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Q. Please state your name and business address.

A, My name is Theresa Ebrey. My business address is 527 East Capitol Avenue,

Springfield, lllinois 62701.

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

testimony in this proceeding?

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

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

Q. What is the purpose of your direct testimony on rehearing?

A. The purpose of my testimony is twofold.

1} I discuss the Commission’s past practice with regard to the ratemaking
treatment of allowing a return on pension contributions. Given that
history, | present a ratemaking proposal that calculates a return on
Commonwealth Edison‘Company's (*ComEd" or “fhe Company”),
discretionary pension contributions that is consistent with the

Commission’s past practice.

2) | address two sets of misleading statements in ComEd’s Application for

Rehearing ("Application”).
Q; Are you sponsoring any schedules as part of your testimony?

A, Yes. | am sponsoring Schedule 24.1 which presents the calculation of my ratemaking

proposal that provides a return on ComEd's discretionary pension contributions that is
2
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consistent with the Commission’s past practice.
Are you sponsoring any attachments as part of your testimony?

Yes, | am sponsoring the following attachments to my testimony:

Attachment A Company response {o Staff data request ("DR") TEE 13.02
Attachment B Company response fo Staff DR TEE 13.06

Attachment C ' Company response to Staff DR TEE 13.07

Attachment D Company response to Staff DR TEE 13.08

Attachment E Company response to Staff DR TEE 13.04

Attachment F Company response to Staff DR TEE 13.03 including TEE

13.03 Attach 1 (CONFIDENTIAL)

Attachment G Exelon 10-K 2011 Annual Report — Cover pages and pages
85, 133, and 304.

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

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

Yes. The Commission’s conclusion in this proceeding is consistent with Staff's
recommendation as well as Commission practice insofar as no pension asset upon

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

You refer in this testimony-to your ratemaking proposal that provides a return
on ComEd’s discretionary pension contributions. Is your ratemaking proposal

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

pension contributions.

Does the Commission’s conclusion in this proceeding that no pension asset
exists conflict with your ratemaking proposai regarding a return on ComEd’s

discretionary pension contributions?

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

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

asset. My primary recommendation is that the Commission affirm its conclusion in the
em EL's

May 29, 2012 Order that there is no pension asset due to ti8-Commmissior'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, | recommend that it adopt my ratemaking proposal in addition to my primary

recommendation noted above.

Commission Practice

Q.

In previous rate cases, how has the Commission addressed ComEd’s requests

to recognize a pension asset?

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

to recognize a pension asset for two reasons:
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1) A pension asset was not shown to exist since the pénsion 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 ComEd’s

discretionary pension contributions?

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

contributions.

In those cases, did the amounts ComEd requested for inclusion in rate base as a
pension asset match the amounts ComEd 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 ComEd requested as
“pension assets” did not match the amounts recorded as “pension assets” in the FERC

Form 1 reports.

Pension Asset

Docket ComEd’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 $937,956,000 $134,956,000
contribution (2005)

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
ComEd 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 miliion} 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 confribution made in 2005:
o8 In accordance with our Order in Docket 05-0597, ComEd did not include the |
29 . $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, ComEd did
101 not re-litigate the merits of including the pension contribution in rate base.
102 3) Docket No. 10-0467 - 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)
- 108 On the 2009 Discretionary Pension Contribution;
109 In Docket No. 10-0467, 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 2008.2 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

' 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
P jurisdictional portion that ComEd sought to include in the revenue requirement. {Order, May 24, 2011, p. 49)

7
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Did ComEd make a discretionary pension contribution in 2010? If so, what
treatment for this contribution did it seek from the Commission in Docket'No.

11-07217

Yes. ComEd 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 return. (ComEd Ex. 4.1, Sch FR C-3)

What was the Commission’s conclusion regarding ComEd’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 shouid 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 ComEd 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 ch'ange 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”

(discretionary pension contributions) on line 7.

Ratemaking Proposal

Q.

Describe your ratemaking proposal regarding the pension issue that is

consistent with the Commission’s practice.

As described above, while the Commission has never recognized that ComEd has a
pension asset, it has granted ComkEd a long-term debt based return based on the
discretionary pension contributions. [n this case, the Commission has concluded, in
considering the pension asset protocol, that no pension asset exists. However, my
proposal, consistent with Commission practice, provides a long-term debt based return
on the discretionary pension contributions that Exelon and ComEd have made, limited

to the ratepayer benefit resulting from those discretionary contributions.

9
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Q. Explain how one would determine the return to be allowed under your

ratemaking proposal for the discretionary pension contributions.

A. 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 Corﬁmission’s Orders in Docket No. 05-0597 on Rehearing and in
Docket No. 10-0467, this return amount would be calculated based on a

" hypothetical debt issuance by ComEd 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.* (Schedule 24.1, lines 1-13)

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

order in Docket No. 10-0467, this return amount was calcuiated by ComEd
witness Kathryn M. Houtsma based on the ratepayer benefit in 2010 from the
discretionary pension contribution made in 2009.* 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,
* ComEd Ex. 29.6, p. 1 of 2, Nov. 23, 2010.

10
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corresponding return for the 2009 discretionary pension contribution is $6.464

million. (Schedule 24.1, line .14)

Return on the 2010 discretionary pension contribution - tn 2010, the

discretionary pension contribution came from ComEd’s interhally 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.®
Based upon the Company response to Staff DR TEE 13.02, the discretionary
pension contribution made by ComEd in 2010 did not reduce 2010 pension
expense.® Therefore, there was no ratepayer benefit in 2010 that resulted from
the 2010 discretionary pension contribution. The Company has indicated the
ratepayer benefit from this 2010 discretionary contribution will not be realized -

untit 2011. (Schedule 241, line 15)

Q. Identify the key features of your ratemaking proposal.

A. The key features include:

The proposal is consistent with the Commission’s practice in providing a return
for Exelon’s and ComEd’s discretionary pension contributions;

The proposal addresses the Commission’s concern in Docket No. 10-0467 that
allowing pension prepayments in the revenue requirement provides a perverse

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

S Company response to Staff DR TEE 3.06
® Company response to Staff DR TEE 13.02. (Attachment A)

11
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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.

e 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 ratemaking proposal, the general policy would
effectively be to recognize a long-term debt based return on discretionary pension
contributions only to the exteﬁt 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

12
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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. Thérefore, 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 cal.culation process would be
similar to that adopted by the Commission in Docket 10-0467. (Docket No. 10-0467,

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 irﬁpact 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 return on assets, salary growth rate, retirement
age, employee turnover, and mortality, among others”.” Since the total pension

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

" Company response to Staff DR TEE 13.06. {(Attachment B)

13
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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 appi'opriate?

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)".2
How do you respond?

As | stated above, my ratemaking proposal is unrelated to the pension asset protocol.
The Commission has conciuded in this proceeding that ComEd had no pension asset
for ratemaking purposes. My ratemaking proposal therefore looks to Commission

practice. The Orders in Docket Nos. b5—0597 and 10-0467 provided a debt return ;m

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

8 Staff Cross Ex. 10 and Staff Cross Ex. 11.

14
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they provided ratepayer benefits. Section 16-108.5 states that the formula rate

approved by the Commission shall;

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

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

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

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

Recommendation

Q.

What do you recommend to the Commission regarding the pension asset issue

on rehearing?

| recommend that the Commission affirm its conclusion in the May 29, 2012 Order that

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

If the Commission, however, determines that its practice should be recognized and
some allowance recognizing the customer benefits of the discretionary pension
contributions should be included in rates, the Commission should adopt my
ratemaking proposal. The information is also presented in my Schedule 24.1 which is

consistent with the Commission's practice.

MISLEADING STATEMENTS IN COMPANY’S APPLICATION

Which misleading statements by the Company are you addressing?

15
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I will address two sets of statements made by the Company in its Application that
pertain to: 1) the claimed reduction in jurisdictional pension expense; and 2) claims

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

Jurisdictional Pension Expense

In its Application, the Company stated:

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, | 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 thé $61 million,® however, ignores the impact of the market
on the pension contributions made during the seven-year period 2003 through 2009."°
The Company’s calculation incorrectly assumes that the investments made with the
coniributions 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, iesser value of those investments.

® ComEd Cross Ex. 12 (Ebrey).
'° Company Responses to Staff DRs TEE 13.07 and TEE 13.08. {(Attachment C and Attachment D)

16
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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.™
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 bontributions 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.'

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

" ComEd Cross Ex. 12 (Ebrey).
12 See Exelon’s 12/31/10 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).

17
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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.'* 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”.'"* It is undisputed that
ComEd'’s pension is only 68.2% funded as of December 31, 2010."® 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. (ComEd 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 ComEd is not “committed” to funding the plan above the
minimum required by Ilaw. That inference, however, is not only
unsupported by evidence but is contradicted by it. ComEd’s
contributions are not only far in excess of the minimum required by law,
they continue to increase the level of funding. (ComEd Application for
Rehearing, p. 10)

Please comment.

3 The liability is labeled “Pension obligation” on Combined Exelon, Exelon Generation Company, LLC, ComEd, |
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.

" Company response to Staff DR TEE 13.04. (Attachment E)

'S Company response to Staff DR TEE 3.08, also Staff Ex. 1.0, Attachment B.

18
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340 A Altogether, these statements give the misleading impression that: 1) the Company
341 has consistently provided pension contributions far in excess of the minimum required
342 by law; and 2) the Company is committed to funding its pension plan above the
343 . minimum required by law. These statements, however, are not borne out by the facts
344 provided by the Company in this proceeding nor relevant facts in the Company’s
345 financial statements.
346 First, while the record shows that the Company did make discretionary pension
347 : contributions in 2005, 2009 and 2010, it also shows that it did not make discretionary
348 pension contributions in 2003, 2004, 2006, 2007 and 2008. Thus, in those five years, it
349 did not contribute in excess of the minimum required by law. (ComEd Cross Ex. 11
350 (Ebrey)}

- 351 Second, the Company's pension funding strategy which it provided to the Exelon
352
353
354
355
356 Third, the Company in its 2011 Financial Statement indicates that the large
357 contribution made in 2011 that led to its pension plan being 83% funded which the
358 Company discussed in its application for rehearing (ComEd Application for Rehearing,

' The document discussed in the response to Rehearing TEE 13.03 as “TEE 13.03_Attach 1
(CONFIDENTIALY" was actually labeled "REHEARING TEE 13.01_Attach 1 (CONFIDENTIAL)". The document
N provided by the Company is Attachment F to this testimony.

19
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359 p. 10) was made to give the Company flexibility around the timing of future minimum
360 contributions."”

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.'®

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

365 A Yes, it does.

7 Exelon and ComEd 2011 10-K, p. 85. (Attachment G)
18 eyelon and ComEd 2011 10-K, pp. 133 and 304 (Attachment G).

20
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ICC Docket No. 11-6721 (ON REHEARING)

Commonwealth Edison Company’s Response to
1llineis 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 13.02:

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 ComEd made to the
pension trust in August 2010 and September 2010.

RESPONSE:

As discussed in the surrebuttal testimony of ComEd witness Ms, Houtsma, (ComEd Ex. 21.0,
13:269-278), ComEd’s 2010 pension contribution did not reduce 2010 pension expense as
ComEd’s actuarial consultant determined the 2010 expense allocable to ComEd based on the
January 1, 2010 valuation (updated in March 2010 to reflect final January 1 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 lesset) contributions are made, the amount of pension expense is
not adjusted unless the plan is remeasured.

CFRCR 0089614
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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 o
Date Received: July 9,2012
Date Served: July 16, 2012

REQUEST 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.:

ComEd 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 further objects to this data request on grounds that it requires
ComkEd to produce information 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.

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 participant censns
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 1% census data and records its “true-up” to cusrent year pension
cost in March of each year. In this March report, ComEd’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 ComEd 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.

CFRCR 0089640
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Net periodic pension cost includes the following components which are determined in each
actuarial valuation:

s 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 return 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 (such 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 value 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.

CFRCR 0089641



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

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 13.07:

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 it implies that a 2/3 reduction in costs
from 2004 to 2005 was not appropriate without providing a foundation for that assumption.
ComEd 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 ComEd Ex. 12.1.

ComEd Ex. 12.1 does not include amounts for either 2005 or 2004 pension expense.

ComEd 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, ComEd 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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1CC Docket No. 110721 (ON REHEARING)

Commeonwealth Edison Company’s Response to
IHlinois Commerce Commission (“STAFF”) Data Requests
REHEARING TEE 13.01 — 13.09
Date Received: July 9, 2012
Date Served: July 13,2012

REQUEST NO. REHEARING TEX 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 20097 Please explain why
expense in 2010 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, ComEd responds as follows:

The increase in the 2010 accrual (costs) was driven mainly by a decrease in the applicable
discount rate (5.83% in 2010 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).

CFRCR 0089615
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ICC Docket No. 11-0721 (ON REHEARING}

Commonwealth Edison Company’s Response to
INlinois 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:

ComEd objects to this data request on grounds that it seeks information 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 aiready 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 2010 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 1 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
reclass to reflect the ultimate consolidated obligation position.

dmounts in millions

ComEd Pension Assat 1,039 [
PECO Parnsion Asset 2g1 [
Exeion Generation Pension Asset 1,236 i
Exelon Consolidated Reclass to Ohligation {2,555)

“Tias to Bszlon’s 2030 Form 10K, Exsion Generation page 155, ComEd page
172, and PECO pega IVE.
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ICC Docket No. 11-0721 (ON REHEARING)

Commonwealth Edison Company’s Response to
1ilinois 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:

ComEd 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 calcuiated to lead to the discovery of admissible
evidence. ComEd 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, ComEd responds to this data request as follows,

The attachment labeled as TEE 13.03_Attach 1 (CONFIDENT!IAL) includes materials presented
regarding the pension funding strategy to the Exelon Board of Directors on April 27, 2010. Due to
the nature of the information contained in this attachment, only a CONFIDENTIAL version of the
attachment is being provided.

CFRCR 0089617
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549
FORM 10-K
& ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the Fiseal Yaar Ended Decembier 31, 2011
OR
o TRAKSITION REPDRY PURSHUANT TO SECTION 13 OR 15(d} OF THE SECURITIES EXCHANGE ACT OF 1934
Exatl Name of Ragistrant as Speciflad in lix Charter;

‘Gommisalan File sxatn of Incorporation; Address of Principal IAS Emp
1-16169 EXELON CORPORATION 23-2990150

{a Pennsylvanla carporatio

10 South Ozarborn Slrael

PO, Sox 805379

Chicago, Ninols 80680-537%

{212) 38a-7300
333-86496 EXELON GENERATION COMPANY, LLC 233084219

yivania limited RabHity pany)

SUO Exalon Way

Kennelt Square, Pennsylvania 19348-2473

{610) T65-5858
=189 COMMONWEAILTH EDISON COMPANY 36-0938600

{an Hlincis corporation)

440 South L aSalle Slrest

Chica u, Iﬂinois GOB05~-1028

(312) 594-4321
004-16544 PECO ENERGY COMPANY 23-0970240

{a Pannsylvania torperation)

£.0. Box 8699

2301 Markat Sireet
Philadgiphia, Pennsylvana 19101-8699
{215) 841-4000

Securities registered pursuant to Saclion 12(b) of the Act:

Nain of Each Exchange on

Titla of Each Class. ..

EXELON CORPORATION:

Common Stack, without par value New York and Chicaga
PECO ENERGY COMPANY:

Cumulative Praferred Slock, withoul par value: $4.68 Series, §4.40 Series. $4.30 Seies and $3.80 Serles New York

Trus! Receipls of PECQ Energy Capital Trust |l each representing a 7.38% Cumulative Prefeired New ¥ork

Seturily, Series D, $25 staled value, issued by PECO Enargy Capilal, L.P. and unconditicnaily
guaranieed by PECO Energy Company

Securities registered pursuant to Section 12(g) of the Act:

COMMONWEALTH EDISON COMPANY:

Commeon Slock Purchase Wareants, 1971 Warrants and Series B Wagants
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abie of

in 2010, lhe PAPUC approved PECO's Smart Meter Procurement and installalion Plan, representing an investiment of up 1o a iolal of
$650 miilion, mcluding its $260 miflign SGIG, on its smarl grid and smart meler infrestructure, See the Regufalory and Legishaiive Mallers
section below and Note 2 of the C inad Motes to C i Financia! for additional information on the ulility infrastruclure
projects.

Liquidity and Cost Management

. Pansian Plan Funding. In January 2011, Exalon contributed $2.1 bilfion to {s pensicn plans which, along with other faclars, increased
the funded stalus of the Exclan pension plans ta B3% at December 31, 2011 from 71% at December 31, 2010. This canlibulion creates
flexibility around the tming of iure expecied minimen conlributions, decreases future pension cosls, and allows Exelon to furlher pursue its
liabitity hedge strategy in drder lo reduce the volatity of s pension assets refative to its pension lfabililies.

Financing Acfivities. On Janvary 18,.20%1, ComEd issued $600 millior: of 1,625% First Morigage Bonds due January 15, 2014, The
net prageeds of he bonds were used as an interim source o liquidity for the January 2011 contribution to Exeiun'spuﬂsared;ensinn plans in
which ComEd panlicipates. ComEd antigpales receiving Lax refunds as a result of both he pension contribution and the Tax Relief Act of
2010 allowing for 100% bonus depreciation deduclions in 2011 and 2012, As a result, lhe immediate use ol the nol proceeds to fund the
planned contribulion wili allow thase future cash receipts ta be avaitable Lo fund capilal fnvestment and for general carperale purposes,

On Septembar 7. 2011, ComEd issugd $250 million of 1.95% First Morlgage Bonds dye Seplember 1, 2016 and $350 miltion of 3.40%
Firsl Marlgage Bonds due Seplember ¢, 2021, The majorily of lhe nel procneds of the bonds was used to refinance $191 million of ComEd's
varialie rate fax-exemp! bonds an Oglober 12, 2011 and 3345 milben of ComEd’s 5.40% First Morigage Bords due Deceimber 15, 2011, The
remainder of the nel proceeds were used o fund other general corparate purposes.

Gredit Facilities. On March 23, 2641, Exelon Corporate. Generalion and PECO replaced Ihair unsecured revelving credit facilities with
naw facilities wilh aggregate bank commitments of $500 million, $5.3 billion and $600 million, respectively. Although the covenants are largely
the same a5 Ihe prior facililies. ihe new faciiities bave higher borrowing cosls. reflecling current market pricing, See Mate 10 of the Combined
Notes to Consohdated Financizl Slatements for further information regarding those costs.

ComEd's 31.0 billion unsecured revolving credit facilily expires an March 25, 2013 unless exlended in sccordance wilh lerms. ComEd

- plans lo renew or replace Ihe credil lacilily in 2012. See Nole 10 of Ihe Combined Motes to Consclidaled Financial Stalements for furher

information regarding the credil facilily 1ems.

. On Octaber 21. 2011, Generation, ComEd and PECO replaced their expiring minority and communily bank credit facilily agreemenls
with new minority and community bank credil lacility agreements in the amounts of $60 milion, $34 million and $34 miliion, respectively, See
Note 10 of the Combined Nales to C idated Financial & for further ir regarding 1he credi facilities. .

Cost Exefen 18 itted lo operaling its businesses responsibly and managing iis operaling and capitet cosls in a
manner lhal servas ils cusiomers and produces valug lor iis shareholders, Exaton is 2lso committed lo an ongoing siralegy to make itsalf
more effective, efficlent and innavative. Exclon is commitled to mainlaining & ¢osl cantrol locus and conlinues to analyze cast
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Table of Coalanls
Combined Notes 1o Consolidated Financial Slatements—{Continued)
[Dotlars in millkons, excapt par share data unlass otherwise notad}
Contributions

Exelon alfocales pension and ather postrelirement benalil contribulions to its subsidiaries n proportion to active service casls
recognized and total cosls recognized, respaclively. The tellowing table provides conlribulions made by Generalion, ComEd, PECO and BSC
to the pension and other postrefiremicnt bonalit plans:

Other
. 2091 4010 ZHE Zo31is 2010 (=} 4009 ),
Generakion $ 954 $356 201 § 1 5 94 § 6%
ComEd 873 260 154 108 60 53
PECO 110 i n 28 35 22
B5C 157 7 45 20 4 12
Exelon $2,084 5766 $441 27 § 203 § 157

{a) The Regisianis present tre cash contributions abave net of Federal subsidy paymenls received on each of their respaclive Gensolidalod Stalements of Cash Flaws.,
Exelon, Generalion, ComEd and PECO recavad Federal subsidy Faymems uf 411 million, $5 milign, §4 mdlian and 31 mikon, respectively, 1 2011, $10 mdvon, $5
miitton, 83 mellion and §2 millinn, respectivety. in 2000 and $10 meltion, $5 miltion, $3 millon pard 31 nikon, respectivery, in 2009,

Exelon plans lo.contribute approximzlely $86 million 1o ils qualified pension nlans in 2012, of which Generalion, GomEd and PECO wil
conlribule $5¢ million, $11 mitlion and $16 milion, respectively. Exelon plans to make non-qualified pension plan benefil payments of
approximalely $42 millign in 2012, of which Generalion, Camd and PECO will pay 53 millon, $11 mililon: and 31 million, respaclively.
Management considers various faclors when making pansion lundirky decisions, including acluarialy determined minimurs contribution
requirernents pnder ERISA, contribritions tequired to aveid benefit resirictions and al-risk slatus as definod by he Pension Proteclion Act of
2008 (1hs Acl). management of tha pansion obligalion and regutalory implicalions. The Al requires [he atlainment of certsin lunding levels to
avoid benefil reslrictions (such as an inability to pay lump sums of lo accrue benefils prospactively), and at-risk stalus (which friggers higher
minimurs contribution requirements and participant notification).

Uniike ihe qualified pension plans, Exelon’s other postretirement plans arc not subject lo regutatory mirimum conlribution roquirements.
Management considers several laclors in determining the level of contrbulions to Exelon’s clher posirelirement benefil plans, including lovels
of benelil claims paid and regulalery implicalions {amounis deemed prudenl to meel regulalory expeclahons and best assure gontinued rata
recovary). Exelon expects to contribula approximately $302 milion 1o the other postratiremenl benefit plans in 2012, of which Genaration,
ComEd and PECO expect to conlribute $132 mifion, $1#4 million and $34 million, tespectivaly.

Durmig the firsl quartar of 2012, Exelon will receve an updated valyation of ils pension and olher posttelirameant benefil obligations to
reflect actual census data as of January 1, 2012 and will adjust the benelit obligalions as nacessary.
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Commonwealth Edison Company
Adjustment To Reflect 2610 Pension Funding Costs
For the Test Year Ending December 31, 2010

{In Thousands}

Docket No. 11-0721 on Rehearing
1CC Staff Exhibit 24.0
Schedule 24.1

Line
Na. Description Amount Source
(@ (b} {) (d)
Calculated 2005 Pension Contribution Funding Costs for 2010 per Staff:
1 Lengest Term To Maturity - Senior Secured First Mortgage Bonds (Theoretical) 30.0 Docket No. 05-0597, ComEd Ex. 52.15, p. 1, line 7.
2 Shortest Term To Maturity - Senior Secured First Mortgags Bonds (Theoretical} 5.0 Docket No. 05-0597, ComEd Ex, 52.15, p. 1, fine 5.
3 Span of Maturity 25.0 Line 1 minus line 2
4 To Obtain Simple Average Span of Maturity 2.0
5 Simple Average Span of Maturity 12.5 Line 3 divided by line 4
6 . Number of Years t¢ Shortest Term of Maturity 5.0 Line2
7 Estimated Average Term To Maturity (in years) 17.5 Line § plus iine &
8 Estimated Average Term To Maturity {in months) 210.0 Line & multiplied by 12
9 Estimated Number of Menths Recovered Prior to Instant Proceeding 48,0 January 2007 through December 2010
10 Estimated Percentage of Term Expired 0.23 Line 9 divided by line §
1 Estimated Percentage of Term Unexpired 0.77 100% minus lingi0
12 2005 Pension Contribution Funding Costs 25,078 Docket No. 10-0467, Company Schedule C-2.3, line 7
13 Estimated Remaining Balance of 2005 Pension Contribution Funding Costs 3 19,346 Line 11 muiliplied by line 12
14 2010 Ratepayer benefit from September 2009 pension contribution 6,464 Company response to Siaff data request TEE 13.01
15 2010 Ratepayer benefit from 2010 discretionary pension contribution 0_Company response to Staff data request TEE 13.02
16 2010 Pensien Funding Costs $ 25,810 Sumof lines 13, 14, and 15

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



