N ,mb.! 

1-16169 

333-85496 

1-1839 

000-16844 

HI' clf"b Class 

Exo<1 Namo 01 Flogl.t'anl ao Spoclllod In lis Cl>art.,: 
Sl.to ollnco'l>Ofal.,n: Add •••• 01 Principal 

Eur "'y• DUke'. 'nd fi'e-hoM N 'mher 

EXELON CORPORATION 
I. P""nsyhtonta CO'I>O"'1IO") 
1 0 South Oearborn Stroot 
P,O. Box 805379 
Chicago, Illinois 60660-5379 
(312) 394-7396 
EXELON GENERATION COMPANY, LlC 
10 Pennsylvania tlm;lod lloblllly company) 
300 E~(lion Way 
Kennelt Square. Pennsylvania 19348-2473 
16(0) 765-5959 

COMMONWEALTH EDISON COMPANY 
Ian Illtnol. "","poradan) 
440 South LaSalJe Streel 

f~I~3~1:I~n3o~~ 60605-1 028 

PECO ENERGY COMPANY 
I. P.M.yl .... nl. cOfpo,~lIon) 
P.O. Box 8699 
2301 Market Sireet 
Philadelphia, Pennsylvan.a 19101-8699 
(215) 841-4000 

Securities registered pursuant to Section 12{b) oithe Act: 

EXELON CORPORATION: 
Common Slock, without par value 
PECO ENERGY COMPANY: 
Cumulative Praferred Siock. without par value: $4.68 Senes, $4.40 Series. $4.30 SeI"i.es and $3.80 Selles 
Tlust Receipts of PECO Energy CapIta! T,us! lit, eaell rep,esenl<ng a. 7.38% CumulatIVE! Pr.eletred 

Security. Senes D. $25 stated value, Issued by PECO Energy Capltat, L.P. and unoond'tlonnlly 
guaranteed by PECO Energy Company 

Securities registered pursuanl to Section 12(g) 01 the Act: 

COMMONWEALTH EDISON COMPANY: 
Common Stock Purchase Warronts. 1971 Warrants and Senll"S B Wall'ants 

23-3064219 

36-{)93B600 

23-0970240 

N~"", of Each Exchange on 
WhIGbRftpl,·· .. 1 

New Yor~ and Chicago 

New York 
NewYDI"k 



Tnble of Contgt1ls 

Docket No. 11-0721 On Rehearing 
ICC Staff Exhibit 24.0 
AttechmentG 

$650 ~ilfi~~~i~~~I~~:lfsC S~~';i~~~~~?~~ ~~i~srt ~~~r:;3~de~r:;~~ a~t~rSi~~;:~~C~U~~: :if;~n~~~~t~;e:'~~~~~I~r,: M!11:;sof 
secllon below and Note 2 oIlhe Combined Notes to Consolidated Financial Statements for additional inloonation onlhe utility infrastructure 
projects 

liquidity and Cost Management 
Pension Plan Funding. In January 2011. helon contributed $2.1 billion to lis pensiOn plans which. along with other faclors, increased 

the fUnded status of the Exolon pension plans to 83% at December 31. 20111rom 71% at December 31. 2010. ThIS cOntril>ullOn creates 
He~ibitily around the ~mlng of future exp~led minimum contributions. decreases future pension costs. and allows Exelon to further pursue its 
liability hedge sualegy In order 10 reduce: tho volatMy 01 fIs pens'on assets relatlv", to lis penston IISbolltl1lS. 

Financing Activities. On January 16. 2011. ComEd issued $600 million 011.625% F'lSt Mortgage Bends due January 15, 2014. The 

~1\~C~td o~~~~;:~.C~~~~C1n~i~~~t~s~~~r.:~c~~~~tn~~Ya~0~ t~s~it~'jatZt~O~! ~~~~~~~~I~b~~i:~~~:'St~exd.f;;':/~t~1ns in 
2010 allowing lor 100% I>onus depre-ciatian deductions in 201 1 and 2012. fls a result, the immediate use 01 tho not proceeds t<J fund th", 
planned contribullon will allowlhose future- cash receipts to be ava~able to lund capital Investmenl and for general corporate purposes. 

On September 7. 2011. CornEd issued $250 million of 1.95% First Mortgage Bonds due September 1. 2016 and $350 million 01 3.40% 
First Mortgage Bonds due September 1. 2021. The majority of the nel proceeds 01 lhe I>onds was used to refinance $191 million of CornEd's 
variable- rate tax-e~empt bonds on October 12. 201 1 and $345 mllhon of eomEd·s 5.40% First Mortgage Bonds due Oecember 15. 2011. The 
remainder of the nel proceeds were US<ld 10 lund other gooeral corporate purposes. 

Credit Facilities. On Mareh 23. 201 1, Exelon Cerporate. Generation and PEeo replaced Iheirunsecured revotving credit facilities w~h 
new facil,lles wilh aggregale ban~ commitments of $500 million, $5.3 billion and $600 miltion, mspoctively. Mhough the covenants are largely 
the same as Ihe prior faCIIllles. the n(>W ladllties havo htgherbocrowlng cosls. renecllng current market pricing. See Note 10 of the Combined 
Notes 10 Consohda!ed FtnanrJal Statemoots for further informallOn regarding those costs 

ComEd·s $1.0 billion urlSecured revolving credit facillly expires on March 25, 2013 unless extended in accordance w!lh terms. CornEd 
plans to renew or replace the credit facility in 2012. See Note 10 01 the Combined Noles to Conoondated Financial Statements for fUr1her 
information regarding the credit faciljly terms. 

On Oclober 21. 2011. Generation, CornEd and PECO replaced their expinng mino~ly and community bank credit facihty agreements 
with n(>W minority and community bank credit lacility agreements in the amounlS 01 $50 m~lion. $34 million and $34 I11illion, respeclively ... See 
Nole 10 ofth", Combtn",d Notes 10 Consohdated Financial Statements for further infOflna~on regarding the <;feM faCilities. 

Cost Management. Exelon IS commmed tooperati~g its bl.lSlMsses responsibly and managing lis operating and capilal costs in a 
manner that serves lIs customers and produces value lor Ilssharehnfders. Exeklll is also committed to an ongoing strategy to mako itself 
more effective. effiCient and Inno"a~ve. Exelon is committed to mainlaining a cost control locus and continues to analyze cost 
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Combined Notes to Consolidated Financiat Slatemenls-jCont!nued) 
(Ooltars In mUlions, e~eal't per shara dala untoss otllerwlse noted) 

Docket No. 11-0721 On Rehearing 
ICC Staff Exhibit 24.0 
Attachment G 

Exelon allocates pension and olher postrel"emenl benetil contributions to its subsidiaries in proponion to acll~e s(!Nlce costs 
rcoogniLcd and lotat cosls rocognizcd. rcspocllvely. The 1r>low,ng table I'ro~ldes conlnbuUons m~de by Generation, ComEdo PECO and BSe 
to the pension and oitlor postretlfcmcnt bonom plans: 

Genem~on 
ComEd 
PECO 
esc 
Exelon 

p.n<!gnBftnglU• 

-WL ..". .... 
$ 954 $3~ $201 

673 260 164 
ItO 73 31 
157 17 46 

$2,094 $766 $441 

O!~ .. 
P9'tm'I'"IMn'R'MIl!, 
~ ~ .lll.G.9.W. 
$121 $94 $69 

106 60 53 
26 35 22 
20 14 13 

277 203 

ta) ~;:r~.gG':~;r~rl';.'2!~~ ~~ p~~~br~~~~"~br.:~~:I! ~~~~~~r~~~~:!y J:1;';·~:~i~~~"~'~~:'~lc~ ~~I:'~~ :~;~<:;",[;~~,,"~=~~~~~7.U1~~ $:OC~~:"~;;' 
"""oon, $3 m'~",n and $~ ""11"",, 'e.poct,"c'r In ~010 ~OO Sto "".I"m. $S m,lhon, $:l mill,o" Oco1 SI '"'''''no ,a'poell.ery, in 7:(109 

Exelon plans to conlnbute approximately $96 million to its qualifiod pension plans in 20.12. 01 whiCh Generation. ComEd and PECO will 
contribute 557 million, $11 million and $16 million. respectively. E .. elon ptans to make nOll-qualifoed pension plan benefil payments 01 
approximately $42 million in 20.12. or which Generation. COrnEd and PECO wdl paY $3 mlll,on, $11 million and $1 million, respecfi~ely. 
Management considers vanoo>s ~(.10rs when making pension lunding d€!clsions, ,neludlng actuarla~'y determined mln,mum contribution 
requiremp.nts under ERISA, contributions required 10 aoroid hene"1 restrlct'ons and at-ris~ status as den nod by tile Pension Protecllon Act or 
200.6 (Ihe Acl). m~na!lemenlolthe pension obligalioo and re~utatory Implicalions. The Acl raquores the attalnmenl or certain lund,ng le":,,ls to 
avo,d benef,t restnehons (such as an ,nab,hty 1,0 pay lump sums or to accrue benof,t.; prospecl,vely). and at-risk status (whiclltriggers hlllher 
min'mum contribul'on reqUirement.; aud pan'Clpant not'flca~on) 

Unhke Ihe quallf,ed pension plans, Exelon's other postretirement plans am nol subject to regulatory minimum conlfibution roquirements. 
Managllment considers several faclors in del,ormlning tho level 01 contnbuhons to E.oton·5 other postrellremenllJ.enofli plans, induding lovels 
of benefit claims paid and regutato,ry imptiC<ll,ons (amounts dce~ed prudent to nleel regulatory e.pectations and best assure <;(Inlinued m1e 
recO\fery). ExekJn expects 10 contribute approximately $302 million to the olher postre~fomenllJ.eneflt plans in 2012, or whir;h Generation, 
ComEd and PECO expecl to conlribute $132 million. $114 million and $34 million, respectively. 

During the f.rst quat10r 012012. Lxelon will receNe an updated val"",hon of ils pension and olher poslretirement benllfit obligalions to 
reflect actual census data as 01 January 1. 2012 and will adjust the benelit obligations as necessary. 

"" 
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Docket No. 11-0721 on Rehearing 
ICC Staff Exhibit 24.0 

Schedule 24.1 

Commonwealth Edison Company 
Adjustment To Reflect 201 0 Pension Funding Costs 

For the Test Year Ending December 31, 2010 
(In Thousands) 

Description 
(b) 

Calculated 2005 Pension Contribution Funding Costs for 2010 per Staff: 
Longest Term To Maturity - Senior Secured First Mortgage Bonds (Theoretical) 
Shortest Term To Maturity - Senior Secured First Mortgage Bonds (Theoretical) 
Span of Maturity 
To Obtain Simple Average Span of Maturity 
Simple Average Span of Maturity 
Number of Years to Shortest Term of Maturity 
Estimated Average Term To Maturity (in years) 
Estimated Average Term To Maturity (in months) 
Estimated Number of Months Recovered Prior to Instant Proceeding 
Estimated Percentage of Term Expired 
Estimated Percentage of Term Unexpired 
2005 Pension Contribution Funding Costs 

Estimated Remaining Balance of 2005 Pension Contribution Funding Costs 

2010 Ratepayer benefit from September 2009 pension contribution 

2010 Ratepayer benefit from 2010 discretionary pension contribution 

2010 Pension Funding Costs 

Amount Source 
(c) (d) 

30.0 Docket No. 05-0597, CornEd Ex. 52.15, p. 1, line 7. 
___ c'*5."'°_Docket No. 05-0597, ComEd Ex. 52.15, p. 1, line 5. 

25.0 Line 1 minus line 2 
2.0 

12.5 Line 3 divided by line 4 
___ -;~5~.0;_Line 2 

17.5 Line 5 plus line 6 
210.0 Line 8 multiplied by 12 

48.0 January 2007 through December 2010 
0.23 Line 9 divided by line 8 
0.77 100% minus line10 

__ ~2~5~.0~7~8,-Docket No. 10-0467, Company Schedule C-2.3, line 7 

$ 19,346 Line 11 multiplied by line 12 

6,464 Company response to Staff data request TEE 13.01 

____ --'0'- Company response to Staff data request TEE 13.02 

.:::$~...;2~5~.8~1~0,=Sum of lines 13, 14, and 15 

Format for the above calculation taken from the Order, Docket No. 10-0467, Appendix A, page 24. 


