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January 31, 1994

10 CFR S 50.80

U.S. Nuclear Regulatory Commission
ATTN: Document Control Desk
Washington, D.C. 20555

RE: Dresden Nuclear Power Station, Units 1, 2 and 3
(Docket Nos. 50-010; 50-237; 50-249)

Quad Cities Nuclear Power Station Units 1 and 2
(Docket Nos. 50-254; 50-265)

Zion Nuclear Power Station Units 1 and 2
(Docket Nos. 50-295; 50-304)

LaSalle County Nuclear Power Station Units 1 and 2
(Docket Nos. 50-373; 50-344)

Byron Nuclear Power Station Units 1 and 2
(Decket Nos. 50-454; 50-455)

Braidwood Nuclear Power Station Units 1 and 2
(Docket Nos. 50-456; 50-457)

Dear Commissioners:

We are counsel to Commonwealth Edison Company
(" Edison") in connection with the proposed corporate
restructuring described in this letter. On May 10, 1994, the e

shareholders of Edison are scheduled to vote on a proposed
restructuring plan by which Edison will become a wholly owned
subsidiary of a new holding company which currently'is named CECO
Holding Company (" Holding Company"). If Edison shareholders
approve the plan, and necessary regulatory, approvals are '

obtained, the proposed restructuring is expected to take place on
.

or about July 1, 1994. The restructuring will have no effect !

upon the management, operation and financing of Edison's nuclear ,

facilities. Pursuant to 10 CFR S 50.80 and the Commission's .

practice with respect to such transactions, Edison asks that you
give consent to its proposed restructuring or disclaim
jurisdiction over the restructuring.
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iIn 1987, your staff consented.to a corporate
restructuring proposed by Consumers. Power Company which was
nearly identical to Edison's proposed restructuring. Other
restructurings to which the staff has consented include those for
Entergy, Inc. and WEPCo. An application for consent to a similar
restructuring for IP Holding Company is currently pending.

1. Description of the Restructuring

If Edison's shareholders approve of the proposed
restructuring, Edison common stock will be converted in a merger,
on a share-for-share basis, into common stock of Holding Company.
Holding Company will be the only Edison common shareholder. All
Edison bonds and preferred stock will be unaffected, and will
continue to be outstanding securities of Edison. The only
outstanding securities of Holding Company will be its~ common
stock.

The proposed restructuring is-more fully described in
the enclosed draft Preliminary Prospectus for CECO Holding
Company and Proxy Statement for Commonwealth Edison Company,
dated January 31, 1994 (hereinafter referred to as " Attachment
A").
2. Effect on Edison's Financial Resources

The proposed restructuring will not reduce the funds
available to Edison to carry out activities under its operating
licenses for the'above-referenced nuclear plants. Under
legislation enacted in Illinois in July 1993, Edison is
authorized to loan the lesser amount of $10 million or to up.to
2.5% of its retained earnings to the Holding Company, and any
such loan must be repaid within 240 days after the day on which
the restructuring. occurs with interest ut 10% annually. See
Attachment A, p. 24. After the restructuring Holding Company
will.also become the owner of 100% of the shares of CECO
Enterprises, Inc. (" Enterprises") which is currently a wholly
owned subsidiary of Edison. Ibid. Enterprises was formed as'an
Edison subsidiary in 1993 and is itself a holding company.
Enterprise's sole subsidiary is Northwind Inc., which was' formed
to provide district cooling services to office and other
commercial and industrial buildings in Chicago. The 1993
Illinois legislation-referred to above requires that Edison
transfer or liquidate its interest in Enterprises on the date
that Edison becomes a subsidiary of Holding Company;o

_ . . _
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consequently, Edison intends to transfer to Holding Company on ,

such date, the stock of Enterprises as a dividend on the Edison
Common Stock held by Holding Company.

Edison's utility operations will continue to-be the
primary source of revenue and income for Edison, and'will also
constitute the majority of the Holding Company's earning power
for the foreseeable future. The Federal' Energy Regulatory
Commission will continue to regulate Edison's wholesale electric
rates. The Illinois Commerce Commission will retain jurisdiction -

over Edison's retail electric rates. See Attachment A', p. 22.

The proposed restructuring, including any Holding
Company investments in non-utility affiliates, will not affect
Edison's ability to meet future financial requirements related to ,

its nuclear units through the revenues produced by its utility
business and by the issuance of debt and other securities. Thus,
no change in the amount of revenues, the source of funds, or the
ability to obtain'the funds necessary to operate Edison's nuclear
plants will result from the restructuring.

'

To assist you in reviewing the financial' aspects of the
restructuring, there i,s enclosed, as Attachment B, a copy of
Edison's Annual Report for the ' fear ended December 31, 1992.

3. Effect on Edison Management

The restructuring will have no effect on the management
of Edison's utility operations. Officer responsibilities at the
Holding Company level will have no direct effect on Nuclear
Operations. See Attachment A, p. 22.

4. Citizenship of Licensee '

The proposed restructuring will not result in Edison '

becoming owned, controlled or dominated by an alien, a foreign
corporation, or a foreign government. Under the restructuring:
proposal, the present common shareholders of Edison will become; ,

the common. shareholders of Holding Company-in the same proportion
in which they currently hold Edison common stock. . Holding
Company will become the sole holder of the common stock of-
' Edison. Edison is and will remain an Illinois corporation.
Holding Company, incorporated on January.28, 1994, is also an
Illinois corporation. At the time the restructuring becomes ;

effective, the Board of-Directors of Holding Company will'be.
'

comprised of the same persons who are members of Edison's Board
of Directors at such time. See Attachment A, p. 29. :
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5. Conclusion

Based on the above factors, we conclude.that the
proposed restructuring will not affect Edison's qualifications as
a holder of the operating licenses for the above-named nuclear

-

plants. The proposed restructuring is also consistent with
applicable provisions of -law and the commission's regulations and
orders. ,

Accordingly, we respectfully request that you consent
to the proposed restructuring, or, in the alternative, disclaim
jurisdiction, as soon as practicable prior to April 1, 1994.
Please advise the undersigned if there is anything Edison can do

'
to assist you in accommodating this request. We will promptly
notify you of the results of the shareholder vote on May 10, r

1994.

Yours truly,
.

|

SIDLEY & AUSTIN

; N ^1e d*

Michael I. Miller

Enclosures
i
'

CC: J. Zwolinski, Office of Nuclear Reactor Regulation
J.E. Dyer, Office of Nuclear Reactor Regulation
J.B. Martin, Regional Administrator,. Region 3 i

Joseph Rutberg, Esq.
,
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,

STATE OF ILLINOIS) |

) i

COOK COUNTY ) ,

The undersigned hereby affirms to the best of his |
~

knowledge and belief that the information contained in the
foregoing application is truthful and accurate as of the date
hereof. j

ul "
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S u b s c r i b e d a n d s w o r n b e f o r e m e t h i s h f.d a y o f h 2 4 n / t u f 1994.,

(/
'

s

Luf Sd1120.AAs)
Notary Public

-;=:::::: - ~. _ _

|| " OFFICIAL SEAL" I|
'

'
d SUE EDWARDS

'

( Notary Public. State of !Uinois |'
'

; My Ccmmiss:cn Expires May 14,1996 [
'
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7b OurShareholdm:

T ' mplementing a new Primarily responsible

6 6 ) " * ' '"' "" 's ' "")m of managing your "/ for this year-to-year declineu a)

Company is one of our pri- , are lower revenues and
w in;; i, ,,:: , ,i n ,

mary objectives-indeed a higher operation and main-

!"'''^'' tenance expenses. Res e-n ecessity-follow in g per- - ' ' ' ^ ' " " ' "

haps the most difficult year nues were down $249 mil-g ,, ,, ,

in the history of Common- lion, almost 47, largely due
77

w ealth Edison. For a num- ' ' " ' " " ' " " ' '- to the depressed demand

her of years now, our fman- for electricity resulting from

cia! performance has not a very cool summer in 1992

met expectations. Nes er- - in contrast to a hot summer

theless, we are committed in 1991. On the expense

to restoring the s alue of side, operation and mainte-

y our equity ins estment in the Company. nance expenses were up $178 million, or 9'i, in

1992 as compared to 1991. This .nerease results

A Retiew ofl992 in large part from increases in the cost of nuclear

low point of 1992 came on September 10 operations due to regulatory and other require-

A i . w hen the Company's Board of Directors. ments; fnsm increases in the cost of pension and

after careful deliberations, reducer qua rterly other employe benefits, including the expense of

da idend on each share of comm, r , toc k from the work force reduction program, for w hich sav-

75e to 40e. The Board concluded that current ings did not begm to accrue until 1993: and from

carnings and future uncertainties required dras- the general effects ofinflation.

tic action. The new rate became effectise with in the third quarter of 1992 rating agencies

the Nosember 1 disidend payment. downgraded the ratings of the Company's out-

Our earnings per share on common stmk in standing debt, and preferred and preference

1992 were $2.08 sersus 8e in 1991. Ilouever, stmk. The reasons cited related principally to

non-recurring items had a substantial irnpatt on the regulatory uncertainty concerning the recor-

results in both years. Excluding non-recurring cry of costs incurred by the Company. Further

items, earnings in 1992 would hate been $2.32 downgradings by Standard & Poor's Corporation

per share and m 1991, $2.67 per share. Therefore, and Moody's Investors Service, Inc. were an-

carnings, prior to these non-recurring adjustments. nounced following the Illinois Commerce Commis-'

show a dc< rease of 35e per share, or 13'i. sion's order of Januarv 6, w hich is discussed later.

2
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1991liighlights

1

,

t-

* Far-ranging measures to reduce expenses nities have adopted the new agreement

were implemented in 1992 to offset the loss of for terms of at least 50 years, a strong vote of

expected tevenues from unfavorable regulatory confidence in the Company and its future,

and judicial decisions. The often painful cut- ,

backs were necessary to enable Edison to main- * Edison's round-the-ch>ck etTorts to help con-

tain the highest possible standard of service in an rain the effects of Chicago's I.oop flooding crisis,

inucasmgly uncertain regulatory environment. and restore service to a total of more than J
.

M)0,000 customers after two devastating summer

| e The rision througA Qua/ity process drew more storms, earned renewed public confidence in the
'

than 10,000 suggestions for improvement from dedication and professionalism of the Company's 3

employes across the Edison system. Alany hun- employes.

implemented in 1992, enablingdreds were

Edison to improse service while saving addi- e Our commercial disision began a broad re-

tional millions in operating costs annually. structuring, which will enable us to serve our 3.3 ,

d)'

million customers even more effectively with

s Contracts wet cessfully renegotiated for fewer resources. The driving forces for organiza- *Q, '
the production aM uansport of low sulfur west- tional change; to better confront the emerging

-- ,4

ern coal. projected savings of more than 52 bil- competition in the electric utility business and

hon over the life of the contracts will be meet the growing expectations of our eustomers.

achieved by shifting production of coal to mines

appointed foru hose costs are lower and utilizing lighter weight * Site sice presidents were

rail cars to move coal at lower cost. Edison's six nuclear stations. Their mission: to

provide increased focus, managerial oversight

* During 1992, Edison offered an innovative and performance accountability at each of our

standard electric service franchise agreement nuclear generating stations, which combined in

to eat h of the nearly 400 municipalities it serves 1992 to provide oser 8077 of the ciectricity used

outside Chicago. Nearly 907c of the commu- by our customers.

. . .

-
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We are commitied (o resforing ihe value of your equity
investment in (nhe (,. ompany.. , .

Earnings Per Share *
(dol |ars)

,-

Other financial dcs cl- _

uce, it became essential to

opments ucre more encoor- revise our price lesels. Al-

aging. l'ue! cost declined
.

though we hase encountered

$127 million, or m er 139,
.

unprecedented obstades in'

compared to this effort, we base vigor-in 1992 as

1991. While this is partly at- ously sought resolution of

tr hwahic to louer kilowatr- the regulatory issues concern-

hour sales the dethne m ing our substantial imest-

f uct cost is due mainly to ment in these units--an ob-
L

int reased use of low er-cost ligation we base as stewards

* # "#' # ## #'"# # ## '"""*W"'' 'Y ' of the funds 30u have in-nuticar fuel, u hk h was re- non-recurring charpa of $2.17 per shan,"$2.50

sponsible for x3'T of Edi- /# 3A"'r "*d J AN P'r shan, rrrpum v/r s ested in the Company.

son 's kilou arthour genera- In this regard, the Illi-

tion in 1992-up from 77'i in 1991. nois Conunene Commission issued an order on

Our retained carnings at Scar-end ucre SS47 januars 6,1993 at the condusion of a pmceeding

niillion, up from the mid-year lesel of $712 mil- in u hk h the Commission reconsidered its March

lion hur somcu bat less than the $894 milhon re- 1991 rate order at the direction of the Ilhnois Su- -A

wrded a year ago. Nesertheless, uc hopc uc preme Court. The new order (as subsequently

has e anested the decline. amended) reduced the multi-year, phased-in in-

Althouch last y car w as a difficult one, es ents crease of $750 million, appmsed by the Commis-

in 1942 alonc do not account for our current ti- sion in \lanh 1991, to $144 million. Since only

nanual wndition. Earnings per share on t om- the first step of the multi-> ear increase, $483 mil- .

mon stot k has e detiined sin (c IW7. Much of lion. had been implemented. ihe effect of the

the dcc hne can he attributed to the ditricuhies Conunission's Januarv $ order would reduce cut-

we base esperienced in obtaining and sustaining rent rcs enues h) $339 million, representing a 6% ,

paces to cm cr our costs, induding the cost of reduction in present rates. The rate order uould,

neu electric generating units placed in scruce m ef fect, lower the Company's as erage charge per

from 196 to 19SH. We had planned and built kilouatthour to a les el lower than in 1986, despite

tho'c units. uith the ongomg concunence of the about 30'i general price intiation since then.

lilinois Conunene (:ommission, to meet the The (:ommiwion further ordered Edison to

energs rcquircenents of our customers. With con- refund an estinuted $690 million plus interest,

struction wmpleted and the units placed in scr- representmg the overcollection of res enues sinte

3
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Ntarch 1991 w hen the A83 mission and, if necessary,

million increase took effect. gg take an appeal to the Illinois

The mabrity of the rate Appellate Court. It is ex-'

redth-tton cofnes as a rCsult /h o // ' init 'J // s /( f'/ //;. pected that the stay will re-

of the Comnussion's most
-

main in effect throughout the
()lt,/!if t

recent findings on the need
^

!b ' olt h , n h il!!!/ ''l/ s
review process.

77for the three neu est nudear - /mp % , m, nr
4

units. The Commission in Boond 1992

} e w ould ex;iectits rate order determined

that flyron Unit 2 is 93'1 ' t v 1993 kilou arthour

"used and useful.' ilraid- -

. sales to execed 1992 sales if

wood l' nit 1 is 21% "used the weather in northern Illi-

and useful" and Iltaiduood nois is near historical aver-

l' nit 2 is zero percent "used and useful," esen ages. A firm hand on operation and maintenance

though these three units proside the energy expenses should keep them at a level no greater

needed to meet fully one fourth of our custom- than they w ere in 1992. Despite these more pos-

ers' electricits requirements. It is worth remem- itive expectations, we still face financial risks,

hering that the \lan h 1991 rate order, in ubich principally in regard to the outcome of our ap-

the Commission granted Edison rate relief total- peal of the January 1993 rate order; the ultimate

ling 5750 milhon, was based on the assumption effects arising from the still pending resolution

that all three of the neuest generating units u cie of the flyron l' nit I rate proceedings; and any

M "used and useful.' refunds related to revenues the Cornpany col-

The Company requested an emergency stay lected under its fuct adjustment clause since

of implemenution of the Commission's January 1985, based on claims related to the Company's

order anJ asked the Illinois Supreme Court to u cstern coal contracts. Although the financial re-

accept a direct appeal of the rate decision. A stay suits in 1993 may be mised, I am optimistic and

uas granted hv the Supreme Court on January confident about the long-term. The following

21, but the high court elected nor to hear section of this report describes a number of the

Edison's appeal directly. Instead the Company important actions we are taking to meet the chal-

was dircued to 61e for a rehearing with the Com- lenges of the future.

4
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Our commitment to quality will create a Company that is
valued hy its customers; rewards its shareholders; recognizes the
contributions of #is employes; and is respected by regu}ators,

competitors and peers.

Alsa new on our floardIn closing, I rn pleased _ _

to welcome Samuel K. gMQ ;. of Directors this year is
v .. 7y.

-

food senice, restaurant andSkinner, w ho w as elected ' u (; - c...4n
by your floard of Directors 7. t M - real estate executive Sue

%.
,

y, ' g f ' 'f L. Gin. As founder, Chair-to sen e as l' resident of

Commonw ealth Edison, M.. "MC man and Chief Executise:p .
succeeding Itide Thomas. - F Officer of Flying Food

w ho took early retirement Fare, Inc., an in. flight

in December of 1992. For- catering firm sening air-

rner White llouse Chief of lines w orldw ide, she is

Staff and United States |
widely regarded as one of

Secretary of Transportation, the most successful entre-

N1r. Skinner is highly re- preneurs in the nation. Iler

spected throughout Illinois and the nation. With innovatise style and disersified business back-

his exceptional leadership qualities, and distin- ground uill make a acleome addition to our

guished record in the legal community, I siew Board.

| him as an extremely saluable addition to the in JLly, 1992 Director R. Robert

! Commonwealth Edison management team. Funderburg passed away after a lengthy illness.

In addition, Nlr Skinner will serve as a Itob Funderburg made numerous contributions

member of the Board of Directors, filling the to Commonwealth Edison during the four years

s acancy left by Bide Thomas' retirement. he served on our Board of Directors. lie was

1 am also pleased to announce the appoint- deeply committed to Edison and remained an

ment as an Edison Directm of Frank A. Olson, actise Board member during his illness. We will

Chairman and Chief Esecutisc Officer of The miss his dedicated senice.
i

!

Ileru Corporation. N1r. Olson is a nationally rec-

ognized busmess leader uhose company is ,

widely known for its total (ommitment to cus- %
tomer satisfaction. For that reason, among others,

Frank Olson will be an ideal addition to our James J. O'Connor

Board, since meeting our customen' needs in a Chairroan

chancing business ensironment will be one of

our top priorities in the years to come. 51 arch 15,1993

s
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Nat igating (.hallenges with Cordidence

I

,1 )* ear esf Tribrdation . t omp< nn~i :, days of the Great Deprev

,
g ould there have been sion. The measures w ere

J efr 111/ s / 9|. u |(!!r It\ ln !n t ! far ranging, but absolutely,a more challengm.g

year for a wmpany which,
'

essential to enable Edisonnp, , fa n ,, ,, . f , ,g,,, .. ..

since its begmning mer a to continue to meet basicy

fJul # ,1 s 1 th p, nih ri!
centurv ago, has prided .it- senice requirements in an

, , , , yy, ,, ,4, , , ,, , ;, . increasingly uncertain andself on its abihty to deliser '

reliable electric senice and constantly thanging regula-g
i halu ner . -

tory em ironment.proude a f.u.r return on its -

.

shucholders' im estment ? Om highest priority,
,

throughout the 3 car, w as to1992 uas indeed a year .

of tri.d for (:onnnonucalth strhe to mamtam the high-

Edison, w his b again esperi- est standard of sen ice pos-

ented the effects of continuing atherse regula- sible while full 3 exploiting savings potential in

tory decisions. As if that ucien't enough, a series all areas of the Company. Among measures

of unprecedented man-made and natural disas- taken to redute operating costs uere a rcJuction

ters put our emph ses' professionalism to the of about !.500 cxisting manatement and contrac-

test on ses cral occasions. If there was a bright tor positions, the result of an early retirement

side to sut h ordeals, it was that it gave our cus- program and voluntarr and insoluntary separa- [
tomers many opportunities to see Edison em- tion programs. Furthermoie, reduction,9

plmes at their best, working round-the-clock to spendme of about $400 million w ere ann o u,

restore electric senice under the most difficuh largely impacting planned transmission and dis-

circumstances. tribution imprm ements. In addition. the

honically, at the same time the swift and Company's research budget was cut by 909, and

professional response of our empimes uas being management salaries were fror.cn at, and in some

notcJ fu and wide, (:ornmonucaid. Edison w as cases belou,1992 les els,

forted to take draconian steps to offset the con- Equally im;>ortant, the rnanagement and

tinuing ermion in the Company's financial con- emplo3 es of Commonucalth Edison remain

dition. In late July, drastic measures were an- committed to our lision smuxh (/aa/ity proc ess.

nounced to help restore the Compan3's tmancial This prewess is a strategic cffort designed to

heahh. They meluded the most severe cutbacks identify, esalone and implement new processes

implemented by the Company since the dark for doing our jobs better-one step at a time.

to

. . . . . _
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2e adopl50n O[ Edisoris model [rancl>ise agreement lay 8%6
O[ lbe municipalities we serve is a true mensure of enu[idence
an our L,ompany,8 [ulure.,

,

|
.

1
1

'

& ny_ , , ,

pn,n .,- ,,

In 1992 alone, more sional Record by l'nited

than 10.000 opportunitics for 1 States Senator Alan Dixon.

impnn ement u cre sub- ) Your Company w as
+

mitted by employes from
' tested twice by Mother Na-

$ ture as back-to-back mega-across the Edison system.

)f;il storms in June and JulyThe rnans suggestions im-
1 4

piemented last Scar enabled g rasaged extensisc portions

your Company to imprm e its NW " of the Com pa ny 's distri-
ip

operations and sen ice, while kh/ bution system. Each storm
% Am

sas ing millions of dollan '%g left approximately 300,000
'J %' '

annually. of our cu stomers in the ,

emplo3 cs'Other industries bas e dark. Ilut our

*nged and the electric ethcient emergency re-

utihty industry is changing, too. Competition is sponse enabicd restoration of senice to all cus-

increasing: customer expectations are rising; and tomers, with the exception of scattered resi-

the success of the Company is dependent on dences. within 4M hours after each stmm struc k.

meeting these new challenges by employing the As the difficult par came to an end, the

l'ixion thnsux4 (/uality process day in and day out. Companis long-standing quest for fair rate

it isn't otten that a tatastrophe can be de- treatment, unfortunately, had still not been re-

sc iihed as the 'high point' of a cornpany 's year. soh .d. And es en greater challenges, it w as clear,

liut 1992 (learly was not a ty pic al 3 ear for lie head.

Commonucalth Edison. The swift and profes-

sional response of Edison employes during Charting a cour,sefor tomorrow . .

Chicago's unprecedented flooding crisis in Aptil , s 1993 began, the Illinois Comrnerce Com-
-L

helped limit damage to the Citis sital electrical l i mission issued its devastatmg rate order,

infrastructure, enabling quick restoration of sen- slashing the Company's rates b) six percent and

ice as the fhani unters receded. Edison's round- ordering Edison to icfund to its customers about

the-clock efforts to contain the effects of the $(.00 million plus interest, the largest utility re-

flood earned plaudits from our customen. the fund in Illinois historv. This decision was imme-

rnedia, and goccrnment ofDcials from Chicago's diately appealed to the Illinois Supreme Court,

City llall to Capitol liill, where a tribute to our ubich granted a stay of the Commission's ruling

etnployes' efforts was placed into the Congres- on Januan 21.

.
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competitors, we wid crente loya} rustomers hy meeting their
energy needs as they define them.

.

Your management is control, w hile ficht work in-

- gQ!My vohing direct customer in-tomnutted to obtaining f.ur
.Q- n**c

p: 7 . L.< teracnon u dl be more de-and timely resolution of
/- w

@a '$ A4h centralieca to allow us to
+

regulatory matten. related
qp ya

to our new est generating i' tD get closer to our customers
a o,

*

units, w hit h has c been pro- Jg 9'' I.b and be more effectn e in
dc_

sidmg fuel sasings and a Ic- Y
, ;( ',f:

.d_b f C '? Hicetmgtheir nerds, and ul-
:.c

of clCitriCity ; timate!) (o Cnsure that wCliJblC soulce
'

sim e 19C; to maimaining -
,

remain each customericlec-

,
- tricity prosider of thoice.the high standant of senice ' ;.< -

't$ ' Our nuclear division isrchabiht3 our customers
have come to expect; and to aho undergoing a major re-

cornluding an cra of pm- organiranon to meet its

tracted regulaton coninn ersy. ow n considerable challenges in 1993 and be-

Your Compan3 is aho preparing to confront yond. Six newly-appointed site sice picsidents

a future which will offer unpic(cdented (hai- are in place and will provide moic focus, mana-

lences. both in the imm of new compctition and genal osersight and performance accountability

the need to operate with utmost efficiency to at cach of our six nuclear stations, which hase

meet the increased expet cations of our 13 mil- combined to punide about 80'] of the electricity

lion customers. used by our customers over the past four years.

To that end our commen ul dnision in Building on the success of our Chicago fran-

carly Decernher annoumed its most sw eeping chise agreement of 1991, your (:ompany has

reorganization since the merger of Conunon- been offering an in nm ative model franthisc

uealth Edison and Pubhc %cnite (:ompany of agrcement to ca(h of the neady 400 suburban

Northem Ilhnois, near13 40 3 cars ago The need and rural municipahties it sen es. To date, 89'ir

to meet the threat of emerging competition is of the communities cligible for the new franthise

rea' and the necd to prmide hich quahn senite agreement ha e signed on for terms of at least 50

to our customers is greater than es cr. years. We are pleased with this overwhchning

The scope of the restructuring effort will be vote of confidente in the Company. It h . we le

both bold and sicruhcam.1'nder the new organi- bcs e, recognition of our past perfort once in

zation, work procewes and supen kion uilt be meeting the needs of each commur ity's resi-

scry different. (:citain functions will be phssi- dents and, more importanth, an c' pression of

(ally (cntraheed for better consistency and cost confidence in our Companis futur;

8
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Commonw ealth Edi- 56 comprehensis c/ 4, ( ,,m,y,,y g , a/fg flouse, a

son continues to desclop a .
energy education center 10-

"'"*I""'"wide range of supply- and cated adjacent to Zion Sta-

demand-side management g fy /,,,a m/nfanffaut tion, offers more than 45 in-

programs, designed to ena- teractisc energy-related ex-
iiilta n nt tuim thi .

ble I'dison to def,er the hih.its and a wide range of

educational programs forneed to msest in additional , ,yypay , g , f y,y /, y
students of all ages. Thegenerating capacity. A nota- 99than ont n ai aunhic demand-s.de success new facilir3, w hich has at-i

1 tracted more than 20,000
I last 3 car was the Common-

wealth Edison Energy Co- visitors in its first four

operative. The t hree-y ear months of operation is al-

pilot program enlisted the ready booked with school

panicipation of fifteen of our largest customers, groups from across our northern Illinois senke

w ho soluntarily reduce electrical demand on arca into mid-19E

the hottest summer days when heavy demand

for air conditioning pushes usage to maximum We Remain Committed To Our ShurehoMers

output levels.
-

, ur highest prioritics, as we prepare to nasi-
,

We're pleased also to report the su:cessful - gare the shoals of an uncertain future, are to

renegotiation oflong standing coal and rail trans- continue to provide the quality of senice our cus-

ponation contracts. Projected savings of more tomers demand, while taking all necessary steps to

than $2 billion over the life of the contracts will impnne the Company's financial performance. Ar-

he achieved b3 shifting production of low sulfur cordingly, we will continue to seck resolution of our

coal to mines whose costs are lower and utilizing pendmg rate matters on a fair basis y hi(h will pro-

lighter weight aluminum rail cars to enable 1 di- vide Edison the lercl of resources needed to

son to mme roore coal at a lowcr cost. strengthen and expand service to our customers.

Your company has also made a small but im- These moves, we trust, will ultimately lead to -

portant investment in the energy education of returns on inscstment that our loyal sharcholders

young people, our future customers. The Power deserve and expect. .

y
e
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.Uanagement's I)iscussion and.1naksis ofl'inancial Cimdition and Results qf Opnations

1.iquidity and Captal Resrmrces

Capital I!ndects. Comnmnu cahh Edison Company (Compan3) and its elect ric utility
sulnidiary, Commonucalth Edison Company of Indiana. Inc. (collectisely, companies), has e a

const ruction program for the threc-3 car period 1993 95 which consists principally of
improsements to the companies' existing nuclear and other electric production, transmission

and distribution facilities. It does not include funds (other than for planning) to add generating

capacity to the Company's sy stem. The program, as apprm ed by the Company in January 1993,

talls for electric plant and equipment cxpenditure, of appmsimately $2,700 million (excluding

nucicar fuci expenditures of approxim itely $780 nullion). This is a decrease of approximately

$450 million compared with the wnunon 3 cars (1993A4) of the previously apprm ed
construction program. In part, the decrease retlects a reduction in capital spending announced

by the Company in July 1992 due to ads erse fmancial circumstances. For additional
information concerning the cmt reduction plan, see " Rates and Financial Condition" below, it

is estinuted that such construction expenditures, with cost escalation computed at 4.597

annually, u dl he as follows:

7hr )iw
<d e nam IM Ini IM Taalou;.i e n

pr od ucnon $330 5310 $340 $ 9M0

Transmission and 1)istnhution 470 440 525 1,435

General 100 100 85 285

Tot al $9no $S50 $950 $2.700

The Company's forecasts of peak load indicate a need for approximately 500 megauatts

of additional gencrating capacity, or for equis alent purchased power or demand-side
management resourccs,in 1996 and similar additional amounts each car thercafter through theS

y ear 2000. These resource oceds rettect the current planning resen e margin recommendations

of the Slid-Amcrica Interconnected Netwoik O!AIN), the reliability council of which the

Company is a memhcr. The Company's forecasts indicate that the additional resource need

would exist only during the summer months. The Company does not expect to make
expenditures for additional capacity to the extent the need for capacity can be met through

cost-cifettive demand side management resources, non-utility generation or other pouct

purc hases. 'l o assess the nurket potential to prmide suth cost-effectise resources, the
(;ompany has issued soli (itations for proposals to supply it with cost-cffective demand side

manancment resoun cs, non-utility generation resources and other-utility pow er purchases
sufficie nt te meet forecasted requirements thiough the 3 car 2000. The responses to the

sobritation suggest that adequate resources to meet the Company's needs could he obtained

fmm those sources but the Corupany has not yet determined whether those sources represent

the most economical alternatise. If the Company ucre to build additional capacity to meet its

necd,it would need to make additional expenditures during the 199b95 period.

The Coinpany has not budgeted for a nurnber of projects particularly at generating
stations, w hich could be rcquired but which the Compar3 does not expcct to be required

during the budget period. In particular, the Company has not budgeted for the construction of

10
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scrubbers at its Kincaid generating station or for the replacement of major amounts of piping

at its boihng water reactor nuclear stations.

Purchase commitments, principally related to construction and nuclear fuel, approximated

$1,095 mdlion at December 31. 1992. In addition, the companies base substantial
committnents for the purchase of coal under long-term contracts as indicated in the following

table.

|ceaa nriJ Commament(II |

lilack liutte Coal Co. 1993-2007 $1,343

De(ker Coal Co. 1993-2015 $ 961

Peabody Coal Co. 1993-1994 $ 92

Ilig florn Coal Co. 1998 $ 20
n > Iu:imant ~ts av mdhoso ofdsm Fort enur k ruimate orjuruir asalarma ba.< twn in.2<!<.

For additional information concerning these coal contracts and the Company's fuel supply, see

" Rate Proceedings" and "Results of Operations" belou and Notes 3,17 and 19 of Notes to

Financial Statements.

The construction program uill be resicwed and modified as necessary to adapt to changing

economic conditions, rate lesels and other rclesant factors including changing business and

legal needs and requiremcnts. The Company cannot anticipate all

such possible needs and requirements. While regulatory needs in

p rticular are more likely, on balance, to require increases inOur customers
have their sa) . . . construction expenditures than dec reases, the Company's~

financial condition may require compensating or greater
/99.f .a wat n/ reart, um

reductions in other construction expenditures. h,ec " Rates and
n'dus undeniahh trari- - Financial Condition" below for additional information concerning.

erf/h of our ,umpany andit3 ' the construction program.

- enrplew |laar <ustamm. and
Capita / Resources. The Company has forecast that approximately

a&r uhverm. /<nt frutte r of one-half of the funds required for its coratruction program and
'

oer et/ orts On the Ad/uiring . other capital requirements, includmg nuclear fuel espenditures,
nuclear decommissioning contributions, sinking fund obligationspqsr3wArst empir3sionru/

;'- and ref nancing of debt maturities (the annual sinking fund-

1Gernedunwith hdison at arvort requirements f.or preference stock and long-term debt are
Ar *Mr# ear kr .1. summarized in Notes 7 and 8 of Notes to Financial Statements),

| .. ..
, .

..
uill be prmided from internal sources. The forecan was based on''.

.

l the rate increase authorized by the rate order issued by the Illinois

Conuncree Commission (ICC) on January 6.1993, as subsequently

amended on January 20,1993, (Remand Order) and retlects the refunds including interest

required to be made to customers in 1993 under that order. As noted in "flyron Unit 2 and
tiraidwood l' nits 1 and 2 Rate llase Proceedings" under " Rate Proceedings" below, the
Remand Order has beer sta3cd by the lilinois St.preme Court (Supreme Court)'. To the extent

that significant additional customer refunds are made, then funds as ailable from internal

somces for the construction program and other capital requirements w ould suffer

11
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cmrcspondingly signincant reductions. In testimon3 filed with the ICC on August 10, lW2. the

(:om;uny stated that, depending on the outcome of the rate pmceeding for whith the Remand

Order was issued and other proceedings pending befwe the ICC, it expects ditlicuhy in terms

of cost, asailability and flexibihty in raising funds to fund its construction program. In part to

rcHeci expected reductions in its internall3 generated funds, the Company reduced its 1993 95

construction program by approsunately $450 million when

. .. .

compared with the conunon years (1993 94) of the presious|3

approsed construction program (see " Rates and Financial

We tah thmgs /ity
~ Condition" beloe

. The ts pc and amount of external 6nancing will depend
elettrwsty for gruntalin '

on nnancial market conditions during the three. year period
mm/rrn /r/r. /w/ /'m money financingIW3 91 Ahhough the Compan3's new

e/hngvoa./ haw anee re<piirements decreased signdicantly with the completion of

. appmianw/ /w rhat c<e un i" ""dcar generating c apacity construction prograrn, they
hasc subsequenth inucased due to higher expenditures and

*

/vnrath thru snwn -
ioner operating cash flows resulting from the regulatory and

adat thru Mewn <mn #* court orders desuibed in " Rate l' rot erdings" below and in

temsfa/rer this //. cop Notes 2 and 3 of Notes to Financial Statements. A portion of
'

)), - the Company's financing is espccted to be prmided through
$tm/mg) m<t>

the sale and leaseback of nuticar fuel. The Company has

f n scvounan. on.0w wenc . - . unused bank hnes of ciedit u hich may be bormued at 5 arious
wd hn cmmenn c<c" interest rates and which may be seemed or unsecured.

Co!!atcrat. if required for the borrowings, uould consist of hrst

mortgage bonds issued under and in accordance with the

prm isions of the Company's mortgage. See Note 9 of Notes to Financial Statements for
infonnation concerning hoes of credit. See the Statements of Consolidated Cash Flows for the

construuion expenditurcs and cash flow from operating actisitics for the 3 cars 19911991 and

t w o.

l)uring 1992. the ( ompan) twucd an aggicgate of 610,715 shares of comnmn stock for

approximatch $15.570,000 under its emploSc stot k plans: sold and leased back an aggregate of

approximately 5190 3 30 000 of nudcar fuel; issued $1.253.000.000 aggregate principal amount

of first mortgage bonds; and $730.000,000 of other long-term delst. The proceeds of debt
seemitics issued during 1992 were or will be used to discharge or refund outstanding securitics

and for other general corporate purposes.

The (:ompan) has effeuh c " shelf" registration statements with the $ccurities and
Exchange Conunission im the proposed s.de of up to an additional $800 mdlion principal
amount of debt securines mnsisting of nrst mortgage bonds and notes, and an additional $100

milhon of uunnlath e preference stock, m cath case for general corporate pur;mses of the

( hunpany, includme the discharre or refund of other outstanding securifics.

Rules and Financial Condition. The Compan3's nnancial condition is dependent upon its
ab; lits to generate ics enues u his h cm er its cost . To maintain a sausfauory financial condition,

the Compan3 toust rewccr the costs of and a return on completed comtruction projects.

Il
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including its four most recently completed generating units, and maintain adequate debt and

preferred and preference stock coverages and common stock equity earnings. The Company
has no significant resenues other than from the sale of electricity. linder the economic and

political (onditions presailing in Illinois, the Company's management recognizes it must do

escrything possible to operate within the constraints of allowed rate levels. Therefore, the

Company's 6nancial condition will depend in large measure on the Company's les els of sales,

cxpenses and capital expenditures as well as on the outcome of rate-related matters before
|

| the ICC.
On August 10,1992, the Company filed testimony in the rate proceeding for which the

i Remand Order was issued, which stated that investors regard the Company as one of the
| riskiest electric utilities in the country and that any purchase of the Company's common stock

|
is, m large part, a speculation on the Company's disidend and on the ultimate conclusion of

the rate proceeding. The testimony also stated that the ratings on the Company's debt
securities were at risk and that a dow ngrading of these ratings would jeopardize the Company's

lesel projections contained in the testimonyability to raise ca; ital. In addition, rate
|

|
eharacterized a $100 million rate increase result as "6nancially devastating" in view of the large

I

refunds and reduced cash flows under such a scenario and the projected substantial reductions

in the Company's retained earnings and the projected substantial increase in its external

| financing requirements.
| In response to the adverse regulatory and judicial decisions, the Company has
|
; implemented a cost reduction plan involving various workforce reductions through early

retirement and voluntary and involuntary separations. Such reductions, when combined with

other actions, are expected to save approximately $130 million annually in operation and

maintenance expenses. The workforce reduction resulted in a charge to income of

| approximately $23 million (net of income tax effects) in 1992. In addition. the 1993-95
construction program represents a decrease of approximately $450 million when compared with

the common years (1993 94) of the presiously approved construction program. Other actions

are under consideration to proside adJirional cost savings including the closing of one or more

fossil or nuclear generating stations.

In addition, the quarterly common stock disidends, payable Nosember 1,1992 and
February 1,1993 uere reduced 47% from the seventy-6ve cents per share quarterly amount

paid since 1982. Dividends were declared on the outstanding shares of the Company's
preferred and preference stocks at their regular quarterly rates. The Company's Board of
Directors uill continue to review quarterly the payment of dividends.

Further, significant rate refunds or charges other than those prmided for on the
Companis books and/or signincant additional write-downs of assets could eliminate the
Company's retained earnings (approximately $847 million as of December 31,1992) and

interrupt dividend payments on its capital stocks. Illinois law provides that a utility may not

pay any dividend on its stock unless "[t]he utility's earnings and earned surplus are suf6eient

to declare and pay same after provision is made for reasonable and proper resenes." or unless

the utility has speci6e authorization from the ICC. In addition, the Company's restated articles

of incorporation require that redemption payments on preference stock subject to mandatory

redemption requirements be suspended unless dividends payable on outstanding shares of

preference stoc k hase been paid, or declared and sufncient funds set aside for their payment.

{ 13
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The current ratings of the Company's secunties by three principal securities rating
agencies are as follows:

[ Atambud IMfd
| tlads ) 31%r firip

First mongage and setured pollution connol bonds llaa2 111111 111111

Publicly-hcid debentures and unsecured pollution control

obhgations llaa3 111111 - 111111 -

(:om crtible picicrred stock haa3 1111'l - 1111 +

Preference sn.ck haa3 111111 - 1111 +

Conunercial paper P2 A-2 Duff 2

The Company cannot preditt the efTect of the outcome of the proceedings described
under "Itaic Proteedings" below and Notes 2 and 3 of Notes to Financial Staternents on the

(ontinuation of its cunent ratings by the sccuritics rating agencies which dow ngraded the

securities during 1992 and in Jannary 1993 as a result of deselopments in the proceedings
leadmg to, and the issuam e of, the itemand Order.

Businen and Competition. The electric utility business has historica ly been (haracterited by

rctail senice monopolics in state or locally franchised senice tenitories. Ins esror-owned

electne utilitics base tended to be scrtically integrated with all aspects of their business
subject to pervash e regulation. Ahhough customers base normally been free to supply their

elecnic power needs through self-neneration, they has e not had a choice of electric suppliers

and self-generation has not usu.dly been economical.

The market in which electric utilitics like the Company operate has become more
competinve and many observers believe competition will intensify. In addition, suppliers of

other forms of energy are increasingly competing to supply energy needs which historically

were supplicd primarily or esclusively by electricity. In this regard, the Energy Policy Act of

1992 ( Att) udi hkdy hase a signihcant cifcet on companies engaged in the generation,
transmioion, distnbution, purchase and sale of electr city. This Act, among other things,
espands the authority of the Federal 1::ncrgy llegulatory Commission to order electric utilities

to transmit or "whcci" power for others, and f acilitates the creation of non utility electric
generatine, compan et Ahhough the Company cannot now predict the full impact of this Act,

the Act w di hkely create and increase competition affecting the Company.

Reculation. The compames are subject to state and federal regulation in the conduct of their

operations. Such regulation includes rates, securirics issuance, nuclear operations and
cmironmental maners. In the cases of nuclear operations and ensironmental matters >uch

regulation can and does affect the companies' operational and capital expenditures.

The Clean Air Act Amendments of 1990 (Amendment 0 require reductions in sulfur
ihmkle and nitrogen oxide emissions from coal burning power plants and will require
reductiom in sulfur dimide emissions from the Company's Kincaid station and in nitrogen

mide emissiom from the Company \ puheriecd coal boilert Ilhnois legislation icquires the
(:ompany to submit a cornpliante plan to the ICC with respect to Kine.ud station. The

14
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e

Company expects that it will continue to bum Illinois coal at Kincaid station for the 3 cars 1995

through 1999, and that it will purchase emission allowances that are expected to be available
under the Amendments, if necessarv. The Company expects to install pollution control

equipment for Kincaid station by the year 2000.

Cafiital Structure. The Company's ratio of long-term debt to total capitalization has increased
to 54.09 a't December 31,1992 fmm 50.79 at December 31,1991.

Rate l'roceedings

The Company's revenues, net income and cash t'ows have been affected directly by various

rate proceedings during the past three years. These proceedings base related principally to the

rate base treatment of the Company's four most recently completed nuclear generating units,

but base also related to the reduction in the difference between

. .
_

the Company's summer and non-summer residential rates that
w as first effected during 1988. Such proceedings, as uell as

.
.

'

Aa,4 n/ /hr Adien proceedings relating to the recoverability of the Company's coal

'"' " "' ' " ~ " " ' " ' ' "~'' " '"" ""' ~ ' "
r loves i dealt uth idunne

effect on the Companis resenues, net income and cash flows
the storm mlarid nutauri gu7; g yq3_

w/ led in thi nn ution at

theiriak // th<u performana- Byron Unit 2 and Braidwood Units 1 and 2 Rate Base
/*roceedings. These proceedings relate principally to the rate base

1 is ans indn atwn. treatment of Ilyron l ,m.t 2 and lir,ndwood Um.ts 1 and 2
.

smmunera/th Adnun n a (collectinly, Unitst On March 8,1091, the ICC issued a rate

w// f,, 34,p ' N order in the proceedings granting the Company an aggregate
annual increase of approximately $750 million in its base electric

operating tevenues, to be phased-in mer a three-year period. On

h I. nun Rnne December 16,1991, honeser, the Supreme Court remanded that

-
'"" '

rate order to the ICC for further proceedings and, on February .3,

|
' '

1992, ordered that the second and third phases of the
' rate merease be suspended. Consequently, only the first phase

increase of approximately $4M3 million has become effectis e, although the res enues
thereunder base been collected, and are bemg collected, subject to tefund as a result of a prior

interim decision of the Supreme Court in these proceedings. As of December 31, 1992,

approximately $H09 million (including resenue taxes of approximately $3S million) has been

recorded as electric operating resenues under the March 8,1991 rate order.

On Januarv 6,1993, the ICC issued an order in the remanded pniceedings, ubich order,

as subsequently modified on January 20, 1993, provided that the presently effectisc rate
increase should be reduced by approximately $339 million to $144 million and ordered that

refunds tuith interest at five percent from March 20,1991) be made to customers by credits to

their bills osei a six-rnonth period commencing Februars 15,1993. The Company estimates
that as of December 31.1992, SM7 million (which includes interest through December 31,

1992, and res enue taxes) unuld be subject to refund under the terms of the Rcmand Order.

15
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On January 21,1993, the Supreme Court granted the Company's request for a stay of the

effectneness of the Rcmand Order pending administrative and appellate review; however, the

Supreme Court denied the Company's request to take the matter on direct appeal on an
expedited basis. The Company intends to file a petition for rehearing with the ICC relating to

the Remand Order. The Company is not presently able to determine the ultimate effect of

the Remand Order. In siew of the stay and the pending
appeal. it has not recorded any prmision for revenue refunds
and related interest accruals under the Remand Order, which

II ,ar G/enkrd would base reduced net income by approximately $378Ft
million or $1.77 per common share if a prmision had been

replows. Isrb Hh andJohn
recorded as of December 31,1992, in addition, the Company

Gonza/n. trpervat rhat has not recorded the income effects of the recovery allowance

grra/ vrtwe is a// abrm/ on deferred carrying charges allowed in the Remand Order,

Ther deda / /rrar me Mr I . whkh would hase immd net income by approximately
.

$275 million or $1.29 per common share if it had been
aws a pns/em Thrs tirated

- recorded as of December 31, 199,, net of associated

me her a human bemg ando amortization since March 20,1991. Such recovery allowance,

kad.a pns/em if ultiniately upheld, can only be recorded to the extent it isi

permitted under generally accepted accounting principles.

Although the Company is continuing to collect the

Jeffres E. Newn resenues provided for under the $483 million rate increase, it
WarrqnnHe

'

expects to record a provision for resenue refunds and related'

interest accruak for amounts collected mer the $144 million

rate increase level prmided in the Remand Order on and after

January 15,1993, the effecthe date of the Remand Order prior to the Supreme Court's stay.

In addition, the Company is not presently able to predict the amount of refund
obligations, if any, it may have as a result of the rider to its rate schedules that it filed with

the ICC in connection v.ith a proceeding dealing with the change in the federal corporate
income tax rate made by the Tax Reform Act of 1956. l'nder the rider, the Company had
been recording in " revenue accounts subject to refund" from July 1,1987 through the
effectiseness of the March 8,1991 lCC rate order, a percentage of its revenues (5.54% or

approximately $300 million on an annual basis). Various interrenors are seeking refunds under

the rider

l'or additional information regarding thcsc proceedings and an appeal pending before the
1
l Illinois Appellate Court (Appellate Court ) by certain inten enors relating to the ICC's

determination of the interest rate applicable to refunded amounts and the amount of the
refund to the residential < lass associated with the resersal of the December 30,1988 rate order,

,

see Note 2 of Notes to Financia! hiatements.

flyron I' nit / Remand I'roceedino. These pmceedings relate principally to the rate base
treatment of the flyron (! nit I nuclear generating unit, which was included in the Company's
rate base as a result of a 1985 rate order. That rate order has been the subject of litigation w hich

has focused on the arnount of ih ron 17nir l's construction costs that should be induded in the

16
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Company's rate base. During 1992, this litigation culminated in an April 16,1992 Supreme
Court decision which affirmed an August 1989 ICC order finding that approximately $200

million of additional plant costs should be excluded from the Company's rate base and
essentially afnrmed determinations made by the Circuit Court of Cook County, Illinois (Circuit

Court) regarding associated customer refunds and interest.
The income effects of the disallowance and related customer refunds were largely

recorded in October 1989($62 million or $0.29 per common share) and the second quarter of

1990 ($208 million or $0.98 per common share), although additional provisions for refunds and

related interest were recorded by the Company during 1992 (aggregating approximately $50

million or $0.24 per common share). The customer refunds were made during the second half

of 1992, except for a final reconciliation (w hich is expected to continue through June 1993).

I,cft open in these proceedings, however, is the issue of w hat refunds, if any, should be
-

made as a result of the disallowance for the period fmrn January 1,1989 through hlarch 19,
1991. (The Starch 8,1991 rate order in the Ilyron Unit 2 and liraidwood Units 1 and 2

Protecdings provided for the removal of the disallowed costs from the Company's rate base
when it became effective on Alarch 20,1991.) The Supreme Court also sent back to the ICC

an issue involving the reasonableness of approximately $81 million of plant costs (currently
.

included in the Company's rate base) for additional fmdings. Ilearings have been scheduled

by the ICC to determine the issue of refunds. if any, for the period beginning January 1,1989

The hearings are expected to be completed in the second quarter of 1993. The Company is

not yet abic to predict the ultimate effect of the Ilyron li it 1 pmecedings or of any additionaln

refund obligations for the period January 1,1989 through N1 arch 19,1991 arising as a result of

the proceedings.
For additional information regarding these proceedings, see Note 3 of Notes to Financial

Sta teme nt s.

1 Summer /Non summer Rate Dit]'erential 1%ceedino. These pmceedings arose out of the
1
' reduction in tb. Cfference between the Company's summer and non-summer residential rates

that was first effecteo during 1988, which was the subicet of two ICC orders in April and June

1988. lloth arders tere intended to reduce the difference without affecting the Company's

oserall revenues prmided under the then effective rates set in the Company's 1985 rate order.

The Company hilled under the rates allowed under the June order. Those billings resulted in

1988 resenues appmximately $150 million greater than would have been billed under the April

order and approximately $5.7 million mer what would hase been billed under the 1985 rate
order. The Illinois Attorney General and the State's Atmrney for Cook County filed complaints

'

with the ICC asking it to order refunds based on the ddTerence between the actual revenues
- -

billed and the revenues that would base bec.n billed under the April order, in subsequent

htigation, the Appellate Court declared the June order soid and twice remanded the matter to

the ICC for detennination of the appropriate refunds. The nrst ICC remand order determined

that $5.7 million plus interest should be refunded, w hich the Company refunded in its hlay

1990 billing cycle. The second ICC remand order, which was issued on Alarch 18,1992, again

determined that the refund * $5.7 million plus inttrest was appropriate. The matter is

currently before the Appellate Court on appeal.
._~e
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For additional information regarding these pmceedings, see Note 3 of Notes to Financial

Statements.

/ url Adju3tment Clanu /%redim:3. Under Illinois law, the ICC is icquired to hold public
hearings to determine w hether a utility's fuel adjustment clause reficcts actual costs of fuel and

power prudently purchased and to reconcile amounts collected with actual costs. The
Company is curiently invohed in proceedings relating to the amounts collected under its fuel

adjustment clause with respect to 19M7 through 1991 Both the ICC Staff and certain
intenenors hace challenged the prudency of the Company's ucstern coal purchases and,

consequently, the recmerability under the fuel adjustment clause of a portion of such costs. In ,

the 1988 proceeding. the ICC Staff filed testimony recommending that the Company refund

at least $280 million of its fuel adjustment clause collections for the period from 1985 through

1988 based on, among other things, allegations that the Company failed to make changes in its

ucstern coal contracts, including buying-out or terminating some or all of those contracts.
Simil.u allegations can be rnade for years after 1988. Certain intenenors base also submitted

testimony in the 1988 proceeding stating that the Company should make refunds to its
customers as a result of alleged imprudent purchases of coal in 1987 and 1988 under the

Company's western coal contracts, based on the difference between the contractual purchase

price and prevailing market prices. Although the ICC presiously concluded its pmceedings

with respect to the Company's fuel adjustment clause collections in 1985 and 1986, it reserved

the right to reopen those proceedings to incorporate the results of its investigation into the

prudence of the Companis ucstern coal purchases in connection with the 198S proceedings.

The Company expects continuing challenges to the reemerv of the cmts of its ucstern
as well as future regulatorycoal in the pending fuel adjustment clause proceedings

proceedings. The Companis uestern coal contracts w ere renegotiated during 1992 to prmide,

among other things, for significant reductions in the price of the toal effectise as of January 1,

|
1993. 11ou cs er, the renegotiated contracts prm ide for the purchase of coal at prices

| substantially above currently prevailing market prices and the Company has significant
1

purthase commitments under its contracts. In addition, the Company has renegotiated its rail

contracts for delisery of the u cstern coal at significant reductions in rail rates. The Company is

j unable to predict the ultimate effect of the regulatory proceedings concerning the recmcry of
I its coa! cmts. Coal costs (including costs of resene coal) w hich are not reem crable in rates, if =

any, uill bas e to be charged to income.

For addition.d information concerning the Companis fuel adjustment clause proceedings
and coal resenes, see Notes 3 and 17 of Notes to Financial Statements. For additional

mformation concerning the Company's coal purchase commitments, see " Liquidity and

Capital Resources," subcaption " Capital Budgets" ahme.

.
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Residts of 0perations

Earnings Per Common Share. The Company's carnings per common share ucre $2.08 in
1992, 50M in 1991 and $0.22 in 1990. The 1492 results ucre signincantly affected by the
decreased level of kilowatthour sales due to a cooler than normal summer, higher operating

4

and maintenance expenses, higher revenues resulting from the full etTett of the rate increase
'

which became effective on March 20,1491, louer fuel and purchased powet costs and the 1992

reduction to net income of $50 million or $0.24 per common share to reflect a procision for
additional refunds and interest related to the 19S5 rate order. Excluding non-recurring items,

carnings per common share in 1992 would base been $2.32 per common share. As discussed

below,1991 earnings per common share prior to non-recurring adjustments would have been

$2.67 per common share. .

The 1991 results were significantly affected by recording

g .

$734 milhon of the u nreasonable plant cost disallowance
applicable to the l' nits included in the ICC's March 8,1991 rate

N '

orders The Company recorded in March 1991 a write-down of/f /m,f,v/ hte r4r /1.y

*PP~ " # ''Y "" "f ' '"" P''"' '" * " " "'i"R'h*'
Menwr, iumene to hk-rate

portion of the l' nits' unreasonable plant cost disallowance not
na kvas4, re cerr a// unt n - contested by the Company before the Supreme Court, resuhing

the strer/ < /apping and " in a non-recurring reduction to net income of approximately $17

yffg,y 4,,,yg , U milhon m $0M per cornmon share in accordance uith Statement
of Financial Accounting Standards No. 90. The remaining portion

of the unreasonable plant cost disallouance (approximately $707
million) was recorded in Nmember 1991, resulting in a non-'

.'

st.mh o < k me" recurring reduction to nct income of approximately $534 milhon
%,u,auc

or $2.51 per common share. This was recorded following the <

y
o n the .unut ,o Ea. on ace

Supame (,oun,s December E P191 dec. .ismn reinanding the M,, .

n, rewore m e, n, her
ncythew.rhood 4M houn ,titet u orders. The rate increase efTectn c March 20,1991 partially offsets

' wins km durma a s udem nrorm> these reductions.

The sharp decline in 1990 carnings tesuhed primarily from a

non-recurring $461 million icducoon to net income or $2.17 per

common share, secorded in the second quarter m prmide for revenue refunds ordered by the

ICC in the remanded proceedings follouing the Supreme Court's rescrsal of the ICC's
December 30, 1958 rate order and other resenue refunds estimated to be ordered following

the Appellate Court's decision affirrning an ICC order of August 23,10M9 disallouing
approximately $200 million additional lhron l' nit 1 construction costs, and to retteet a urite-
doun in the costs of flyron l' nit 1. A portion of the effc(ts of the ICC's August 23.1989 order

which the Company did not contest ($62 milhon or $0.29 per tommon share) was recorded in

1959. In the remanded proceedings, the ICC also ordered the Company to roll back its rates,

effectisc July 1,1990, to the lesels that existed prior to January 1,19M9 (after reflecring a
scheduled $56 milhon reduction in rates that took place on January 1,198% The resuhant

reduced revenues ads ersely affected the Company's 1990 carnings.

See " Rate Proceedings" abmc and Notes 2,3 and 17 of Notes to Financial Statements

for information relating to the Company's recent rate proceedings.
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Llomarthour Nales. Kilowatthour sales to ultimate consumers decreased 4+4 in 1492
pnncipalh reflecting lower kilowatthour saics to residential consumers due to a cooler than *

normal summer. Kilowatthour sales to ultimate consumers increased 5.29 in 1991, the result

of mereased sales to all principal customer classes and a warmer summer in 1991 than 1990.
Kilowatthour sales to ultimate consumers increased 2.51 in 1990, the resuh of increased sales

to residential, conunercial and industrial, and public authority

customers and a warmer than normal summer. Kilowatthour
- ' ~ ~ sales induding sales for resale decreased 3.M in 1992,

i Wy dad u extra evn/ increased 1.29 in 1991 and decreased 0.59 in 1990.
|
| heraure cchin powph doit

Electric Operating Ret enues. Operating res cnues decreased
hat < ek, try, irt a dmdt D9 mlhon in 1992 principally reticcting a lower !csci of

. matter if iti n, /4, middh n/ ' Lilowatthour sales due to a cooler than normal summer, a

t4, nicht ur i/ 4, i tired. 4, decrease in the recmcry of energy costs under the fuci
adjustment prmision in the Lompany s rates and a prmision

a ont andyrs the hehrs
for res enne refunds of appmiimatcly $18 rnillion related to

hd'l "* the flyron i nit I remand proceedings. The decrease more
than otTset the f ull effcot of the rate increase u bich became

effecth e Nian h 20,1491. Sec "Itate Proccedings" abmc and

Notes 2 and 3 of Notes to Fmancial Statements.lup woin. + oriana Part

(uni of i+ n ne. nc.an Operating resenues increased $9n5 million in 19a1 duc
I***' M'* '" ' to the ratt increase w hith became effe the on Manh 20,

1991, higher kilouatthour sales in 1991 and the fasorable

comparison m 1990 in u his h otes were rolled back as a result

of the reversal of the December 30,1988 rate order and pmvisions for revenue refunds were

made as a result of deselopments in the Ily ron l'nir 1 remand proceedings and the rescrsal of
the 1)cccmher 30,19XX rate order. Sec "! tate Pmccedings" abmc and Notes 2 and 3 of Notes

to Finantial Statements for additional information.

Operating resenues decreased 5509 million m 1990, principally reficcting the recording of

pms isions for res enue refunds resulting from the res ersal of the ICC's December 30,19S8 rate

order and desclopments in the Ilyron l' nit I remand proceedings (see "llate Pmecedings"

aboce and Notes 2 and 3 of Notes to Financial Statements). The decrease also reflects the rate

rollb.u k, effecth e July 1,1990, resulting from the res ersal of the Decembc 30,1988 rate order.

Operaung resennes for 1993 could be signifwantly affected by the outcome of the
regulatory and judicial mattcrs before the ICC and the courts icfened to abmc and in Notes 2

and 3 of Notes to Financial Statements. As noted m "!!yron I nit 2 and liraidunod Units 1 and

2 Rate Ilase Pmceedings" under "Itare ProcccJings ' although the Company is continuing to

collet t the res enues proGded for under ibc SN3 million rate increase, it expects to record a

prmision for resenue refunds and Iclared interest accruals for amounts collected over the 5144

million rate increase Icsel prmided in the Rcmand Order on and after Januarv 15.1993, the

ctfecthe date of the Rcmand Order prior to the Supreme Court's stas.
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Fuel Coats. Changes in fuel expense for 1992,1991 and 1990 primarily result from changes in

the userage cost of fuel consumed, thanges in the mix of fuel sourtes of electric energy

generated and changes in net generation of electric energy, Fuel mix is determined primarily

by sy stem load, the costs of fuel consumed and the availability of nuclear generating units. The

cost of fuel consumed, net generation of electric energy and fuel sou ces of kilowatthour

generation were as follows:

tw |[~ low 1@l

Cost of fact umsumed (per milhon Btut

N uc lear $0.52 $0.49 $0.56

( :oal $2.96 $2.84 $2.70

( hl $3.02 $3.37 $3.90

Natural gas $2.36 $2.48 $3.04

As crane all Iucis $0.97 $1.07 $1.07

Net ncncution of electric enercs unilhons of kilouaubourg 79.689 S2,046 83.152

I uci somces of kilou aubour cencration:

% lear 839 77% /99

j ( :o.d 15 21 20

( hi 1 1 -'

| Nanaal nas 1 1 1

1

| 100':; 1007; 1009

The cmt of nuclear fuel consumed in 1991 reflects an accrual for a $46 million court
ordered refund from the Departn ent of Energy (DOE) relating to spent nuclear fuel disposal

costs. An offsetting amount was mcluded in defened under or metreemered energy costs in
1)ccember 1991 and was refunded to the Company's ratepayers through the fuel adjustment

clause in February 1992. In connection with the Energy Policy Act of 1992, investor-ouned

electric t.tilities that hase purchased enrichment services from the DOE will be assessed
annually for a fifteen-Scar period amounts m fund a portion of the cost for the decontaminatior,

and decommissioning of thice nuclear emichment facilities operated by the DOE. The

Company's ponion of such assessments is approximately $15 million per Scar uo be adjusted

annually for inflationt The Act provides that such assessments are to be treated as a cost of
fuel. See Note 1 of Notes to I inancial Statements for information related to the accounting for

such costs.

Incl Nupply. Compa cd to other utilities, the Company has relatively low userage fuel costs.
This rcsults from the Compan3's reliance predominantly on lower cost nuclear generation. The

Companis aial costs, houeser, are high compared to thme of other utilities. The Company's
u cstern coal contracts u cre renegotiated during 1992 to provide, among orber things, fm

sinmficant reduc tions in the price of the coal effectise as of January 1,1993. Iloweser, the

renegotiated contracts provide for the purchase of cual at prices substantially above currently

pres ailing market prices and the Company has significant purchase commitments under its
contracts. In addition, the Cornpany has renegotiated its rail contracts for delisery of the
ucstern coal at significant reductions in rail rates. Coal costs (including costs of reserse coah

21
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6

w hich are not recuserable in rates, if any, uill has e to be charged to income. For additional

information concerning the Company's coal purchase commitments, see "1.iquidity and
*( :apit al Resou rces" above. For additional information regarding the Company's fuel

rewnciliation pmccedings and coal rescrses, see " Rate Pnscedings," subcaption " Fuel
Adjustment Clause Proceedings" abm e, and Notes 3 and 17 of Notes to Financial Statements.

l'urr hased l'umer. Amounts of purc hased power are primarily affc(ted by system load, the

asailability of the Company's generating units and the availability and cost of power of other
unlities

The number and ascrage cost of kilowarthours purchased were as follows:
,

[ tw 1991 tvw |u

K dow au hours v nulhons) 2,555 3,374 I,172

Cost per kih,w aithour
- _ ____. 1.84 e_I.78e 2.16e

__

Drfer red ( ~nder or OverrecoverrJ Energy Costs-Net. Flectric operating expenses for the

scars 1992,1991 and 1990 reflect the net thange in under or oserrecmered allowable energy
see "Fuct Costs" and " Fuel Supply" above anJ Notes I and 3 of Notes to Financia! ?mstt

Staicmentt

Operation und .1/nintenance fi.tpr uses. Total operation and maintenance expenses increased 8

appio3imately 9'I. IN'i and 69 during 1992,1991 and 1990, respectively, due primarily to an

imicase in operation and maintenance espenses associated with nuclear generating stations

and transmission and distribution facilities, cost of pension and other employe benefits, wage

increases, increased number of emplo3cs and the effcers ofinflation. The 1992 operation and

nuintenance expenses include tbc kcreased cost of pcmion and other employe benefits,
in(luding post-rcorement health care benefits (see Notes 12 and 13 of Notes to Financial

Statements) and an increase in operation and maintenance expenses awniated with nuclear

generating stations. Wage increases and the effects of inflation base aho increased op: ration ,

and maintenance expenses during the period. The cmt of pension and other employe benefits,

including post-retirement health care benefits, increased $72 million and $63 million in 1992

and 1991, respecthcly. The 1992 increase reflects the effect of the Company's workforce _,

reduction program m which a charge to income of $37 million was recorded in 1992. Nuclear

operation and maintenance expense increased approximately $105 million, $79 million and

$114 mdlion in 1992, 1991 ed 1990, respectis cly. Nudear regulatory initiatives and
requirements necessitated the addition of personnel and resources to meet the increased

regulatory demands increasing mcrall operation and maintenance expenses. Operation and
'

maintenance expenses associated with nuclear generating stations in future Scars may be
sirmficantly affected by regulatory, operational and other requirements. Operation and
nuimenance expenses awociated with the Company's trammission and distribution system

which increased $41 million and $27 million in 1991 and 1990, respectively, may increase in

future 3 cars duc. in part, to reflect the effect ofincreased customer expectations. In 1991 the

Cornpany ictorded a prmision of $25 million which reflected its estimate of the liability
aweiated with manufactured gas plants. For further information regarding a cost reduction

22
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plan and its effect on future operation and maintenance expenses, see " Liquidity and Capital

Resources," subcaption " Rates and Financial Condition" above.

Depreciation.1)cpreciation expense increased in 1992 as a result of reflecting in expense a full

year's effect of increased detommissioning costs allowed by the IC(:'s N1 arch 8,1991 rate
order, which became effecth e N! arch 20, 1991. 1)cpreciation

expense in 1991 decreased compared to 1940 due primarily to
j

' '

lower aserage annual composite depreciation rates as well as the| -

/n the past / rai /cy, reduction to depreciable plant facilities in 1991 retiecting the
effects of recording disallowed plant costs, partially offset by the

than enthusi+ti< a/niut
increase in decommissioning expense resulting from the ICC's

(.ummoneva//h Ednuni N1 arch 8,1991 rate order. I)cpreciation expense in 1990 was

performaer Doawn, thni . relathcly lesel compared to 19M9. See Note 1 of Notes to
" ' " ' ' ' ''''"'"'' ("' 5" "' * O "" '""# " " # D''' '' "

handhne of the (hi<ago flood
rates and decommissioning costs.

;

fuasta as an nampk ut a
'

pmNi, atthn at u> /W. kup Interest on Debt. Changes in interest on long-term debt and notes

a up Adnon. you mar . payable for the 3 cars 1992,1991 and 1990 were due to (hanges in

dangr er mind ret! )) average interest rates and in the amounts of long-term debt and

notes payable outstanding. Chances m. interest on long-term debt

t ustent wm retlect new issues of debt and the retirement and redemption of
' * P"4 L various issues whith ucre retinanced. The average amounts of

_.

long-tenn debt and notes pay able outstanding and average
interest rates thereon were as follows:

|[ / 09./ 199/ 19 9

Long-term debt outstanding:

Average amount (millions) $7,699.9 $7.314.3 $7,110.4

Ascrage interest rate 8.589 9.09% 9.12%

Notes payable outstanding:

As crane amount (millionsi $17.5 $1.9 $6.7

As crate interest rate 4A37 8.22 7 8.62G

Recot eryi(Deferrah ofI'lant Costs and Other Regulatory Assets--Net. In the h1arth 8,1991

rate order, the ICC prmided that, for raremaking purposc>, certain rate case and consultant

costs associated with the prudency audits for the l'nie, could be deferred and amortized.

Approximately $43 million of suth costs ucre capitalind and resuircJ in an increase to net
income in 1991 of approximately $24 million or $0.11 per common share.

Other /tems. The amounts of allowance for funds used during construction ( AFUI)C) reflect

changes in the average levels of insestment subject to AFl?!)C and changes in the average

annual rates as discussed in Note 1 of Notes to I inancial Statements. AFl I)G does not
contribute to the current cash tiow of the Cornpany.

23
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The ratios of earnings to fixed charges for the Scars 1992,1991 and 1900 w ere 2.06,1.59

and 1 A2, respectively. The ratios of carnings to fixed charges and preferred and preference

stock disidend rcquirements for the years 1992,1991 and 1990 were 1.78, 1.36 and 1.21,

re3pectis ely.

Husiness corporations in general hase been adversely affected by inflation because

amounts retained after the pay ment of all tosts base been inadequate to replace, at increased

costs, the productise assets consumed. F.le(tric utilities in particular hase been especially

affected as a result of their capitalintensise nature and regulation which limits capital recovery

and prescribes installation or nuidification of facihtics to
comply with increasingly stringent safety and ensironmental

,, ,
. .,

- -

. . requirements. Bc( ause the regulatory process limits the
"

I5 Afkr /ir ing i, - amount of depreciation expense included in the Cornpany's

revenue allow ance to the original cost of utility plantGitaget for ena nf er life,
investment, the resulting cash flow s arc inadequate to provide

1 nes- hett r my r/n/n% - for replacement of that inscstment in future Scars or presene

supp/try/ hy a rura/ r/run< the purchasing power of common equity capital previously
"" '* ' d -' v-op Ihr < ost is higher and<

'
'

For information concer ning certain pending matters
ske senwr is /ru. lakr er frwm

relating to the Company's rates which may base a substantial
somense av4n) /itrd rith ed<t effect on the Company's future financial condition and results of

'CrImme*nava//h Adi$>n i3 operarions, sec "Itate Pna cedings" abus e and Notes 2. 3,17

? better and <run /ns.
'

'" " " ' ' ' ' " " ' " " ' ' ''''~'"~
See Note 13 of Notcs to l'inancial Statements for

c.- . jmcc tienks ) information concerning the accounting standard regarding
.1

- Fairfield Illime pou retirement benet'its other than pensions.

See Note 14 of Notes to Financial Statements for
information concerning the actoonting standard which will

| require the Company to use an asset and liability approach for finar.cial accounting and
i

reportmg for income taxes rather than the deferred method.

14
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Report of.11anagment
:
<

The management of the Company has prepared and is respcmsible for the consolidated
fmancial statements and the related fmancial data contained in this annual report. In its - )

1
opinion, the statements have been prepared in conform..; * A genvally accepted accounting

.

principles. i

The Company's financial statements have been audited by Arthur Andersen & Co., [

independent puW =ccountants, approved by the shareholders.The report of Arthur Andersen |

& Co. on the Company's financial statements contains an explanatory paragraph with respect .

to cenain matters as described in their report appearing on page 26. Management has made ;

asailable to Arthur Andersen & Co. all the Company's financial records and related data, as i

well as the minutes of shareholders' and Directors' meetings. Furthermore, management

believes that all representations made to Arthur Andersen & Co. during their audit were valid
|and appropriate.

To meet its responsibilities for the reliability of the financial statements and the related i

financial data, the Company maintains a system of internal accounting control and supports's !

program of internal audits. In order to assure that the system is adequately designed and i

documented and that it is functioning as designed, the Company routinely reviews its system i

of internal accounting control. It is management's opinion that the system is adequate' to ' i

provide reasonable assurance that assets are safeguarded from loss or unauthorized use and that .

financial records are reliable for preparing fmancial information in conformity with generally !

accepted accounting principles. The concept of reasonable assurance is based on the -
Irecognition that the cost of a system of internal accounting control must be related to the

henefits derived. The balancing of those fae:ars requires estimates and judgment.
,

The lloard of Directors carries out its responsibility for the financial statements and the

related financial data through its Audit Committee, which is composed solely of outside ;

directors. The Audit Committee meets periodically with maaagement, the internal auditor and [
independent public accountants to ensure that each is carrying out its responsibilities, and to 6

discuss auditing, internal accounting control and financial reporting matters. Iloth the internal
*

auditor and the independent public accountants bas e free access to the Audit Committee, with

and without management present, to discuss the results of their audit work, the adequacy of-

the internal accounting cor trol and their opinions on other financial matters. j

i
}

- ,
.

,

:

James J. O'C<mnor John C. Bukovski {

Chairman Vice President !

:

i

,

!

'!

f
. :
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Report of Judeprndent Pu! die Aanniants

:

To the Sharehohlers of Conunonucalth Edison Company: j

t

We have audited the accompanying consolidated balance sheets and statements of
consolidated capitalization of Commonwealth Edison Company (an Illinois corporation) and -

subsidiary companies as of December 31,1992 and 1991, and the related statements of
consohdated income, retained earnings, premium on common stock and other paid-in capital, ;

and cash flows for each of the three years in the period ended December 31,1992. These t

financial statements are the responsibility of the Company's management, Our responsibility

is to express an opinion on these financial statement, based on our audits.

We conducted out audits in accordante with generally accepted auditing standards. Those

,tandards require that we plan and perform the audit to obtain reasonable assurance about -

whether the financial statements are free of matetial misstatement. An audit includes
examining on a test basis, evidence supporting the amounts and disclosures in the financial |

statements. An audit also includes assessing the accounting principles used and significant

estimates made by management, as well as evaluating the overall financial statement
pre:.cntation. We behese that our audits provide a reasonable basis for our op%on.

In our opinion, the financial statements refened to ahme present fairli, in all material
respects, the financial position of Commanucalth Edison Company and subsidiary companies

as of December 31,1992 and 1991. and the results of their operations and their cash flows for '

each of the three years in the period ended December 31,1992, in conformity with generally i

accepted accounting principles.
'

As discussed in Notes 2 and 3, the regulatory treatment for the Company's original cost

imcatment in the Ilyron and liraidwood stations is dependent upon the ultimate resolution of
* lilinois Commerce Commission (ICC) puxecdings regarding the allowable costs of those -

assets. As discussed in Notes 2 and 3, the Company is not able to predict the ultimate amount

of refund obligations and the resolution of other issues arising as a result of the preceding and i

other ICC regulatory proceedings. As discussed in Notes 3,17 and 19, the Company is

attempting to resohe certain cost related regulatory issues involving its imestment in coal r

reserves, coal purchase commitments and fuel adjustment (lause. The outcome' of each of

these matters is uncertain at this time.

,

f#
,

,

Chicago, Illinois

January 28,1993
:
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Rrpon ofIndependent Publir.3rrountants on Internal Anvunting Controh
,

,

To the Audit Committee of the Board of L)irectors of Commonucalth Edison Company: !
,

We have made a study and evaluation of the system of internal accounting control of - !

Commonwealth Edison Company and subsidiary companies in effect at December 31,1992.

Our study and evaluation was conducted in accordance with standards established by the

American Institute of Certified Public Accountants. ;

The Company's management is responsible for establishing and maintaining a system of

internal accounting control. In fulfdhng this responsibility, estimates and judgments by
management are required to assess the expected benefits and related costs of control _ ,

procedures. The objectives of a system of internal accounting control are to prmide [

management with reasonab!c but not absolute, assurance that assets are safeguarded against

loss from unauthorized use or disposition and that transactions are executed in accordance with ,

management's authorii.arion and recorded properly m permit the preparation of financial-
statements in accordance with generally accepted accounting principles.

Ilecause of inherent limitations in any system of internal accounting rontrol, errors or .i

irregularities may occur and not be detected. Also, projection of any c> . .ation of the system

to future periods is subject to the risk that procedures may become snadequate because of

changes in conditions, or that the degree of compliance with the procedures may dercriorate.

In our opinion, the system of internal accounting control of Commonwealth Edison
Company and subsidiary companies in effect at December 31,1992 taken as a whole, was
suflicient to meet the objectives stated above 'nsofar as those objectises pertain to the

prevention or detection of errors or irregularities ir amounts that would be material in relation

to the consolidated financial statements.
>

f
!

kst- ,p t - |n

Chicago. Illinois

January 28,1993

i

?
i

!
i

!
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Summary ofSelcard Consolid.ned Financial Data i
!

| tmdlions ofdtdlan eurptpersharr datal ' 1V91 /W1- IV9? IVH 19ss |
F.lectric operating revenues $ 6.026 $ 6.276 $ 5,311 $ 5,819 $ 5/,48 ' I

Net income $ 514 $ 95 $ 128 $ 694 $ 73x f
Earnings per cumnion share $ 108 $ 0.08 . $ 0.22 $ 2.H3 $ 3.01 '[
Cash diddends dedared per common share $ 2,30 $ 3Jx) $ 3.00 $ 3.00 $ 3m *

Total asets (at end of car) $18.016 $17.365 $17.889 $17,948 $17,822- 1S

Long-tenn obligations at end of car-excluding |3
. ?

curtcnt portion: j,.
4~ 1,nng-term debt and. preference stak subjeu to )

mandatory redemption requirements 5 7,913 $ 7,081 $ 7.341 - S 7,002 5 7.011 *

. Accrued spent nuclear fuel dispmal fee and
.

1clared interest $ 549 $ 530 $. 500 $ 462 $ 426 - }
Capital kne obligations $ 347 $ 3% $ 3H7 $ 413 $ 41H 1

IOthcr long term o tigations $ 650 $ 341 $ 225 $ 214 ~$ 189f

r

!<

>

!
'

Piire Range * and Divida Paid Per Shair o.f Common Stod 1
r

i

1992 the truarters) , nl (by quanm) i
Funk Third Swond Fint Fanrth Ibird Navnd Fint j

Price Itange: 't

liigh 26 27 % 34 W 40 % 42% ' 40% 40 40 't

1,ow 21 % 22 % 26 % 33 h 37h 36 % 36 33 % <

ik idends l' aid 40c 75c 7;c 75e 75e 75e 75e 75e i
'As reported as NYM Composite Transactions. |

ike Cmpsey's rummne umf is muled on the Nw York, Alukc.t and l'aak auf whanan, crak the tuirr mnkJ CMl. At'

; ik emkr.H, IW1. Ihm wr uppreamtards lis AU hiddm of mwd ef.hr lmpany's owmmon simi. *

j

i

|99] NtTYMurs undda|rs ,
i
!

Lhan< lurtrasrl lurrasrl Iwirax! ~ l
Optratrnt IDarract) kiloriatthour IDerrraxe) ti)a rraul )

Ret rauestiJ Over Sales !ker Occr |

(thowamh) 1991 (milhun.G IMI Cuurmen -(WI +

!
1(esidential $2.146,523 (7.0f4 19.269 (10.Mrs 2,981,141 U.9 's
Small commercial ;

'
and industrial 1,874,393 (1.7f5 22.662 (2.1 )W 282J)92 0.9 4 - -|

f,arge commercial {
'

and industrial 1,373,939 _ 2.S fi 22,163 ( 1.8)% 1,527 1 . 2 97 i(

Public authorities 452.508 (23fs 6.562 13.2)W 11,886 (1,26 I''

Llectric railroads 27,633 (2.9 f'i 410 (2.7)9 2 - Si - {
,

Ohimate
,

u>nsumers-total $5.874.w6 (3.96 71,066 (4.6G 3,276,f>N . 0.89- i
'

revenue ref unds- ' {
Provision = for

!

|| ' ultimate consumers (IM,372) - - |

Uhimate ~ |
- consumers-net $5,856,624 71,066 3,276.648 i

bles for resale 113A03 4.614 16-,.

|' Other resenues 56,094 - - - -
'

__. _,,
,

; $6.026.321 (4.0fX 75.6H0 (3.7 f5 3,276J64 ' O 8 'i j

(|) Se soin and .t of krei n 1inanaal Statements and the 5:atrwns of CwohdakJ frhamr for utfar,nattun niaud to Y

retare erfund< oed mam ndleard swhm1Iv rrfnd 'p-
:

! !

!-1 |
.

..
28 !
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' Statements of Consolidated huome
cornnwmaa Eduon compan,

andhbsidiary Companies .

-
|
r
!

(ibliM3aSds CHpt pW skarr dula) . lW)' ' E VW ' |

Efratic ojerating morars
(Notes 2 and 3h ,

Operating revenues $ 6,044,693 $ 6,276,384 $ 5,847,183 } |

Provisions for revenue refunds (18,372) (851) . (536,364) !

$6,026,321 $6,275,533 $5,310,819 j

!
*

Eleant operating et/wnses and taxes:
I

Fuel tNotes 1,3,10 and 19) $ 841,321 $ % 8,176 $ 978,775
^!Purchased power 45,579 72,980 21,624

Deferred (under)/overreemered energy costs-net i

(Notes I and 3) (30,254) - 31.204 8,415 ,
,

Operation 1,529,M49 1,412,3(6 1,160,166 [
hlaintenance 587,778' 527,489 489,463

Depreciation (Note 1) 835,359 825,402 878,93H . .

Recovery /(deferral) of plant costs and other regulatory ;

assets-net 3,330 (39,704) 1,659 !

Taux (except income) (Nore 15) 743,909 742,570 661,432
;

income taxes (Notes 1 and 14)-
. [

Current -I'ederal 139,H57 236,369 150,917

-State - 21,531 53,068 28,773 ~' -{
19,456 iDefened -Federal net 97,705 123,841'

~17,299 ' ~!-State-net 45,830 38,558

Investinent tax credits deferred-net (Notes I and 14) (32,376) 0 1,981) (28,386) |
$ 4,829,418 $ 4,% 0,338 $ 4,388,531 j

A/rrtric e 'ing irrrame $1,196,903 $1.315,195 $ 922,288

Otherincome and fdeduaionst
Interest on long-term debt $ (660,428) $ ((64,946) $ (648,603)
Interest on notes payable (775) (152) (577) ;

Allow ance for funds used during construction (Note 1)--,

llorrowed funds 17,213 13,500 13,840
3

Equity funds 19,960 18,272 22,526 [
Current income taxes appheable to nonoperating activities j

(Notes 1 and 14) 5,736 908 (5,932) '!
Disallow d plant costs (Notes 2 and 3) - (644,862) (133,661) -|

income tax reduction for disallowed plant costs
. |

'

(Notes 2 and 3) - 76,579 |
--

hiiscellaneous-net - (64.628) (19,607) (41,590) '

$ (682,922) $(1,220,308) $ (793,997)
s

Net income $ 513,981 $ 94,887 $ 128,291' .|
Prve'isionfor dit idends on prefernd andprrferrmr stoch 70,539 78,288 82,495

,

i

Set income on mmmon seal $ 443,442 $ 16.599 $ 45,796- ,

;

At erapr number of common sharrs outstanding 212,929 212,452' 212,032 - .i
Karwinc per wmmon sharr $2.0% $0.08 $0.22 ';

-

Cash dividends dalaredper wnmon sharr . $2.30 $3.00 ' $3.00 ;
q

:
,

he exampanying hta n FinandalStatments ore se irurgralpart of at ohne norments. |
|4

1 ?
?

- I
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ConsolidatedItalana krs J
t

t

L

f Rhmmsds althditon) Ik onkr .41. . lHI _ |
Aucts ?

Utriarplaer
(Notes I,2,3, H,16,17.nd lHk

I'lant and equipment, et original unt (irnhnles a onstronion work in
pfugeess of $1.165 snillion and $1.0% miliion, respectnely) $ 25,400,M22 $ 24,451,307 i

~ I,cu-Anumulated proddon for deptuiarion H 14ti,445 -7,442,427 ,

* i
$ 17,254,377 $ 17,tx)8.HNO

'

Nixtcar fuel, at amortized uni m) 1#,4 712,942

$ 1H,144,541 $ 17,721,H22 |
1,cu-Ao umulated defcned inuame taws (Note 14) 2,h61,%5 2,71 R,%H

$ 15,2M2,576 $ 15,002,H54

h

Intrumnera: Nudcar tictumminioning funds at vist (Notes 1 and II) $ 533,4t.1 $ 377,447
Sulmdiary unnpames (Noten 1 and 17) 112,W 113,435
Other investments, at ont (Note 171 123,324 121.,.392 i

t_

$ 769,t,H7 $ 614274 |
r

?

Cunrni aura: Cash (Note 9) $ ~ $ 1,939

Tempor.uy iash insestments, at ont whish approdrnaten market 14574', 20.1,997 i
Other cash is. vestments, at unt uhk h approdrnates enaiket 22.226 46.079 *

Spccial depouts at out whit h appronmares markrt (Note 11) 2:4,N99 16,774

lieteivables (Note 1)- i
Ctatomers 445,676 ~ 446,313 [
Other H0.248 94,791

!prminons ihr untullettible atxounts (12.97td (7.400)
Coal and fod oil. at astrage t.ost 327,134 21 %,H01

h!atenali and supplies, er average cost 404,54H - 4(wi,53H
~'.;

!)cfened umferretwered onctgy tusts (Notes I and 3) 2,971 - >

'l* repayments and ather 37,654 39.4(4

$ 1,714,134 $ 1,514.4 %

Ikknrd,Aarre l>crened plant unts and oilEergulatory aucts 5 74, % 2 $ 77,t.92

Othe:r 175,4x2 15H.013

$ 249.844 4 235,70%
,

$ 18,016,241 $11365,269 !
_

lh enemlowng hm tu Ymnonf htmenn er an snamaljwt of the nbe stairweh. b

!
.

k
?

',-'
:

i
t

t

i:
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Commouawlth Edhon Company
and Subsidiary Companies i

i.

Qdousands ofduilars)
(kum!w31, IMI | -i

.

liabilitws ,

. Capitaliwtion -

(see accompanying statements)-

Common stak equiry. $ 5,707,832 5 5,738.297

Preferred and preference staks without mandatory redemption
requirements 442,142 442/>48

Preference stock subject to mandatory redemption requirements 312,789 354,284 |

1,ong-term debt 7A00,692 ' 6.727,019

5 .4,063,455 $ 13,262,248 ;1
.

Cemnt haMirin:
Notes payable-bank loans (Note 9) $ 5/40 ,$ 2,000

Current poruon oflong-term debt, redeemable preference stak and ,

'

capitalized lease obligations (Note 11) 564,538 698,'116 '

Accounts payable 473,31H 386,159

Accrued interest 192,658 181,815 !

Accrued tases 165,763 262,239 ,

Dividends payable 101,961 177,461
'

Estimated revenue refunds and related interest 2,833 177,824

Customer deprnits 47,578 48,190

Deferred overrecovered energy costs (Notes I and 3) - 27,283-

Other 68,180 64,573
,

$ 1.622,429 5- 2,025.660

Other uencurrent habilitin: 'i

Accrued Spent nuclear fuel disposal fee and related interest
.

!

(Note 10) $ 549,422 $ 529,724'
'

Obligations under capital leases (Note 16) 347,413 3 %,467

Other (Notes 1,12 and 13) 655,927 341,197 .',
$ 1.552.762 $ I,267,388

Auumulatedde|mrdinmtmret tax credits (Notes 1 and 14) - $. 777,595 $ KW),973 .

Commitments audientingent liaNiitin (Notes 2,3 and 19)
,

$18,016,241 $17,365,269

The awompanying Narn to FinasaalStatemrets are an intgalpart of the aina vatmew.

1

|

|
1

i,

-

'I
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. Statanents of Consolidated Capitall:,ation commaarusta Edison compny
andSalaidrarv Companies -

| (dwands ofdouan) December 31, 1991|

Common stod rpity
(Notes 4,5 and 19h

Common st(wk, $12.50 par value per share-
Outstanding-213,305,404 shares and 212,677,168 shares,

respectively $ 2,fdh,318 5 2,658,465

Premium on common stock and other paid-in capital 2,210324 2,202,4 %

Capital stock and warrant expense (16.1%) (16.366)

Retained camings 847,186 893,702

$ 5,707,832 $ 5,738,297
-

Perferrrdandprrfarecestods without mandatory redemptwn requirrments
(Notes 4,6 and 11):

Preference stock, cumulatise, without par value-
-

Outstanding-10,499,549 shares 5 432,320 $ 432,320

$1.425 con ertible preferred surk, cumulative, without par value-
Outstanding-308,891 shares and 324,802 shares, respectis ely 9,822 10,328

Prior preferred stock, cumularise, $100 par value per share-
No shares outstanding - -

$ 442,142 $ 442/>48

' Perferrmr stod ssNect to mandatory rrdemption vrijairrments
(Notes 4,7 and 1Ih

Preference stoc k, cumulative, without par value-
Outstanding-4,425,445 shares and 5,218,577 shares, respectively $ 348,442 $ 397,860

Current redemption requirements for preference sterk included in
current liabilities (35,653) (43,576)

$ 312,789 $ 354,284

f.ang-term debt

(Notes 8 and 11):
First mortgage bonds:

Alaturing 1992 through 1997-5%% to 10%% $ 613,000 $ 900,000

Alaturing 1998 thmugh 2007---6%% to 10%% 2,159,655 1,959.655

Maturing 2008 through 2017-7%% to 12% 1,376,000 1,2 % ,000

Maturing 2018 through 2022--8%% to 11%% 1,785,000 1,185,000

$ 5,933,655 ' $ .5.340,655
Sinking fund debentures, due 1996 through 2011-2%% to 10% 121,093 526,002

8 Pollution control obligations, due 2004 through 2014-5%% to 11%% 353,200 353,200

Other long-term debt 1,613,246 1,033,5!7

Current maturities of long-term debt included in current liabilities (351,124) (471,281)

Unamurtized net debt discount and premium (Note 1) (69,378) (55,074)

$ 7,600,692 $. 6,727,019

$14,063,455 $13,262.248

ne aavmpanymg Nm to FieunaalStatemenn arr an mirgralpart of Mr almvr natemeen.

J
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kaummis of Consolidated Cash Flas W"~ ~"la W " M inm ;

.w.v </un aany,o ;

!,

- ;

Ina|| taouwnds addultant -- Inl
.

Cadforfnim eojeratingwrit,itirr:
,

,

Net income ' 5 513,981 $ 94.887 5- 128,291

Adjustments to reconcile net income to net cash prmided
.by operating activitiete *

Depreciation and amortization 873,386 .874,225 945,462

Deferred income tases and investment tax .

f

.

credits-net 110/>20 65,5H9 8,432
*

Equiry component of allowance for funds used
during construction . (19,960) ' (18,272) (22,526)

Provisions for revenue refunds and related interest 73,370 12,584 579,905
Revenue refunds and related interest (248,360) (90,332) 135H,933) j
Disallowed plant costs .

- 644.862 133,661 J t
Recovery /(defenal) of plant costs and other segulatory

. 1,659 - i
,i

assets-net 3J30 .39,7(4)
Provisions for liability for early retirement and !

separation costs 27,814 _ _ ?

Provision for liability associated with manufactured ,

gas plants (47N) 25,000 - . j

Net effect on cash flows of changes in: i
Receivables 70,776.- (1%,558) 90,650 - 5

Coal and fuel oil (111,333) 95,779 77,577 .

?Materials and supplies 1,wo (36,496) (44,830) :
Accounts payable adjust:d for nuclear fuellease i

principal payments 331,222 280.131 216,226 [
Accrued mterest and taxes (85,633) 101,259 (62,633) !

Other changes in certain current assets and
liabilities (24,431) 40,891 10,717

Other-nct 61.274 83.452 50.196 ;

S 1,577.568 $1,937.297 5 1,753,854 ;

ICadforfrom intesting aarvities:
Construction expendituren $ (995.881) $ (961,16H) $ (793,349)
Nuclear fuel expenditures (220,293) (250,559) (165,253)
Equity component of allowance for funds used during

construction 14,% 0 18,272 22,526
Investment in nuclear decommissioning funds (156,017). (117,294) (88,696) ,

investment in coal reserves (79,%1) (78,678) (89,231)
Intestment in subsidiary cu:npanies (268) - (3,587)
Other cash investments 23.853 416,144 (462,223)

$(1,408,607) $ (973,2A3) $( 1,579,N13 )

Cadfleefromfmanring anivities: ,

Issuance of securities-
Long-term dcht $ 1,962,737 5 736,2H1 $ 700,936
Capital stoc k 15,568 13,334 76,860 - |

Retirement and redemption of securines-
1.ong-term debt (1,214,730) (795,236) (311,526)
Capital sitx k (50,069) (75,546) (95,126)

,

[

Deposits and securities held for retirement and . i

redemption of securities (245,028) 4,N3 (4JH3) 'j
Premium paid on early redemption oflong-term debt (10,809)- (25,855)

.

.- ;

Cash dividends paid on cap,;al stot.k (63 V 7 G (716,849) (719,344)
Pnnceds from sale / leaseback of nuclear fuel 90,830 240,263 221.514 .t

['. t
Nuclear fuel lease principal payments 45 877) (231,150) ' (222.128).
fncrease in short-term borrowings 1/A) 250 1,125 -

#$ "." A I 4 N) $ th50,465: $ (351,732) -

inmaa lknex)in cad and temporary task inustments $ (60,1N7) $ 113.549 $ (177,691)

Cad and temporary cad intxstments at kginning ofyar 205.936 92,387 - 270,078 [

[
Cad and temporary raJ intenmenh at end ofpar $ I45,749 $ 205,936 $- 92,387 !

.!
>

Dr campanying Nder to EmanaalSweman er an inngralpan of de alwr nagemenn. h

t
i
+

33 :
;

'.

. . __ . _ _ _ _ _ _ _ _ _ _ _ _ . _ _ _ _ _ _ _ - - _ _ - _ _ _ _ _ _ _ _ _ _ _ _ _ _ - _ _ _ _ _ _ _ _ _ _ - _ - _ _ _ _ _



_.
. _ . .

. _ _ _ _ - _ _ _ _ _ _ _ - _ ._

bratrfMrMtS of Consolidated Retained Earning connroncuatin Ediso, company
and Sshidiary Companars

Lim 1991 IVW || uheusands afdollars)

Ra/ana lleginning of year $ 893,702 $1,513,894 $ 2,103.86M

Add Net income 513,981 94,887 128.291

$1,407,683 $1,608,781 $ 2,232,159

Dedua Cnh dividends declared on-
Common sunk $ 489,768 $ 637,480 $ 636,241

Preferred and preference sten ks 70,101 77,599 82,024

1,oss on reacquired preference sto(.k 628 - -

$ 5to.497 $ 715,079 $ 718,265

Balaea End of car S 847,186 5 893,702 $1,513,N94S

Statements of Consolidated Pmnium on cvmmonwrat:h Eduon company
and sahadian companiaCommon StorI and Other Paid-In Capital

| nhousand< ofdallars) 199J|num 1991

Ba/ama Beginning of car 5 2,202,496 $ 2,194,314 $ 2.188,105S

Add Premium on issuance of common sicnk and gain on j
reacquired prefencnce sicgk 8.028 8.182 6,209

'

Balana End of year $2,210,524 $2.202,496 $2,194,314

.|The aampawying hin to Fmmsolstaweren are an integralpan of14e afar statemenn.

|

!

l
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Notes to FinancialStaiements ' ammmwta uim c apa y
band,Msisary Comjuossa -

.;
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1

} : Summary of Significant Accounting Policies .
.i

Regulation. Commonwealth Edison Company (Company) is subject to the regulation of the i

Illinois Commerce Commission (ICC) and Federal Energy Regulatory Commission (FERC). -)

The Company's accounting policies and the accompanying consolidated financial statements
conform to generally accepted accounting principles applicable to rate-segulated enterprises ,

and refleet the efTects of the ratemaking process. Such effects concern mainly the time at which. {p
various items enter into the determination of net income in order to follow 'the principle of
matching costs and revenues. See "Nianagement's Discussion -and Analysis of Financial: -

Condition and Results of Operations," subcaption "I,iquidity and Capital Resources," for
information related to the Cornpany's rates and financial condition.

'l
Principles of Consolidation. The consolidated financial statements include the accounts of the
Company and its wholly-owned subsidiary, Commonweahh Edison Company of Indiana, Inc. i
(collectively, cornpanies), the only subsidiary engaged in the electric utility business. All ;

significant -intercompany transactions have been eliminated. The investments in- other :

subsidiary companies which are not material in relatior u. the Company's financial position ;
and results of operations. are accounted for in accordance with the equiry method of . -

accounting. ,

t
Customer Receit ables and Ret enurs. The Company is principally engaged in the production,. j

purchase, transmission, distribution and sale of electricity to a diverse base of residential,
~

commercial and industrial customers. The Company's electric service territory has an area of . y

approximately 11.540 square miles and an estimated population of 8.2 million. It includes the .;

City of Chicago, an area of about 225 square miles with an estimated population of three j

million from which the Company derised approximately one-third of its electric operating l

revenues in 1992. The Company had approximately 3.3 million electric customers at - j
Decembcr 31.1992. |

:

Depreciation. Depreciation is provided on the straight-line basis by amortizing the cost of
depreciable plant and equipment over estimated composite service lives. Such prosisions for !

'!
depreciation were at average annual rates of 3.129,3.22% and 3.6 of average depreciable -
utility plant and equipment for the years 1992,1991 and 1990, respectively. Prior to the ICC's . '|
N1 arch 8,1991 rate order (see Note 2), the ICC had directed the Company to depreciate non-' -j
nuclear plant and equipnient at an annual rate of 3.85% and nuclear plant and equipment at !

an annual rate of 3.50% w hich excludes decommissioning costs. The ICC's March 8,1991 rate -

order directs the Company to depreciate non-nuclear plant and equipment at annual rates j

developed for each class of plant based on their composite service lises. The annual rate for }

nuclear plant and equipment is 2.88% which excludes decommissioning costs. Prior to 1991, |
allowances for interim chemical cleaning were included in the composite depreciation rate for j
nuclear plant and equipment. Effective 1991, the provisions for chemical cleaning are reflected j
in the statements of consolidated income in maintenance expense and_in the consolidated j

balance sheets in other noncurrent liabilities. ;j
Decommissioning costs are estimated to aggregate $2J55 million, in current-year dollars,1 !

for all of the Company's nuclear units. Decommissioning costs include the cost ofo 4

decontamination. dismantling and site restoration in accordance with Nuclear Regulatory !
~

Commission guidelines. Illinois law requires public utility operators of nuclear power plants;. :|
?
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such as the Company, to establish external trusts to hold funds to cover the costs of the
es entual decommissioning of nuclear power plants. The ICC has approsed the Company's
method of funding its obligations with respect to decommissioning costs and required the
Company to contribute future decommissioning fund collections to the trusts annually. In
accordance with ICC orders. the Company contributed in 1992 and 1991 approximately $87
million and $66 milhon. respectisely, to a Tax Qualified Trust, representing the maximum
cument tax deduction allowed by rulings of the Internal Resenue Service, and contributed in
1992 and 1991 approximately $36 million and $27 million, respectively, to a Non-Tax Qualified

Trust. representing contributions of the portions of current and past accruah that are not
deductible on current income tax returm that are being made ratably over the remaining book
lis es of the related nuclear units. Decommissioning costs of $66 million for the 3 ear 1990 hase

been accrued in the accumulated prmision for depreciatio.: and in dcpicciation expense, with

a pro-rata portion being recorded for the period January 1,1991 through Alarch 19,1991. As of
December 31, 1992, the total amount of decommissioning costs accrued to date in the
accumulated punision fo- deprcciation w as approximately $7-10 million. The ICC's March 8,
1991 rate order, which became efTective March 20,1991. prmides for a total of approximately

$127 million of the Company's annual decommissioning costs to be recm cred in rates.

Amortiaarion of Nuclear FucL The cost of nuclear fuel is amortired to fuel expense based on

the quantity of heat produced using the unit of production method. As authorized by the ICC,
prmisions for spent nuclear fuel disposal cmts base been recorded at a lecel required to
reemer the fee payable on current nuclear generated and sold electricity and the current
interest accrual on the one-time fee applicable to nuclear generation prior to April 7,1983. The

one.iime fee and interest thereon has been reemered and the current fee and current interest
on the one-time fee is currently being reemered through the fuel adjustment clause. See Note

10 for further information concerning the disposal of spent nuclear fuel, the one time fee and
the current interest accrual on the one-time fee. Nuclear fuci expenses, including leased fuel

,

costs and provisions for spent nuclear fuel disposal costs, for the years 1992,1991 and 1990
were $3 TAM 21.000. $UI,913,000 and $395,627,000, respectively.

In connection with the Energy Pohey Act of 1992, in estor-owned electric utilities that
bas e purchased enrichment services from the Department of Energy (DOE) will be assessed
annually for a fifteen-3 ear period amounts to fund a portion of the cost for the decontamination

j and decommissioning of three nuclear enrichment facilities operated by the DOE. The

| Compan3's portion of such assessments is approximately $15 million per year (to be adjusted
1

annually for intiation). The Act prmides that suth assessments are to be treated as a cost of
fuel. At December 31, 1992, the Company had recorded a liability of approximately $213
million in other nont urrent liabilities and approximately $15 milhon in accounts payable. The
related asset of approximately $228 million was recorded in nuclear fuel, of whim
approximately $4 million was amortized to fuel expense in 1992 and reflected in the fuel
adjustment clause.

Income Tsues. Defened income taxes are providcJ for significant income and espense items
ictognized for financial accounting purposes in periods that differ from those for income tax
purposes. Income taxes deferred in prior 3 cars are charged or credited to income as the
book / tax timing differences reverse.

Prior years' deferred insestment tax credits are amortized through credits to income
generally mer the hses of the related pmperty.

36
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Provisions for deferrals of construction related income tax benefits (i.e., accelerated cost

reemery and liberalized depreciation) retlect consumption of the plant and equipment to
which they relate. Consequently, they are similar to depreciation prmisions, and the related
accumulated deferred income taxes, like the accumulated provision for depreciation, is a
valuation reserse deducted fmm plant investment in arriving at the rate base used in
ratemaking pn>ccedings.

Income tax credits resulting from interest charges applicable to nonoperating activities,

principally construction, are classified as other income. _

For addit onal information relating to income taxes, including the new accounting
standard which will require the Company to use an asset and liability approach for financial
accounting and reporting for incorne taxes, see Note 14.

<1Ho:vance for Funds Used During Construction G1FUDC). In accordance with uniform
systems of accounts prescribed by regulatory authorities, the Company capitalizes AFUfX1,
comimunded semiannually, which represents the estimated cost of funds used to finance its
construction program. The equiry component of AFUDC is recorded on an after-tax basis and
the borrowed funds component of AFUDC is recorded on a pie-tax basis. The average annual

capitalie.ation rates for the years 19C,1991 and 1990 were 10.31%,11.07% and 11.%%,
respectis ely.

For additional information regarding AFUDC, see Note 14 imd "Other items " subcaption

"Results of Operations," in " Management's Discussion and Analysis of Financial Condition
and Results of Operations."

Interest. Total interest costs incurred on debt., leases and other obligations for the years 1992,
1991 and 1990 were $777,122.000, $767,860,000 and $808.045,000, respectis ely.

|

| />eht Discount, l'remiurn and Exl>cuse. Discount, premium and expense on long. term debt
'

are being amortired mer the lives of the respective issues.

less on Reacquired Debt. Consistent with regulatory treatment, the net loss fmm reacquisition
of brst mortgage bonds and debentures prior to the maturity date is deferred and amortized
mer the life of the long-term debt issued to finance the reacquisition.

Deferred Recot ery of Energy Costs. The uniform fuel adjustment clause adopted by the ICC
provides for the reem ery of changes in fmsil and nuclear fuel costs and the energy portion of
purchased power costs as compared to the fuel and purchased energy emts included in base

As authorized by the ICC, the Company has recorded under or overrecoveries ofrates.

allowabic fuel and energy costs which, under the clause, are recoverable or refundable in
subsequent months. For information relating to the annual reconciliation proceedings held by
the ICC with respc(t to the Company's fuel and power purchases, see Note 3.
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Xiotements of Co.sh Flors. For purposes of the statements of consolidated cash tiows
tenymrary cash in estments, generally imestments maturing in three months or icss at the
time of purchase, are mnsidered to be cash equhatents. Supplemental information required
by Statement of liinancial Acmonting Standards (SFAN) No. 95 for the years 1992.1991 and
1990 is as follow s:

tys' | .| 0%and. otdnitan) in: int

Supplemental cash flow information:
Cash paid during the Scar for:

Interest (net of amount capitalized) $625,701 $659.11H $622.62n

income ines $23K052 $210,714 $252,037

Sopplemental uhedu!c of non-cash imesnng and
finanting actkities:
Capital lease obligatiom irn uned $193.677 $244,030 $227,M50

l) Recot cry of Costs of Hyron linit l and Braidwood l' nits l and 21hrough Rain
,a

On I)cccmber 16, 1991, the libnok Supreme Court (Supreme Co nt) remanded a Ntarch 8,
1991 ICC rate order (w hk h rate order related principally to the retmery of costs ipwiated

i

with the Companyi three most recently completed nuclear generating unin, llyron li it 2 andn

liraidwood Units I and 2 (collecthcly, linits)) to the ICC for further proceedings in its
duision, the Supreme Court rejected the ICC's hndings as inadequate, or based upon a
mhinterpretation of law, or inconshtent with the ICCi rules on most of the principal issues
that supponed the rate increase. In particular, the Supreme Court remanded the ICCN finding
that 1007 of the l' nits were "used and useful" because the Supreme Court mn(luded that
the l('C's determination had been constrained by an earlier ll!inois Appellate Court ( Appellate
Court) deckion imohing another Illinois utihty. The legal standard established by that
decision was disapprmed by the Supreme Court. The Supreme Court interpreted the relevant

| lilinoh stmate to authorire the ICC to exercise discretion in determining the extent to which
the !! nits are "used and useful," and found that the ICC may, but need not, utilite a needs
and economic benefits or resene margin analysis. The Supreme Court also remanded the
ICCi tinthng that permitted the Company to recmcr approximately $1,729 million of defened
carrying, depreciation and decomminioning charges (net of income in effects) over the
iemaining thes of the !! nits. The Supreme Court concluded that, in permitting recovery of
deferred depreciation and decommhsioning charges Ootalling approximately $493 million, net
ofincome in effects), the ICC siolated its own test 3 car rules and, before pennitting tenacry
of defened carrying chaines (totalling appronmately $1,236 nullion, net of income in effects),
it must consider the actual imantial harm to the Company from the delay of the inclusion of
the !! nits in the Companyi rate base.

The Supreme Court did, howeser, uphold the ICC's determination that appmximately
$734 million of the I? nits' construction costs had been " unreasonably" incurred within the
meaning of the Illinoh Pubhc 1;tihties Act and should be escluded from the Cotupanyi rate
base. Generally accepted accounting principles require the Company to write off plant costs,
net of the income tax efTects when it becomes probable that stu b plant costs will be
dhallowed for raremaking purposes and a reasonable estimate of the amount of the
dhallowance can be made. As a result of the Companyi decision not to contest appnnimately

3M
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$27 million of such plant cost disallowances, the Company wrote off that amount in March 1991
as a one-tirne charge, resulting in a reduction to net income of appmximately $17 million or

$0.08 per common share. As a result of the Supreme Court decision, howeser, the remaining ,

approdmately $707 million of such plant cost disallowances. which the Company had
contested, was w ri' ten off in Noten her 1991 as a one time charge. resulting in a reduction to

ner income of appnnimately $534 million or $2.51 per common share. The Supreme Court
decision also required more specific facts relating to the ICC's refusal to disallow an additional
$1% million of the Units' costs as " unreasonably" incurred.

The March H, IW1 rate order had prmided for an aggregate annual increase of ,

appmximately $750 million in the Company's base electric operating revenues, to be phased-in
mer a threcqear period; howeser, only the apprmimately $483 million first phase increase has .

'

become effectis e. Ahhough the Deccinhcr 16,1991 Supreme Court decision did not require a
reduction in rates or refunds unless new rates established by the ICC in the remanded
pnucedings so require, the Supreme Court sub,cquently ordered on February 3, tw2 that the
remaining phases of the rate increase he suspended. In addition, pursuant to an interim order

| on March 19,1991 by the Supreme Court in these proceedings, the increased charges under

i the March H,1991 rate order are being collected subject to refund (to the extent that the

| increase is determined to exceed "just and reasonable rares"), with interest on any such refund

| to be paid at the " legal rate.' As of December 31,1992, approximately $809 million (including
rescnue tases of apprmimately $38 mdlion) has been recorded as electric operating resenues

I
under the Manh H,1991 rate order.

On January 6,1993, the ICC issued an order, as subsequently modified on January 20,
1993 (Remand Order), in the remanded proceedings concerning % !CC's March 8,1991 rate

1

order. In the Rcmand Order, the ICC determined that the presently effecthe rue increase'

should be reduced by approximately $339 mi!! ion to $144 million, and ordered that refunds .

(with interest at fi e percent from Manh 20,1991) be made to customers by credits to their
bills mer a siemonth period commencing I cbruary 15,1993. The Company estimates that as
of December 31,1992, $647 million (which includes interest of approximately $27 million
through December 31, W92 and revenue taxes of apprmimately $30 million) would be subject
to refund under the terms of the Rcmand Order. The rate determination was based upon,
arnong other things, fndings by the ICC with respect to the extent to which the Units were
"used and useful" during the 1991 test year period of the rate order and the recoverability of
deferred carrying tharges on the Units. With respect to the "used and useful" issue, the ICC
applied a needs and economic benefits methodology, using a twenty percent reserve margin
and forecasted peak demand, and found 11yron Unit 2 and liraiduond Units I and 2 to be 93%
215i and OE respecthcly "used and useful." The ICC rejected the hearing examiners'
pmposed "used and meful" methodology w hich, after giving some recognition to " lumpiness"
of the Company's investment in new generating plant additions, found llyron Unit 2 and
tiraidwood Unit I to be 100$i "used and useful"(Ilraidwood Unit 2 was found 0% "used and
useful"h Under the "used and useful" standard, a zero common equity return is applied to
any unit (or portion thereof) found not to be "used and useful." The Rcmand Order also stated
that the ICC conduded that the forecasts in the record in that proceeding indicate that
Ilraidwood Units I and 2 will be fully "used and useful" within the reasonably foresecalde
future.

With cespect to deferred charges. the ICC applied a net income approach for the reemery
of deferred charges under which the amount recoverable for deferred charges was the
ditTerence between a reasonable return on common equity during the deferral period (i.e., the
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period between the in-senice dates of the Units and their inclusion in the Company's rate
base) and the Company's actual return on common equity during such period (after
adjustments for non-normal esents, such as base rate refunds, disallowances of costs found to
be unreasonable and fuel adjustment refunds). In aggregate, the Remand Order found that the

Company is entitled to recover approximately $290 million in deferred carrying charges (net of
income tax effects) mer the remaining lives of the Units. The Remand Order also reaffirmed a

prior ICC refusal to disallow an additional $196 million of the Units' costs as " unreasonably
incurred." The Remand Onler also reflected no disallowances of costs as " unreasonably

incurred" for three projects aggregating apprmimately $161 million which the ICC had
required to be audited to determine the reawnableness of such costs as a prerequisite to their

' -

inclusion in the Company's rate base.
On January 21,1993, the Supreme Court granted the Company's request for a stay of the

cITeccheness of the Rernand Order pending administrative and appellate tesicw; howeser, the

Supreme Court denied the Company's request to take the matter on direct appeal on an
expedited basis The Company intends to tile a petition for reheaong uith the ICC relating to
the Remand Order. The Company is not presently able to determine the ultimate effect of
the Rernand Order. In view of the stay and the pending appeal, it has not recorded any
provision for resenue refunds and related interest accruals under the Remand Order, which
would hase reduced net income by approximately $378 million or $1.77 per common share if a

prmision had been recorded as of December 31,1992. The Company also has not recorded
the income efTects of the recovery allowance on deferred carrying charges allowed in the
Remand Order, which would have increased net income by approximately $275 million or
$1.29 pcr common share if it had been recorded as of December 31,1992, net of associated
amortizanon since Niarch 20,1991. Such recmcry allowance, if uhimately upheld, can only be

recorded to the extent it is permitted under generally accepted accounting principles. The
Company has not recorded any disallowances related to the "used and meful" issue pending
ultimate resolution of the remand proceedings. The Company considers the "used and useful"
disallowance in the Remand Order to be temporary. The ICC concluded in the Remand Order
that the forecasts in the record in that proceeding indicate that liraidwood Units I and 2 will
be fully "used and useful" within the reasonably foreseeable future. Ahhough the Company is
continuing to collect the revenues prmided for under the $4M3 million rate increase,it expects
to record a pnnision for revenue refunds and related interest accruals for amounts collected
mer the $144 million rate increase lesel provided in the Rcmand Order on and after January
15,1993, the ellective date of the Remand Order prior to the Supreme Court's stay. See " Rates

and Financial Condition." subcaption " Liquidity and Capital Resources," in " Management's
Discussion and Analysis of Financial Condition and Results of Operations" for additional
information related to the Company's financial condition and testimony fded by the Company
in the remand of the Manh 8,1991 rate order and other rate-related matters before the ICC.

In addition, the Company is not presently able to predict the amount of refund
obhgations, if any, it may have as a result of the rider to its rate schedules that it filed with
the ICC in connection with a pmceeding dealing with the change in the federal corporate
income tax rate made by the Tas Reform Act of 1986. Under the rider, the Company had
been recording in "resenue accounts subject to refund" from July 1,1987 thmugh the
effec iveness of the hlarth M 1991 ICC tate order, a percentage of its revenues (5.54'7e or
approximately $300 million on an annual basis). Various interrenors are seeking refunds under
the rider.
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in June 1990, the ICC required the Company, among other things, to refund to its
customers appmximately $400 million collected pursuant to a December 30,1988 rate order,
subsequently reversed by the Supreme Court, between January 1,1989 and June 1990, plus
interest for that period and fmm June 1990 until the payment of the refund. The Company s

,

( recorded an estimate of the effect of these actions in the second quarter of 1990 and the
Company has completed the refund to customers except for a fmal reconciliation. A final
reconciliation and refund is expected to be completed in early 1993. However, an appeal by
certain interrenots, relating to the ICC's determination of the interest rate applicable to the
refunded amounts and the amount of the refund to the residential class, is pending before the

Appellate Court.

t

" Other Rate .11attersD

On Ap il 16, 1992, the Supreme Court issued a decision in proceedings arising out of the
Company's 1985 rate order (which rate order related principally to the recovery of costs ,

associated with the Company's flyron Unit I nuclear generating plant). The Supreme Court
decision followed an appeal from a June 1990 Appellate Court decision that followed appeals
from an August 1989 order of the ICC, regarding additional plant cmt disallowances and
associated refunds, and an October 1989 decision of the Circuit Court of Cook County, Illinois

(Circuit Cou:t), regarding refunds, in its decision, the Supreme Court aflirmed a portion of the

ICC's order which found approximately $200 million of additional Byron Unit I costs to be
|

l unreasonab!c and provideo for the exclusion of such costs from the Companis rate base, but

| res ersed portions of that order related to assmiated customer refunds. With respect to customer

j refunds, the Supreme Court determined that the Circuit Court had retained jurisdiaion mer
such refur.Js, as a result of its actions in connection with the original judicial proceedings
related to the rate order, and affirmed previous determinations by the Circuit Court that the
refunds should bear interest at 99 per annum (instead of the 5% rate determined by the ICC)

and should be based on actual revenues collected under the rate order (instead of the resenue
projections contained in the Company's original rate request). The Supreme Court also
determined that the refunds should emer the period from April 29,1986 through December
31,1988 (with post-1988 refunds, if any, awaiting determination by the ICC of the Company's
proper rates for 1989). The Supreme Court also sent back to the ICC an issue involving the
reasonableness of approximately $81 million of plant costs (currently included in the
Company's rate base) for additional fmdings. Ilearings base been scheduled by the ICC to
determine the is3ue of refunds, if any, for the period beginning January 1,1989. The hearings

are expected to be completed in the second quarter of 1993.
In October 1989 and the second quarter of 1990, the Company recorded the estimated

effect of the approximately $200 milhon additional llyron Unit I disallowances and the related
refund with interest, which in the aggregate reduced the Company's net income by
approximately $270 million or $1.27 per common share. The Company's estimate reflected a
refund with interest and revenue taxes of approximately $163 million for the period from April
30,1986 through December 31,1988. In October 1989, the Company recorded some of these

,

effects. consisting of reductions to net income of approximately $45 million or $0.21 per
common share, related to the disallowance, and appmximately $17 million or $0.08 per
common share, related to the associated refunds. In the sewnd quarter of 1990, the Company
recorded the remaining effects, consisting of reductions to net income of approumately $131
million or $0 62 per common share, related to the disallowance, and approximately $77 million

s
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or $0.36 per common share, related to the asweiated refunds. The Company also recorded
additional interest at the rate of 5% on such refund aggregating $14 million though hlarch 31,

1992.

As a result of the Supreme Court's April 16, 1992 decision, the Company recorded in
March 1992 an additional provision for the estimated refunds with interest and revenue taxes

of approximately $65 million, which reduced the Company's net income for the three months
ended March 31,1992 by appmximately $38 million or $0.18 per common share. In the second

quarter of 1992, the Company recorded additional interest of approximately $7 million,
recorded an additional provision for estimated refunds of approximately $3 million and, in
compliance with a Circuit Court order, reversed approximately $10 million in revenue tax
credits associated with the refunds previously recorded. At December 31,1992, the Company
had completed the refund to cusmmers except for a final reconcihation. A reconciliation period

is expected to continue through June 1993.
The Company is not yet able to predict the ultimate effect of the llyron Unit 1

proceedings or of any additional refund obligations for the period January 1,1989 through
March 19,1991 arising as a result of the proceedings.

The Illinois Public IItilities Act requires the ICC to hold annual public hearings to
determine whether each utility's fuel adjustment clause reflects actual costs of fuel and power

prudently purchased and to reconcile amounts collected with actual costs. Through its fuel
adjustment clause, the Company recovers from its customers the cost of the fuel used to
generate electricity and of purchased power. The Company is currently involved in
proceedings relating to the amounts collected under its fuel adjustment clause with respect to
1987 through 1991. On September 30,1992, the ICC decided the 1987 fuel reconciliation case
and made no provisions for refunds. However, in its decision, the ICC did not address the
prudency of the Company's coal purchases. floth the ICC Staff and certain intenenors base
challenged the prudency of the Company's western coal purchases and, consequently, the
recoverability under the fuel adjustment clause of a portion of such costs. in the 1988
proceeding, the ICC Staff filed testimony on March 6,1992 recommending that the Company
refund at least $280 million of its fuel adjustment clause collections for the period from 1985
through 1988 based on allegations that the Company failed to make changes in its western coal

contracts including buying-out or terminating some or all of those contracts, and that it was
not necessary for the Company to " top dress" its western coal with oil to facilitate
transportation. Similar allegations can be made for years after 1988. Certain intervenors have
also submitted testimony in the 1988 pmceeding stating that the Company should make
refunds to its customers as a result of alleged imprudent purchases of coal in 1987 and 1988
under the Company's wester :oal contracts, based on the difference between the contractual
purchase price and prevaihng market prices. Ahhough the ICC previously concluded its
proceedings with respect to the Company's fuel adjustment clause collections in 1985 and
19X6, it reserved the right to reopen those pniccedings to incorporate the results of its
investigation into the prudence of the Company's western coal purchases in connection with
the 19MS proceeding. Certain intervenors have appealed the ICC's order in the 1985 and 1986

proceedings, based on the ICC's failure to examine the coal purchases in those proceedings
and on its findings that the Company's methodology for dispatching its generating units was
correct. On September 25,1992, the Appellate Court afErmed the ICC's order in the 1985 and
1986 proceedings. On December 4,1992, the Appellate Court modified its decision on
rehearing. The decision as modified also aftirmed the ICC's order in the 1985 and 1986
proceedings. No appeal was taken from the decision as modified on rehearing.
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The Compan3 expects continuing challenges to the reemery of the costs of its ucstern
as well as future regulatorycoal in the pending fuel adjmtment clause procecdings

prt(cedings. The Company's western coal contracts were renegotiated during 1992 to prmide,
among other things for significant reductions in the price of the coal etTectne as of January 1,
1993. Ilouever, the renegotiated contracts prmide for the purchase of coal at prices
substantially abme cunently prevailing market prices and the Company has significant
purchase commitments under its contracts. In addition, the Company has renegotiated its rail
contracts for delhery of the western coal at significant reductions in rail rates. The Company is

unahic to predict the ultimate effect of the regulatory pmceedings concernine the recovery of
its coal costs Coal costs (including costs of resene coal) which are not recoverable in rates, if

any, will has e to be charged to income. l'or additional information relating to the Company's
commitments for the purchase of coal under long-term contracts, see "S t a nagement's
Discussion and Analysis of Financial Condition and Results of Operations," subcaption
"1.iquidity and Capital Resources " and Notes 17 and 19

On June 1,1989, the Supreme Court denied the Company's petition for lease to appeal
an order of the Appellate Court that affirmed an April 198X ICC order and declared soid a June
1988 ICC order. Iloth the Apnl and June 19XH orders were intended to reduce the ddTerence
berucen the Company's summer and non-summer residential rates without affecting the
Company's overall resenues prmided under the then effecche rates set in the October 1985
rate order. The Company billed under the rates allowed under the June 1988 order. Those
billings resulted in 1988 resenues approximately $150 million greater than would have been
billed under the specific charges set forth in the April 1988 order and approximately $5.7
million mer what would bas e been billed under the October 1985 rate order. The Illinois
Attorney General and the State's Attomey for Cook Coumy filed complaints with the ICC
asking it to order refunds based on the difference in revenues actually billed and those that
would base been hilled under the specific charges set forth in the April 1988 order. In June
1989, the Company recorded an estimated prmision for revenue refunds of $5.7 million,
representing the Company's siew of the refund related to the summer /non-summer rate
ddTerential matter. On February 23,1990, the ICC entered an order directing the Company to

pay refunds of $5.7 million plus interest in Ntay 1990 In accordance with this order, the
Company refunded the amounts ordered including interest in the May 1990 billing c3cle. The
complainants' request for a rehearing was denied by the ICC, and they appealed to the
Appellate Court. On July 15. 1991, the Appellate Court issued a decision reversing and
remanding to the ICC the ICC order. The Appellate Court ordered the ICC to adopt a
ditTerent methodology on remand that would both ghe elTect to the April 1988 ICC order and
the actual revenue shortfall to the Company resuhing therefrom. On March lH 1992, the ICC
entered an order upholding the miginal amount of the refund of $5.7 million plus interest, and
found that the Company owes no further refunds on this matter. The complainants' request
for a rehearing was denied by the ICC, and they have appealed to the Appellate Court.

<
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f Authori:ed Shares and Voting Rights of Capital Stock

At December 31, 1992, the authorized shares of capital stock were: comrnon stock-
250,000,000 shares; preference stock-25,435,445 shares; $1,425 convertible preferred stock-
30:<.891 shares; and prior prefened stoc k-850,000 shares The prior preferred and preference
stocks are issuable in series and may be issued with or without mandatory redernption
requirements, lloiders of shares at any time outstanding, regardless of class, are entitled to one
wre for each share held on each matter submitted to a vote at a meeting of stockholders, with

the right to cumulate mies in all elections for directors.

Q Common Stock

At December 31,1992, shares of common sttak wcre reserved for the following purposes:

| Commun umk remn/ |

Employe Stock Purchase Plan 1,690,962

Employe Satings and insestment Plan 719,203

Consersion of $1.425 convertible preferred stak 315,068

Conversion of warrants 44,334

2,769.567

Shares of common suxk. $12.50 par value per share, for the years 1992,1991 and 1990

were issued as follows:

1990|| Commve and cuwd 1991 1991

Employe Stock Purchase Plan 374,815 228,738 279,279

Employe Snings and Investment Plan 235,900 132,140 138,500

Consersion of $1.425 comcrtible preferred stock 16.221 28,146 25,973

Comersion of warrants 1,300 2,773 1.298

62S.236 391,797 445,050-

At December 31,1992 and 1991,133,003 and 137,038 common stock purchase warrants,

respectisely, were outstanding. The warrants entitle the holders to comert such warrants into

common stock at a consersion rate of one share of common stock for three warrants.

.
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Q Preferred and Preference Stocks 11'ithout .11andatory Redemption Requirements

No shares of preferred or preference stocks without mandatory redemption requirements were
issued or redeemed by the Company during 1992,1991 and 1990. The series of preference

! stock without mandatory redemption requirements outstanding at December 31,1992 are
summarized as follows:

Averate
Stated l'a!nr teoluntary

Sham (thmaandt Redrmptwe 1.ipsdnwn
Strin Oststandsng ofdollan) Prir!a) Prutta)

$1.90 4,249,549 $106.239 $ 25.25 $25.00
1

! $2.00 2.000,000 51,560 $ 26.04 $25.00

$1.96 2,000.000 52,440 $ 27.11 $25.00

$7.24 750.000 74,340 $101.00 $99.12

$M.40 750,000 74,175 $101.00 $98.90

$8.38 750,000 73,566 $100.16 $98.09

10,499,549 $ 02,320

w nulm p!w aaru<J and uparJ dn idend.. sf any

The outstanding shares of the .$1.425 consertible preferred stock are consertible at the

option of the holders thereof, at any time, into common stock at the rate of 1.02 shares of
(ommon stock for each share of convertible preferred stock, subject to future adjustment. The

consertibic preferred stock may be redeemed by the Company at $42 per share, plus accrued
and unpaid disidends, if any. The involuntary liquidation price of the $1.425 consertible
preferred stock is $31.80 per share, plus accrued and unpaid dividends, if any. During 1992,
1991 and 1990,15,911 shares,27.606 shares and 25,474 shares, respectively, of the convertible

preferred stock were converted into common stock.

.
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7 l'orference Stock Subject to %ndatory liedemption Requirements

During 1992 and 1991, no shares of preference stock subject to mandatory redemption
requirements were issued. During 1990, 650,000 shares of preference stock subject to
mandatory redemption requirements were issued. The series of preference stock subject to
mandatory redemption requirements outstanding at December 31,1992 are summarized as
follows:

Aarrrate
stated
ratur

Sham (thousands
Sena Outstandmg ofdollan1 OptionalRedemptwn Prurta)

$ 2 875 170,810 $ 4.116 $25.25

$ 2.375 1,050,000 25,358 $25.25

$ H.20 357,135 35,713 $103 through October 31,1997; and $101

thereafter

$ H 40 Senes 11 450,000 44,697 $101

$ 8.H5 412,500 41,250 $105 through July 31,1993; $103 through July 31,
1998; and $101 thereafter

$ 9.25 900,000 90,000 $105 through July 31,1994;$103 through July 31,
1999; and $101 thereafter

$11.70 225,000 22,066 $105 through October 31,1994; $103 through
October 31,1949; and $101 thereafter

$ 9.30 210,000 20,811 $102.07 through October 31,1993; $101.03

through October 31,1994; and $100 thereafter

5 9.00 650.000 64,431 Non-callable

4,425,445 $348,442
.

p

u) l'er darr pie aarwd and unpard da sderod.. ) any.

The annual sinking fund requirements and sinking fund and involuntary liquidation
prices per share of the outstanding series of preference stock subject to mandatory redemption

requirements are summarited as follows:

Smbngiud inssdantars
Strin A nnalSmbng Fud Rquirrment 1%Ma) Lipidarwn huria)

$ 2.875 150,000 shares (b) $ 25 $ 24.10

$ 2.375 150,000 shares (b) $ 25 $ 24.15

$ 8.20 35,715 shares $100 $100lk)

$ 8.40 Series B 30,000 sharestb) $100 $ 99.326

$ 8.85 37,500 shares $100 $100.00

$ 9.25 75,000 shares $100 $1(K100

$i1.70 37,500 shares (b) $100 $ 98.07

$ 9.30 70,(KK) shares (b) $100 $ 99.10
'

$ 9.00 130,000 shares beginning in 19'X>(b) $100 $ 99.125
ta1 /*rr sharr pim aarsed w:d unpaud dendrnds, of uns
M lar Comparn has a non sumelatn e optwa to owrea>r the annulunhng fund pement on ra.h .sinhngfund reywrmerit d.ar

in invr an addurwnal umbrr ef dam, aus m nav of the 1:nhng fur'd vrywrment. at the opphabir redemptwn pnir-
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Annual remaining sinking fund requirements through 1997 on preference stock
outstanding at December 31, 1992 will aggregate $36,072,000 in 1993, $32,842,000 in 1994,
$32,322,lXK) in 1995, $38,322,000 in 1996 and $38,322,000 in 1997. During 1992,1991 and 1990,

793,132 shares, 1,093,038 shares and 1,03M.105 shares, respectively, of preference stock subject

to mandatory redemption requirements were reacquired to meet sinking fund requirernents.
Sinking fund requirements due within one year are included in current liabilities.
On February 1,1990, the Company repurchased all of the outstanding shares of its $13 25

Series of preference stock at a repunhase price of $100 per share, plus accrued and unpaid
dividends plus indemnity payments due suel. nulders under their purchase agreements with
the Company regarding such stock,

On August 1,1990, the Company redeemed 100,000 shares of its $12.75 Series of
*

preference stock at the sinking fund redemption price of $100 per share, plus accrued and
unpaid dividends and redeemed all of the remaining 50,000 shares at the optional redemption

price of $101 per share, plus accrued and unpaid dividends.
On November 1,1991, the Company redeemed 80,000 shares of its $11,125 Series of ,

preference stock at the sinking fund redemption price of $100 per share, plus accrued and
~

unpaid dividends and redeemed all of the remaining 80,000 shares at the optional redemption V. .

price of $100 per share, plus accrued and unpaid dividends.
On No ember 1,1992, the Company redeemed 300,000 shares of its $2.H75 Series

preference stock at the optional redemption price of $25 per share and 75,000 shares of its
$11.70 Series preference stock at the optional redemption price of $100 per share, plus accrued

and unpaid dividends.

8 hmpTerm Debt

Sinking fund requirements and scheduled maturities remaining through 1997 for first mnrtgage
bonds, debentures and other long-term debt outstanding at December 31,1992, after
deducting debentures and first mortgage bonds reacquired for satisfaction of future sinking
fund requirernents and annual sinking fund requirements for first mortgage bon <Js to be
satisfied by available property additions, are summariecd as follows: 1993 - $351,124,000;
1994 - $446,184,000; 1995 - $496,027,000; 1996 - $233,449,000; and 1997 - $395,038,000,

At December 31,1992, the Company had outstanding first mortgage bonds maturing 1993

through 1997 as follows:

Pnnapal$ukst
Smn it%ana, of dollan)

9%9 due May 1,1993 $10NKX)

6%% due May 15,1995 103,000

5%% due April 1,1946 50,000

Sh9 due Nmember 1,1996 50,000

5h9 due December 1,1990 50,000

7% due February 1,1997 150,000

5%7 due April 1,1997 50,000

6%% due October 1,1997 Mk000

$613,(XK)

4
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Other long-term debt outstanding at December 31,1992 are summarized as follows:

Prmapal Awnt
ikbt %m (:Auswet othWn) inwr hw Pnn o>wes

Notes
Sledmm Term Notes, heries IN $ 116D30 Interest rates ranging from S.9357 to

due various dates through 10.48',7

April 1,194M
N!cdium Term Notes, Series 2N 65.300 Interest rates ranging from 9.5001 to

,

due various dates through 9.874'A

July 1,1996

Niedium Term Notes. Seiies 3N 40M)00 Interest rates ranging from 8.77% to
due various ates tim, ugh 9.2057

October 15,2004

Niedium Term Notes, Neiies 4N 145.000 Interest rates ranging from 7.90'i to
due s arious dates through H N75'i

N!ay 15,1997

Notes due July 27,1993 100.000 1 ixed interest rate of 4.2M7
Notes due September 15,1993 100.000 Fixed interest rate of 9.18';i

Notes due April 15.1994 180.000 Fixed interest rate of 5.75'1
Notes duc July 15,1995 100D)0 Fixed interest rate of 5.5057
Notes due July 15,1997 100.000 Fised interest rate of 6 5057

S t .362,300

I,ong-Terrn Notes Payabic to lianks
Note duc January 9,1995 $ 100.000 l'res ailing interest rate of 4.12557 at

1)e( ember 31,1992

Notes duc July 31,1995 150.000 l'revailing interest rates as eraging
3.XW3 at I)cceniber 31.1992

$ 250,000

Pun base Contrau Oblications
Lodstu k duc January 2.19W $ 356 l'ixed interest rate of 4.5057
Ilinsdale due April 30,2005 590 l'ixed interest rate of 3.00's

$ 446

$ 1,613.246

1,ong-term debt maturing within one year has been in luded in current liabilities.
The Company's outstanding nrst mongage bonds are secured by a lien on substantially all

property and franchises, other ti.an expressly excepted property, owned by the Company,

t) Lines of Credit

The Company had unused bar k lines of credit of approximately $972 million at December 31,
1992. Of that amount, $970 million (of which $170 million expires October 4,1993, $136
million Cxpiles in equd! quarterly iristallnlentS commeficing on December 31.1994 and ending
on September 30,1996 and $664 mdlion expires in equal quarterly installments commencing
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on December 31,1995 and ending on September 30,1997) may be borrowed at various interest
rates on secured or unsecured notes of the Company. Amounts under the remaining lines of

credit may be borrowed at prevailing prime interest rates on unsecured notes of the Company.
Collateral, if required for the borrowings, would consist of first mortgage bonds issued under
and in accordance with the provisions of the Company's mortgage. The Company is obligated ,

to pay commitment fees with respect to $970 million of such lines of credit.
In addition, at December 31, 1992, the Company had approximately $144 million of

unused bank lines of credit available in connection with the nuclear fuel lease agreements

discussed in Note 16. The $700 million maximum amount available under these lines of credit
is reduced by the amount of nuclear fuel lease obligations outstanding under the agreements.
Of these lines of credit, $220 million expires December 1,1993,$100 million expires March
22,1994,$115 million expires December 1,1994, $200 million expires March 22,1995 and $65
million expires December 1,1995 all with options for extensions, upon mutual agreements
between the Company and the banks, by one or more successis e one-year periods until either
December 1,2010 or March 22,2009, depending upon the terms of the specific agreements.
Borrowings made against these unused lines of credit will be at various interest rates.

] { ) Dispsal of Spent Nuclear Fuel

Under the Nuclear Waste Policy Act of 1981 the DOE is responsible for the selection and
des elopment of repositories for, and the disposal of, spent nuclear fuel and high-lesel
radioactive waste. The Company, as required by that Act, has signed a contract with the DOE

to provide for the disposal of spent nuclear fuel and high-level radioactise waste from the
Company's nuc! car generating stations beginning not later than January 1998. The contract
with the DOE requires the Company to pay the DOE a one-time fee applicable to nuclear
generation through April 6.1983 of approximately $277 million, with interest to date of
payment, and a fee payable quarterly equal to one mill per kilowatthour of nuclear generated
and sold electricity after April 6,19S3. The Company has elected to pay the one-time fee, with

interest, just prior to the first scheduled delivery of ocnt nuclear fuel to the DOE, scheduled
to occur not later than January 1998. This delhery schedule is expected to be delayed
significandy. The Company has recorded the liability for the one-time fee and the related
interest.

} } Fair Glue of FinancialInstrunnents

The following methoJs and assumptions were used to estimate the fair value of fmancial
instruments held by or issued and outstanding by the companies. The disclosure of such
information does not purport to be a market valuation of the Company as a w hole. The impact
of any reali7ed or unrealized gains or losses eclated to such financial instruments on the
Company's financial position or resuhs of operations is dependent on the treatment authorized

under future raremaking proceedings.

In: r3/ ment.s. The estimatcd fair value of the Nuclear Decommissioning Funds, as determined

by the Trustee, is based on published market data. Financial instruments included in Other
Insestments at a cost of approximately $3 million at December 31,1992, are not material in
relation to other financial instruments of the Compan;; therefore, an estirnate of the fair value

of these instruments has not been made.
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Current Assets. The carrying value of Cash, Temporary Cash Investments and Other Cash
investments, which includes U.S. Government Obligations and other short-term marketable

securities, and Special Deposits, which primarily includes cash deposited for the redemption,
refund or discharge of debt securities, approximates their fair salue because of the short
maturity of these instruments.

Capitalizatwn. The estimated fair value of Preferred and Preference Stocks (Without and
subject to hlandatory Redemption Requirements) and Long-Term Debt, including the
current portion thereof, has been obtained from an independent consultant. Estimated fair
values exclude accrued interest and preferred and preference dividends. Purchase contract _

obligations included in Long-Tenn Debt at a cost of approximately $1 million at December
31,1992, are not material in relation to other financial instruments of the Company; therefore,
an estimate of the fair value of these instruments has not been made. Long-Term Notes

Payable to Banks in the amount of $250,000,000 for which interest is paid at prevailing rates
are included in the financial statements at cost, which approximates their fair salue.

'

Current Liabilities. The carrying salue of Notes Payable, which consist of commercial paper .

and/or bank loans having a maturity of less than one year, approximates their fair value because

of the short maturity of these instrumentt See " Capitalization" above for a discussion of the
fair value of the current portion of long-term debt and redeemable preference stock.

Other Lucurrent Liabihties. The carrying value of Accrued Spent Nuclear Fuel Disposal
Fee and Related Interest represents the settlement value as of December 31,1992; therefore,

the carrying value is equal to the fair value.
'l he estimated fair value of the Company's financial instruments other than those

instruments reflected in the financial statements at cost which approximates market, as of
December 31,1992, are as follows:

Carrying Fair
likande rf ddlars) Amont Yalw

Nuclear Decommissioning Funds 5 533A63 $ 564,476

Capitalization (including current portionk
Preferred and Preference Scotks (without and subject to

mandatory redemption requirement 0 $ 700,584 $ 828,913

1.ong-Term Debt $7,770,248 $8,025,191

} } Pension lienefts
'

The companies have non-contributory defined benefit pension plans which cover all regular
employes. Benefits under these plans reflect each employe's compensation, years of service
and age at retirement. Funding is based upon actuarially determined contributions that take
into account the amount deductible for income tax purposes and the minimum contribution

required under the Employee Red.w.nt D.come Security Act of 1974, as amended. The
December 31,1992 pension disclotures and related data were estimated pending completion
of the January 1,1993 actuarial valuation. The December 31,1991 pension disclosures and
related data were based upon the January 1,1992 actuarial valuation.
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During 1992, the companies implemented a workforce reduction program designed to
reduce the management workforce. This program included an early retirement program and

,

vduntary and involuntary separation plans. The early retirement program resulted in the
recognition in 1992 of an additional $26 million of 1992 pension cost and the disclosure of an s

additional $39 million of unrecognized net loss at December 31,1992 as shown in the following

table. The companies also recognized in 1992 a charge to expense of $11 million primarily
related to the cost of the separation plans. The total charge to income of $37 million in 1992 is

approximately $23 million after reflecting income tax effects.
The funded status of these plans at L)ecember 31,1992 and 1991 was as follows:

| %wuh ofsioitan) Dram /vr31, In2 1nt |

Actuarial present value of accumulated pension plan benefits:
Vested benent obligation $(2,280,000) $(2,047,000)
Nonsested benent obligation (101,000) (94,000)

Accumulated benefit obligation $(2,381,000) $(2,141,000)

Effect of projected future compensation levels (468.000) (436,00(0

Projected benefit obligation $(2,S49,000) $(2,577,000)

Fair value of plan assets, invested primarily in equity index
funJs, U.S. Government, government-sponsored corporation ,

I and agency securities and listed corporate obligations 2,577,000 2,520,000
1 4

Plan assets less than projected benefit obligation $ (2/2,000) $ (57,00(0

l'ruccognized prior senice cost 25,000 27,000

11nrecognized transition asset (181,000) (194,000)

I'nrecognized net loss 262,000 125,0(X)

Accrued pension liability $ (166,000) $ (99,00C)

The assumed discount rate was 7.5% and the assumed annual rate of increase in future
compensation levels was 4.0% at December 31,1992 and 1991. These rates were used in
determining the projected benefit obligations, the accumulated benefit obligations and the
sested benefit obligations.

Pension costs were determined under the rules prescribed by SFAS No. 87, including the
use of the projected unit credit actuarial cost method and the following actuarial assumptions
for periods during 1992,1991 and 1990:

| In2 Int In? |
Annual discount rate 7.50% 8.50% 8.50% ,

Annual rate of mercase in future compensation lesels 4.00 % 5.00 % 5.00 %

Annuallone. term rate of return on plan assets 9.50 % 9.50';f 9.50 %
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The components of pension costs, portions of which were recorded as components of
construction costs, for the years 1992,1991 and 1990 were as follows:

IWJ ||tarwaml>nthi!m> I W.' IWI

Senice cost $ 9M,000 $ 81,(HK) $ 69,000

}nterest cost on pmjected benefit obligation I M9,000 174.000 154.000

Actual icturn on plan awets (179,(KKH (495,0(KO (57,000)

Eady retirement program (ost 26.000 - -

Net amorti/ anon and deferral (67.000) 286.000 (158,000)

$ 67,(KM) $ 46,000 $ 8.000

J f Post Retirement llealth Care llenefits

The companies provide certain post-retirement health care benetits for retirees and their
dependents and for the survising dependents of eligible ernployc3 and retirees. Substantially
all of the companies' employes become eligible for post-retirement health care benefits if they
reach retirement age while working for the companies. In 19SO. the companies began funding

the liability for post-retirement heahh care benefits through a trust fund, and the estimated
cost of post-rcrirement health care benefits is I cing accrued and funded over the working lis es
of the employes. Prmisions for post-retirement health care benefits for the years 1992,1991
and 1990 were $99,698.000, $66,514,000 and $42,235,000, respectisely, and were based on the

aggregate cost method and were equivalent to actuarial normal costs of the liability. The
actuarial present values of accumulated post-retirement health care benefits at January 1,1992
and 1991, the latest actuarial valuation dates, were $804.532,0(n) and $604,188,000, respectively.

The net assets of the trust fund established for the payment of post-retirement health care
benefits at January 1,1992 and 1991 were $299,309.000 and $209,385,000, respectively.

In December 1990, the Financial Accounting Standards Board (FASB) issued an
accounting standard which requires that post-retirement benefits other than pensions be
recorded over employment periods of plan participants rather than on the pay-as-you-go basis.
The accounting standard must be adopted by the companies not later than J,muary 1993. When

adopted, the new standard will require disclosure about the companies' obligation to provide
post retirement health care benefits and the cost of prmiding those benefits which are similar 3

to the disclosures made for pension benefits in Note 12. The companies estimate that if the
new standard had been adopted in 1992, plan costs for the 3 car 1992 would have increased by

approximately $20 million and the actuarial present value of accumulated post-retirement
heahh care benetits at January 1,1992 would have been approximately $950 million. The
effects on income when the standard is adopted are dependent on the treatment authorized in

future ratemaking proceedings.
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} f income Taxes .

;i

Prosisions for current - and deferred federal .and state income taxes and. amortization 'of j
~

' investment tax credits resulted in the following effective income tax rates for the years 1992, i

1991 and 1990:

| 1992 -1991 - 1990 | '|
.

Pre-tax book income (in thousands) $779,979 $449,479 . $321,982

jEffective income tax rate 34.1 % 78.9 % . 60.2%

The principal differences between these ratc7 and the federal statutory corporate income '. ;

tax rate stated in the following table for 1992,1991 and 1990 were as follows: !
t

| Joo? : 1991 ' 1990 } I

Federal statutory corporate income tax rate 34.0 % 34.0 % 34.0 % t

IEquitysomponent of AFUDC w hich was excluded from taxable

.,

income (0.9) (1.4) (2.4) ' !
.;

Amortization of investment tax credits (3.4) - (7.2) (12.3) j
State ' income tax, : et of federal income tax 5.6 11.7 9.3 . i

'

- 34.3 14.1, ;Disallowed plant costs
.

Differences between book and tax accounting for property related
'

leductions (0.8) 4.4 15.0 :

Other--net (0.4) 3.1 2.5 j
'!Effective income tax rate 34.1 % 78.9 % 60.2 %

:

I

Provisions for deferred income taxes on timing differences between financial accounting ;
. and for income tax purposes, net of resersals, for the years 1992,1991 and 1990 were as follows: -|

>

|kijN5G*||15 Of $0$b113) IVh?- 1$$1 ^ IVVh

'

Accelerated cost recovery and liberalized depreciation-

net of removal costs $213,205 $211.518 $247,758

Alternative minimum tas (54,650) (7,638) (49,673) -|
Deferred energy costs ' 11,708 (12,076)' L (3,230) '|

_ 4,791) -|Unbilled resenues 5,070 (11,881)' (

Overheads capitalized (8.535) (45,076) (31,287) ,

Repair allowance (29.113) (15,184) (5,617) - ,|
Post-retirement benefits (36,808) (17,288) (3,155) .' ;

. Provisions for revenue refunds 52,500 29,668 (83,175) i

Other items-net (10,381) (20,630)' (30.013) I

$142,996 $111,413 . $ 36.817

Charged to-

Electric operations $143,535 $162,399 $ 36,755

0:her income and deductiom (539) (50.986) 62 I

$142,9% $111,413 $ 36,817
'

1
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' At December 31.-1992, the estimatc|d cumulative net amount of book / tax ' timing
differences for property placed in service prior to 1981 for which deferred income taxes have .
not been recorded is approximately $525 million. Except for the effect of reversals of timing' . j
differences related to such unrecorded deferred income taxes, net provisions for deferred j

income taxes have been recorded for all material income tax timing differences for the years
1992,1991 and 1990. ;

The Company ~ has recorded current federal income tax liabilities that include excess ~ '

amounts of alternative rninimum tax (AMT) over the regular federal income tax as shown in :i
the preceding table, which amounts were also recorded as decreases to accumulated deferred j
federal income taxes, The cumulative excess amounts of AMT so recorded in the amount of ';

approximately $112 million as of December 31,1992 can be carried forward indefinitely as a
credit against future years' regular federal income tax liabilities.

The FASil issued an accounting standard which requires an asset and liability approach - |
for financial accounting and reporting for income taxes rather than the deferred method. The ?
accounting standard must b: adopted by the Company not later than January 1993. The. !

Company has not decided whether it will reflect the initial application of the standard as a ?

cumulative effect of a' change in an accounting principle in the year of adoption or as a '[
restatement of prior years' fmancial mtements. -L

When the new standard is adopted, significant adjustments to the balances of accumulated '
,

deferred income taxes will be recorded related to the equity component of AFUDC which was

previously recorded on an after tax basis, the portion of the bormwed funds component cyf -
AFUDC which was previously recorded net of tax, and other temporary differences for which
the related tax effects were not previously deferred. Significant balance sheet adjustments.will: I

also be recorded for the reductions to the balances of accumulated deferred income taxes-
.

^

resulting from income tax rate changes and the recognition of deferred income tax effects .
related to unamortized investment tax credits. It is espected that the adjustments to the 1
balances of accumulated deferred income taxes will be offset primarily by plant assets and |
regulatory assets and liabilities representing the expected future revenue requirement impacts [
of these adjustments as the temporary differences reverse and are reflected in cicetric service ' '}
rates. liowever, this accounting is dependent on the treatment authorized in future ratemaking' .:
proceedings, {

;

W Taxes, Exceptincome Taxes ;

Provisions for taxes, except income taxes, for the years 1992,1991 and 1990 were as fo'llows:
.

| Mouwnds ofdottarr> 19p? I991 1990| :[
!!!inois public utility revenue $204.004 $218,137 $194,489
Illinois invested capital 107,207 111,872 113,659

Municipal utility gross receipts 129,250 '128,302 104.249 {
Real estate 162,151 '148,356 127,009

Municipal compensation 73,323 ' 74,218 62,593 4
Other-net 67,974 61/385 59,433 ..

!
$743,909 $742,570 $661,432 [

a
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Under nuclear fuel lea iagreements entered into in 1934 and 1985, the Company may sell
and lease back nuclear fuel from lessors who may borrow an sggregate of $700 million to - -;
finance the transactions. See Note 9 for information concerning lines of credit under the| ,

nuclear fuel lease agreements. At December 31, D92, the Company's obligation to lessors for. |
leased nuclear fuel amounted to $556 million. The Company has agreed to rnake . lease ~ i

payments which cover the amortization of the nuclear fuel used in the Company's reactors plus ;

the lessors' related financing costs. The Company has an obligation for spent nuclear fuel i

disposal costs ofleased nuclear fuel. q

Future minimum rental payments, net of executory costs, at D rember 31,1992 for capital '|
leases, are estimated to aggregate $600 million, including $230 million in 1993, $155 million in -|,

'

1994, $120 million in 1995, $63 million in 1996, $18 rnillion in 1997 and $14 million in 1998-99..

The estimated interest component of such rental payments aggregates $42 million. The |

estimated portions of obligations due within one year ender capital leases are included m ||
current liabilities and approximated $178 million and $183 million at December 31,1992 and j

j 1991, respectively. *

i
I

i
} } int estments in Uranium- and Coal-Rdated Properties'

,

'At December 31,1992, the Company and its subsidiaries had imestments of approximately
$166 million in uranium-related properties, equipment and activities and approximately $523 |
million in coal reserves. Production of uranium from all of the uranium properties has been - '!
deferred due to depressed market prices for uranium. The Company currently expects to. !

ultimately recover the cost of the uranium properties in all material respects in relation to the -- ,i

Company's financial pmition and its results of operations, but doing so . depends on. I

substantially improved market conditions. However, the Company continues to evaluate its ' ,

ability to ultimately recover the cost of its uranium properties. Further, the Company's - j

commitments for the purchase of coal under long-term ccmtracts exceed its requirements. .

Rather than take all the coal it was required to take, the Company agreed to purchase the coal . 3

in place in the form of coal reserves. The Company has been allowed to recover from its i
customers the costs of the coal reserves through its fuel adjustment clause as the coal is used
for the generation of electricity. Ilowever, the Company is not earning a return on the .j

1|
|expenditures for coal reserves prior to the coal reserves being used for the generation of ~

clectricity by including the coal reserves in rate base. See " Management's Discussion and
Analysis of Financial Condition and Results of Operations," subcaptions " Liquidity and ;

Capital Resources," " Rate Proceedings" and "Results of Operations," for. information j
concerning coal commitments, proceedings relating to the recoverability of the Company's coal ;

fuel costs through its fuel adjustment clause and the Company's fuel supply, respectively. See .{
Note 19 for additional information concerning the Company's coal commitments- .|

Actions were brought in federal and state courts in Colorado against the Company and its - . [
subsidiary Cotter Corporation (Cotter), alleging that Cotter has permitted radioactive and other .;

hazardous material to be released from its mill into areas owned or occupied by the plaintiffs -j
resulting in property damage and potential adverse health effects. The actions were originally- 4

instituted in September 1989. The plaintiffs seek from Cotter and the Company unspecified . j
compensatory, exemplary and medical monitoring fund damages, unspecified respcmse costs

'

ander the Comprehensive Environmental Resp (mse, Compensation and Liability Act, and . ;

}
.
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temporary and permanent injunctise relief. Although the case will necessarily involve the !

resolution of numerous contested issues of fact and law, the Company's determination is that
,

this action will not hase a material adverse impact on the Company's financial statements. '

y Joint Plant Ownership
'

i
s

The Company has a 75% undivided ownership interest in the Quad-Cities nuclear generating
-

station. Further, the Company is responsible for 75% of all' costs which are charged ' to . [
appropriate investment, operation or maintenance accounts and provides its own financing. At i
December 31,1992, for its share of ownership in the station, the Company had an investment ' [
of $462 million in production and transmission plant in sersice (before reduction of $150 |
million for the related accumulated provision for depreciation) and $91 million in construction I
work in progress.

,

!

] 9 Commitments. Contingent Liabilities and the Construction Program I

I
Purchase commitments, principally related to construction and nuclear fuel, approximated j
$1,095 million at December 31, 1992. In addition, the ' companies have substantial ;

commitments for the purchase of coal under long-term contracts. The Company's coal costs '-{
are high compared to those of other utilities. The Company's western coal con:racts were i

renegotiated during 1992 to provide, among other things, for significant reductions in the price '

of the coal effective as of January 1,1993. Ilowever, the renegotiated contracts provide for the - .I
purchase of coal at prices substantially above currently prevailing market prices and the_

'

Company has significant purchase commitments under its contracts. In addition, the Company ._ |
has renegotiated its rail contracts for delivery of the western coal at significant reductions in . i

rail rates. Coal costs (including costs of reserve coaD w hich are not recoverable in rates, if any, . -{
will have to be charged to income. See " Management's Discussion and Analysis of Financial

|
Condition and Results of Operations." subcaption " Liquidity and Capital Resources," for- ;

additional information regarding the Company's purchase commitments. See Note 3 for
3

information related to challenges from intervenors and the JCC Staff regarding the recovery of '

coal fuel cests in the Company's annual ICC fuel adjustment clause reconciliation hearings.

The umpany is a member of Nuclear Mutual Limited (NML), established to provide !
insurance coverage against property damage to members' nuclear generating facilities. The . !!
members are subject to a retrospective premium adjustment in the event losses exceed ,

accumulated reserve funds. Capital has been accumulated in the reserve funds of NML to the .
;

extent that the Company would have no exposure in the event of a single in' ident. However. '

c

the Company could be subject to a maximum assessment of approximately $68 million in any
policy year, in the esent losses exceed accumulated reserve funds.

,

The Company also is a member of Nuclear Electric Insurance Limited (NEIL), which Li

provides insurance coverage against the cost of replacement power obtained during certain .

prolonged accidental outages of nuclear generating units and coverage for property losses in [
excess of $500 million occurring at nuclear stations. All companies insured with NEIL are 'I
subject to retrmpective premium adjustments if losses exceed accumulated reserve funds, j

Capital has been accumulated in the reserve funds of NEIL to the extent that the Company -I
would have no exposure in the event of a single incident under the replacement power

~

g

coverage and the property damage coverage. Ilowever, the Company could be subject to j
maximum assessments, in any policy year, of approxirnately $28 million and $40 million in the ;

|

.- ;
.
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. event losses exceed accumulated reserve funds under the replacement power and property
~

damage coverage =, respectively. ;

c The Nuclear Regulatory Commission's indemnity for public liability coverage under the i

Price-Anderson Act is supported by a mandatory industry-wide program under which owners j
of nuclear generating facilities could be assessed in the event of nuclear incidents. Based on j

the number of nuclear reactors with operating licenses, the Company would currently bc |

subject to a maximum assessment of $827 million in the event of an . incident, limited to a - !

maximum of $125 million in any calendar year. 'f
in addition, the Company panicipates in the American Nuclear Insurers and Mutual j

Atomic Energy Liability Underwriters Master Worker Program which provides coverage for- |

worker tort claims filed for bodily injury caused by the nuclear energy hazard. The emerage j
applies to workers whose " nuclear related employment" began after January 1,1988. The ;

'
Company would currently be subject to a maximum assessment of approximately $38 million

in the event losses exceed accumulated reserve funds. 4
See " Management's Discussion and Analysis of Financial Condition and Results of -|

Operations," subcaption " Liquidity and Capital Resources," for information relating to the i

Company's construction program. See " Management's Discussion and Analysis of Financial I

Condition and Results J Operations," subcaption "Results of Operations," for information .

relating to the provision recorded for the Company's estimate of its liability associated with ' .I
manufactured gas plants. ;

Quarterly common stock dividends, payable November 1,1992 and February 1,1993, |
were reduced 47% from the seventy-five cents per share quarterly amount paid since 1982 to j
forty cents per share. Dividends were declared on the outstanding shares of the Company's i

preferred and preference stocks at their regular quarterly rates. The Company's Board of j

Directors will ecmtinue to review quarterly the payment of dividends. Further, significant rate .|
refunds or charges other than those provided for on the Company's books and/or significant '?

additional wnte-downs of assets could eliminate the Company's retained earnings ,

(approximately $847 million as of December 31,1992) and interrupt dividend payments on its i
'

capital stocks. Illinois law provides that a utility may not pay any dividend on its smck unless '
"[t]he utility's carnings and earned surplus are sufficient 'to declare and pay same after -
provision is made for reasonable and proper reserves." or unless the utility has specific
authorization from the ICC. In addition, the Company's restated articles of incorporation .,

require that redemption payments on preference stock subject to mandatory redemption '{
requirements be suspended unless dividends payable on outstanding shares of preference j
stock have been paid, or declared and sufYicient funds set aside for their payment. See -
" Management's Discussion and Analysis of Financial Condition and Results of Operations."

,

subcaption " Liquidity and Capital Resources," for a discussion of the Company's rates and . i

financial condition.- .|
A shareholder derivative lawsuit was filed on October 1,1992 in the Circuit Court against ;

current and former directors of the Company alleging that they breached their fiduciary duty :
and duty of care to the Company in connection with the management of the activities ;

associated with the construction of the Company's four most recently completed nuclear -|
generating units. The lawsuit seeks restitution to the Company by the defendants for the !

hisses and costs alleged to have been incurred by the Company.

The Company is involved in administrative and legal proceedings concerning air quality,
'

water quality and other matters. The outcome-of these proceedings may require increases in
the Company's future construction expenditures and operating expenses.

.:
!
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Q{) Quarterly Financialinformation .;

.Nn . Attrage . Earnings
. Innme Numberof ' - flass) . .;

Elettic Elearic . . (less)on - f:ommoe ;. Per |
.

ating Ojxrating ' Net income Common . . Sharn Comenon .. ;
ThrerMonths Ended . stenues leavn flass) Stock Datstanding Share. i

(thousands except per share data) j
March 31,1991 $1,321,571 $187,003 $ 4;798 $ (15,212Xa) 212,301 . $(0.07) , |
June 30,1991 - $1,521.356. $317,831 $ 157,512 $ 137,543 212,408 $ 0.65 ' :!

September 30,1991 $1.952.254 $524,606 $ 362,192 $ 342,415 212,493 $1.61
' Decemher 31,1991 $1,480,352 $285,755 $(429.615) $(448,147)(b) 212,606 $(2,11) i

;

i
Nf arch 31,1992 $1,422,557 $265,806 $ 67,254 $ 49,303(c) 212,713 $0.23 ;

June 30,1992 $1,431,749 $271,705 | $ 105,825 5 87,919(c) 212,860 $0.41 .;
September 30,1992 $1,708,880 $398,869 '$ 235,865 $ 218,151 212,973 ' $ 1.02 ;

December 31,1992 $1,463,135 ' 5260,523 $ 105,037 $ 88.069 213,170 $0.41 ;.

ia) kr Nute 2)or informarma wncerning the reduawn to art income arrurdedin Monk i991 as a realt of the Coerpany's dahion ' i
to antest och a ponian of the ICCs ManA o, IV91 rate order. . ,

(b) Sr Norr 2for unformation conurning the nduction to net innme raordedin Notemkr IVof as a mult of the Supreme Coun's .i

dansun rrmandingpunions of the ICCs March 8,19Vi rate order,
.

';
k) Su Narc 3for mformation conarning the redaawn to art innme nrordedin 1V91as a vr<ah of the Superme Court's dauion

mersmg and rrmanding ponwns of the ICC's August 23,1989 Ilyron l'ait I remand arrier. ' y;
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' floard ofDimton
James J. O'Connor George E. Johnson Frank A. Olson.

~ Chairman of the Company- Chairman. Indecorp Chairman and Chief j
Incorporated Executive Officer =

Jean Allard (Holding company for Drexel The Hertz Corporation {
President -

. National Bank and ;

Independence Bank of Patrick G. Ryan
,

,- Metropolitan Planning C.ouncil
President and Chief Executive(Nonprofit agency) Chicago)
Officer

!James W,. Compton
. Harvey Kapnick Aon Corporation

President and Chief Executive Vice Chairman (Insurance holding company) !

Officer General Dynamics Corporation
'

Chicago Urban League Samuel K. Sk.mner
. (Nonprofit agency) Byron Lee, Jr. President of the Company

Retired President and Chief 'f
Sue L. Gm. Executive Officer Lando W. Zech, Jr. ,

Former ChairmanChairman and Chief Nuclear Management and ,
Executive Officer Resources Council U.S. Nuclear Regulatory ,

Flying 1 ood Fare, Inc. Commission 1<

(In-flight catering company) Edward A. Mason +

Retired Vice President. Research .

Donald P.Jacobs Amoco Corporation
Dean. J. L. Kellogg Graduate
School of Management
Northwestern University i

Officers
'

James J. O'Connor John C. Bukovski Paul D. McCoy
Chainnan Vice President Vice President

,
.

Samuel K. Skinner Louis O. DelGeorge John J. Viera r

President Vice President Vice President ,

Thomas J. Maiman Harlan M. Dellsy Michael J. Wallace
Senior Vice President Vice President and General Vice President !

Counsel !
Robert J. Manning Roger F. h.ovack- ,

Senior Vice President William H. Downey Comptroller !

Donald A. Petkus Dennis F. O'Brien |
'* '" "'

Senior Vice President J. Stanley Graves Treasurer
^

* * * " '
Cordell Reed David A. Scholz

'

Senior Vice President Emerson W. Lacey Secretary .;
Vice President

'

.|
Other Executives 9

L

K. Edward Bartels Robert D. Fredericksen Richard Piemewicz
Customer Senice Regional Vice President Site Vice President i

Vice President Quad-Cities Station -Kenneth L. Gruesser ,

Sigval M. Berg, Jr. Site Vice President Gerald J. Porento j
Site Vice President flyron Station Assistant General Counsel t

Braidwood Station Ho H Ran E. Wo
John T. Costello Manager of Regulatory Nuclear Oversight Manager '

Manager of Public . Affairs Accounting
Rickard P. Schwartz

Willicm H. Dunbar Jr. Roland L. Kraatz Manager ofInvestments .

Maneger of Quality Manager of Fuel i

Richard P.Tuetken ;

Elton D. Eenigenburg Linda S. Kuzniar Site Vice President !
Nuclear Support Manager Transmission System Zion Station |

Vice President .

William E. Everson Roben E. Tyler ?
'

Maaager of Information Michael D. Lys.ter Manager of Purchasing
Systems Site Vice President

Dresden Station Ernest F. Wayman
,

1)enm. L. la,arrur I)istribution System - 's

Nuclear Regulatory Services Warren P. Murphy .Vice President *

Manager Site Vice President +

LaSalle County Station

'i
i
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Other Infortnation

' Shareholder Inquiries
First Chicago Trust Company of New York is Dividend Disbursing Agent, Dividend
Reinsestment Agent and Transfer Agent for all classes of Commonucalth Edison Company

stock and warrants.

Questions and communications concerning your account, payment of dividends, the dividend

reim estment plan and transfer of stock should be directed as follows:

liy Telephone:
Toll-free numhet. . 1-800-950-2377

fly hiail:
Commonwealth Edison Company c

clo First Chicago Trust Company of New York
30 West liroadway

Post Othee liox 3981

Church Street Station .-

'New York, New York itX)08-3981

Walk-in service for shareholders in Chicago is provided by First Chicago Tmst Company of
New York at the following location:

First Chicago Trust Company of New York
One North State Street, Ninth Floor

Annual 31eeting

The annual meeting of stockholders will be held Tuesday, Nf ay 11,1993 at 10:30 a.m. at the '
Chicago liilton and Towers. Notice of the meeting and proxy materials will be mailed to
stockholders.

Form 10 K. Financial Revieto and Annual Ref> ort on the Ent ironment
The 1992 Form 10-K Annual Report to the Securities and Exchange Commission and the -
1992 Financial Resiew will be available in April. The next Annual Report on the
Environment will be available in August. A copy of each may be obtained from:

Dasid A. Scholz, Secretary

Commonwealth Edison Company
Post Office flox 767
Chicago, Illinois 60690-0767

.,
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TP ilt UTI' TO (1 D1M()N WE A LT H
floot waters fiornlto pres ent reingF'IW P'4 es eming gr,t( cientact w it h li\ t" ( b 't'

M r DIX ( K M r. Prendent, on April i ncal e pppmcr.t. f 'ompany engineers
1:t,1PJ2. t he city of ('hicago w e etruck w orked c b.<ely wit h budhng operatorm
by what rnany consider itr w orst phys updat mg t hem, assemng the darnage,
ibd divactor Hnce the gre at fire of 1*73. an [ pr tim'atir g how long the outagty
A pihne, accidentJ!y drwen into a woald la,t A not.be r ca. Ire stayed m , , -~

inne.f. rgut t en undergrourni fr ew ht co .t mua! t ouch wit h the news inedia,
tunn+ 1 Fystem, caused a hutk t hat st n! go .b puidie w ould };at e the \ ery lati

| 27,o nulhon ganons of Chicago liiver en mfo, mation. I

w ater ru, hin g inni the F mih long .sxt v- four hours after the first hmid- '

suht < rranean ni tw ork. Water poured ings w'ent darh, t hon crews restored i

into t he be ments an l subhwem" 1" Errice to all locations w here t he cuw
of bushngs xro - the cit yi fana d i n.ncrs' faciht ie- were capable ef oper.

I Loop. Tens of thourands of dow ntow n ,,t m g 3arely. In a!h the rest oration
i worhers w cre s nt home. The pot ential u am logged more than 70.tn) in<hyid-

for a much larger duaster w as enor- ual u orL hours Their pnmary mmon
,

mous 3 et t har.h s to the quich, deter- hwl been to ensure public safety by
mined act nn of many dedjeati d pen}de, prot ect ing elect rical eym}, ment fromi

not one deat h or injury result ed- riWng n oi,d w at ers then to rest ore
Today, I want to .ude out t he re- pon er a., quic Hy as pomble. That nus

spon-e of om Ley organi/.ation-Com- sien to it only w as accomphshed. hat go
monw ealth Ed6an Co -w hich hu been eff;emotiv that it will not caue an m-
provulmg electric sers ice to C hica K" creas. in cust omers' electricity bills

~

for 105 ve are Therefore, let the treord redert our
At firit new s of t he catastrophe, Ihh- ren .rution of Commor: wealth Edison'a' son put its emergency plan into action- t ruN out stand.ng performance in prm

The company mobilized a t ok force of *

the s afet y of the citizens oft ect mg
in) eg.erts fri m acrow its northern Ib Chicago and rest <,rir.g normal business
linois territory and tohl them they actis :t v in the face of an unprece-
w ould be w orking 12 hour s hift s derit ed crisi . The men and women of
around the clock, untu the battle w ar Cotr.monw eah h Ikhson merit the ree-
wim, Edistpri crew s ut.d ed sw ibly to 1,gnitiian o[ us a}},
docunnect pow er t o bmi.fingu m order

,
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ra m wwnscros, n omngv. Jcm u. rm s.. n

Senate

'l 1:IIWT!: Tt ) D GIMON W1. Al.Til
1 l>lmN i.n a m nurg Dor aiw at er s from

! act unh la c eice-. . . i y peo 4

M r. lilM IN. Mr. I'rnL h n1. 4.n A; rii c p.g p , nt ( n, any en. ineersc, y

| 13. lirx>., t he ,1y ..f( hic ,.uu . rus h u nt h d (i r. k u * h Em!J nIe opera irs,
by u hr. rr m v c e u!er d o w or-t ; h 3 upa,g;g t hc/n. a v . ir-g t'he ria navn3
u ai d, . -t cr r:ri e W p eat On of l%), ,, i ,;na n , b. .u bng the out a ge -c

,

A ;ahnc, acenic , .d ty dracn F. ' aiuid ja A n. .t her c,.d re -t a', ed Lu

ch titule Pf n d.r iI In .C !-iliin g -f' .rg-
i : !i tinas, w n h the ra u 3 'i n " l u i .

c . < ura d . 'cak t h; , eM ,o t b pd - u oald hm e t he sery LJfunnelry-4 .

2J,o ni on r:A - , .f ('hh ago lin<r cq y , n g ,, e
unh! rn * tg not t hi Nrae4 w w v. g ,a r hi ur- 1.f'i r t h. E r~t 1.udd-

Mit it Tr afi i 't i n ' r V, . Wi F j Girt il ., ,, [ y,+ sy( }- , lgg ; pg.g n .,-,4, ppg j

into the b..r e rne r i e t 'i r h.i en"ti- , ., u h, re t he emj cn yr , , g ; ,, ,
of bmkhr ac ri , ~ the ed , r fm n -'i t er3' f ac ! ta> a cre e.apsis . ,f op r-i

-

1,nop 'l em i f t h< c uand yf d a r m r! . afeh. In .. U . the re st orat ion,< ,
u , o bers urn n nt hon I r e po e nu % , y.ged im re t han '~0p io indn id-
for a m .c, h brger dw t e r w a- < t.'r- n2 u . & h ar Thi-ir prirnary nassion
mou , 3 ( t i hau- t o the queh, de' et - hM ti,."n t> er .are pubbe dafet v bi
nun, d at t n ,.. f r ut. , r h , hea t ert pe ' + p r .* , ct i* g' elect rica opupoient 'fnin'

not one sh at h a r m nin ri ~ d e.h n ig R od u zers then to re st o re
T4 da,s . I waia to - t.y h .u t the n- pou n a.< p cily e po uble. That nus-

a- v3 orp ' o n n -(,

spor.-e ut m < r , ,a n, , o,,h w e ar , . ,rr.p!nhed. but so
nn.nu eahh b h .n ( E - u !.ich La lo en , ffg en , pc t 'Mt n U} Th u C;uire an in-e i

i L ac" creau m'em'orm ri cl. etrice s bilhpna ohng eiect rje en in ? i

f or 10.~. 3 e n r$ Tt cre fore. b t 1 he re< ord r'c0cet our
At first nen > < f th+ a a-t rophe . I E n n ,g.. , g ,r. < >f i on;r . tarea h h Edmon's.

'

3on put u s i mcro r ) J .!a n m. . m ' . ruh out s edmg perforn.ance in pro-The com pany nu.ba" zed a '
.

>k 6srce of 1, 1.c t.he s.fet y of the cimem of
500 e x pe rt - fn an ae ro - as nor*bern Ih (b w > pd n r.oring nornud busir:er

they act is.m y p, t h, face of an unprece-hnun t erra ory ad t oid t h+ 1

u nabl be w ork mc C h4 ur s h i r. ~ ,h m ed crW Tne nn n and n o v en of
around the i .e s. . u n t h< bu * . u m- ( n ,,nna n u calt b i h n * .re tbc ree-
u or,. E d v.. en u s s a el sa mis .i og ,, ,ii

dh o nei p. iu . > hu ; tr c- :n < rrder
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ATTACHtENT A

,

As filed with the Securtiles and Exchange Commission on January 31,1994
,

'

Registration No. 33-

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

,

FORM S-4-
REGISTRATION STATEMENT :

Under
The Securities Act of 1933 ,

CECO HOLDING COMPANY
(Exact name of registrant as specified in its charter)

tilinois 6719 Applied For J
(State or other lurisdiction (Primary Standard Industrial (IAS. Employer

of incorporation or organization) Classification Code Number) Identification No.)

37th Floor John C. Bukovski
10 South Dearborn Street Vice President

Post Office Box 767 CECO Holding Company ,

Chicago, Illinois 60690-0767 37th Floor ?

(312)394-4321 10 South Dearborn Street
(Address, including zip code, and Post Office Box 767

telephone number, including area code, Chicago, Illinois 60690-0767
of registrant's pnneipal executue offices)

(312) 394-3117 ,

(Name, address, including zip code, and
telephone number, including area code,

of agentforservice) ;
Copies to: t

R. Todd Vieregg, P.C.
Sidley & Austin

One First National Plaza !

Chicago, Illinois 60603
(312) 853-7470 '

Approximate date of commencement of proposed sale to the public: As soon as practicable after
this Registration Statement becomes effective and all other conditions to the merger (" Merger") of
CECO Merging Corporation with and into Commonwealth Edison Company pursuant to the Merger
Agreement described in the enclosed Prospectus and Proxy Statement have been satisfied or waived.

If the securities being registered on this Form are being offered in connection with the formation of
a holding company and there is compliance with General Instruction G, check the following box. O '

CALCUl.ATION OF REGISTRATION FEE
'

Proposed Proposed
Amount Maximum Maximum Amount of

Title of Each Class of to be Offering Price Aggregate Registration .;
Securftles to be Registered Registered Per Unit (1) Offering Price (1) Fee

Commen Stock, without par value . . 215,770,000 $27.0625 $5,839,275,625 $2,013,557.41
Shares j .

(1) Estimated pursuant to Rule 457(f)(1) of the Securities Act of 1933, based upon the market vraie of the shares of
Comrnonwealth Ed: son Company Common Stock to be converted in the Merger ($27.0625 per share, which is the average
of the high and low sales prices of a share of Commonwealth Edison Company Common Stock en the New York Stock *

Exchange, Inc. Composite Tape on January 25,1994L }
The registrant hereby amends this Registration Statement on such date or dates as may be '

necessary to delay its effective date until the registrant shall file a further amendment which
cpecifically states that this Registration Statement shall thereafter become effective in i
cccordance with Section 8(a) of the Securities Act of 1933 or until this Registration Statement
chall become effective on such date as the Commission, acting pursuant to said Section 8(a),
may determine.

| r

|'
'

__ - - _ - _ _ _ _ _ _ - - - . - - _ _ _ _ _ - _ _ - _ - _ - _ _ _ _ _ - ---



_ . -.

:

*

EXPLANATORY NOTE

The number of shares of CECO Holding Company Common Stock to be issued in the conversion
of Commonwealth Edison Company Common Stock in the Merger described herein cannot be precisely
determined at. the time this Registration Statement becomes effective because shares of i

Commonwealth Edison Company Common Stock may be issued thereafter and until the effective time
of the Merger under the Commonwealth Edison Company Employe Savings and investment Plan and
Employe Stock Purchase Plan. This Registration Statement covers a number of shares of CECO Holding
Company Common Stock which is estimated to be at least as large as the number of shares of
Commonwealth Edison Company Common Stock which is expected to be outstanding at the effective
time of the Merger. See the undertaking in item 22(4) in Part 11 of this Registration Statement.
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Commonwealth Edison
10 South Dearborn Street
P.O. Box 767
CHICAGO, ILLINOIS 60690-0767

To the Shareholders of Commonwealth Edison Company:

The regular annual meeting of the shareholders of Commonwealth Edison Company (" Edison")
will be held on May 10,1994, to act upon a proposed corporate restructuring in which Edison will
become a subsidiary of a new holding company currently named " CECO Holding Company" (" Holding -
Company"), and to act upon other items of business as set forth in the Proxy Statement that follows.

Your Board of Directors unanimously believes that the proposed restructuring into a holding
company system is beneficial to Edison and its shareholders. The restructuring will permit timely
responses to competitive activities which could adversely affect the Edison utility business, and will
allow Helding Company to provide a broad array of energy services through its utility subsidiary (Edison)
and its unregulated subsidiaries. If approved, affiliates of Edison will be able to engage in non-utilit'y
businesses without the prior approval of, or being regulated by, the Illinois Commerce Commission.

To accomplish the restructuring, Holding Company has been organized. The name " CECO Holding
Company" will be changed prior to the effectiveness of the restructuring to a permanent name which
has not yet been determined.

It is proposed that outstanding shares of Edison Common Stock be converted in a merger, on a
share-for-share basis, into shares of Holding Company Common Stock. As a result, the holders of
Edison Common Stock will become the owners of Holding Company Common Stock, and Holding
Company will become the owner of the Edison Common Stock. The outstanding shares of Edison
Preferred Stock and Preference Stock will continue to be outstanding securities of Edison after the
merger.

In addition, it is contemplated that on the day of the merger, Edison will transfer ownership of
certain of its non-tdlity subsidiaries to Holding Company. ,

If the restructuring is effected, it will not be necessary for you to turn in your Edison Common Stock
certificates in exchange for Holding Company Common Stock certificates. The certificates for Edison
Common Stock you now hold will automatically represent shares of Holding Company Common Stock.
New certificates bearing the name of the Holding Company will be issued in the future as certificates
for presently outstanding shares of Edison Common Stock are presented for transfer.

Even if you plan to attend the annual meeting, please sign, date and return the accompanying proxy
in the enclosed addressed, postage-paid envelope. (You may revoke your proxy at any time before it is
voted by delivering written notice of such revocation to Edison, executing a subsequent proxy or
attending the annual meeting and voting in person). 3

i

I
Sincerely, J

!

l

I

JAMES J. O'CONNOR
Chairman

|
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Commonwealth Edison
@ CHICAGO, ILLINOIS10 South Dearborn Street ,|

P.O. Box 767 '

60690-0767 |
!

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS

May 10,1994 !

The regular annual meeting of shareholders of Commonwealth Edison Company (" Edison") will
be held in the Grand Ballroom of the Chicago Hilton and Towers,720 South Michigan Avenue, Chicago,
Illinois, on Tuesday, May 10,1994, at 10:30 A.M., Chicago time, for the following purposes, which are
described in the accompanying Proxy Statement, and to transact such other business as may properly
be brought before the meeting:

Item A: To elect a Board of eleven Directors.

Item B: To consider and act upon approval of an Agreement and Plan of Merger, a copy of which
is attached as Exhibit A to the accompanying Proxy Statement, pursuant to which CECO
Merging Corporation, a subsidiary of CECO Holding Company (" Holding Company"), will
be merged into Edison, with the result that Edison will become a subsidiary of Holding
Company, and the holders of Edison Common Stock will become the holders of Holding
Company Common Stock.

Item C: To consider and act upon a proposed Amendment to the Edison Restated Articles of
incorporation, as amended, to limit the liability of Edison Directors and to provide for
indemnification by Edison of its Directors, officers, employes and agents.

item D: To consider and act upor: approval of the appointment by the Edison Board of Directors of ,

Arthur Andersen & Co., independent public accountants, as Auditors for 1994.

Shareholders of record on the books of Edison at 4:00 P.M., Chicago time, March 11,1994, will be
entitled to vote at the meeting.

PLEASE FILL IN, SIGN, DATE AND RETURN THE ENCLOSED PROXY PROMPTLY.

DAVlo A. SCHOLZ
Secretary

March 1994
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.9 PROXY-STATEMENT
'

..}R4
'

Jam
FOR

1 COMMONWEALTH EDISON COMPANY ,

:y R R
,

j3 .

-]M _l
PROSPECTUS.

'

.E FOR !

.g 8]g,3 CECO HOLDING COMPANY
,

Common Stockdyt :

3,N
This Prospectus, including the Proxy Statement forming a part hereof, has been prepared in :

' 5 j h connection with the issuance of up to 215,770,000 shares of Common Stock, without par value, of .
'

@ S E- CECO Holding Company, an Illinois corporation (" Holding Company"), (i) upon the consummation of-
#$8 the proposed merger of CECO Merging Corporation, an Illinois corporation (" Merging Corp."), which is
jl@ a wholly-owned subsidiary of Holding Company, with and into Commonwealth Edison Company, an !

;].g Illinois corporation (" Edison"), and (ii) under certain stock plans of Edison.
3 Ji E - !

EY ;

.. E 0- At the effective time of such merger, each share of Edison Common Stock, S12.50 par value, will ;
automatically be converted into and, without action on the part of the holder thereof, become one share . '

of Common Stock, without par value, of Holding Company. The difference in par value will not affect
f2 the market value of such stock.

.,

,a m 1

Yg"$

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND

j J.Eg'
EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION NOR HAS THE -!

y SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION
,

g g PASSED UPON THE ACCURACY OR ADEQUACY-OF THIS-PROSPECTUS. ANY '

j g- REPRESENTATION TO THE - CONTRARY IS ' A CRIMINAL OFFENSE.-

E, ii .;.

E3g
The executive offices of Holding Company ara located at 10 South Dearborn Street, P.O. Box 767,

J g, Chicago, Illinois 60690-0767, and its telephone number at such address .is (312) 394-4321.
Iaj

*p! This Prospectus and Proxy Statement and the form of proxy were first mailed to shareholders on - i

,y or about March ,1994. jg

}a
y

b. .$
- .

. , .

'$ |
9%
42 *

8 e

h15
.|13 '!
3 EE The date of this Prospectus and Proxy Statement is March ,1994.
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This Prospectus and Proxy Statement incorporates documents by reference which are not
presented herein or delivered herewith. These documents are available upon request from
David A. Scholz, Secretary, Commonwealth Edison Company,37th Floor,10 South Dearborn
Street, Post Office Box 767, Chicago, Illinois 60690-0767 (telephone number 312/394-8817). In
order to ensure timely delivery of the documents, any request should be made by May 3,1994.

.

AVAILABLE INFORMATION

Edison is subject to the informational requirements of the Securities Exchange Act of 1934, as
amended ("1934 Act"), and in accordance therewith files reports and other information with the
Securities and Exchange Commission ("SEC"). Reports, proxy statements and other information filed
by Edison can be inspected and copied at the public reference facilities maintained by the SEC at 450
Fifth Street, N.W., Washington, D.C. 20549, and at its Regional Offices located at Citicorp Center, 500
West Madison Street, Chicago, IL 60661 and Seven World Trade Center, New York, NY 10048. Copies
of such material can be obtained from the Public Reference Section of the SEC,450 Fifth Street, N.W.,
Washington, D.C. 20549 at prescribed rates. In addition, reports, proxy statements and other
information concerning Edison may be inspected at the offices of the New York Stock Exchange,20
Broad Street, New York, NY, the Chicago Stock Exchange,440 South LaSalle Street, Chicago, IL and
the Pacific Stock Exchange,301 Pine Street, San Francisco, CA, the exchanges on which certain of
Edison's securities are listed. Holding Company has filed with the SEC a Registration Statement on
Form S-4 under the Securities Act of 1933, as amended ("1933 Act"), with respect to the shares of
Holding Company common stock, without par value (" Holding Company Common Stock"), offered
hereby. This Prospectus and Proxy Statement does not contain all of the information set forth in such
Registration Statement, certain parts of which are omitted in accordance with the rules and regulations
of the SEC. For further information, reference is made to such Registration Statement.

Holding Company will become subject to the same informational requirements as Edison following
the merger described in this Prospectus and Proxy Statement, and will file reports, proxy statements
and other information with the SEC in accordance with the 1934 Act.

No person has been authorized to give any information or to make any representation not
contained in this Prospectus and Proxy Statement in connection with the offer contained in this
Prospectus and Proxy Statement, and, if given or made, such information or representation must not
be relied upon as having been authorized.

Neither the delivery of this Prospectus and Proxy Statement nor any distribution of shares of
Holding Company Common Stock made hereunder shall, under any circumstances, create any
implication that there has not been any change in the affairs of Edison or Holding Company since the
respective dates as of which information is given herein.

REGISTRATION STATEMENT

This Prospectus and Proxy Statement is a prospectus delivered in compliance with the 1933 Act
with respect to the shares of Holding Company Common Stock offered hereby. A Registration
Statement under the 1933 Act has been filed with the SEC, with respect to the shares of Holding
Company Common Stock offered hereby. As permitted by the rules and regulations of the SEC, this
Prospectus and Proxy Statement omits certain information contained in the Registration Statement on
file with the SEC. The omitted information can be inspected and copied at the above-described
reference facilities maintained by the SEC.

2
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INCORPORATION OF CERTAIN INFORMATION BY REFERENCE

The following documents filed by Edison with the SEC (File No.1-1839) are incorporated in this
Prospectus and Proxy Statement by reference and made a part hereof:

(a) The Edison Annual Report on Form 10-K for the year ended December 31,1992 ("1992
Form 10-K");

(b) The Edison Quarterly Reports on Form 10-Q for the quarterly periods ended March 31,
1993 (the " March 31,1993 Form 10-Q"), June 30,1993 (the " June 30,1993 Form 10-Q") and
September 30,1993 (the " September 30,1993 Form 10-Q"); and

(c) The Edison Current Reports on Form 8-K dated January 28,1993 (the " January 28,1993
Form 8-K"), May 21,1993 and September 24,1993.

All documents subsequently filed by Edison pursuant to Section 13(a),13(c),14 or 15(d) of the
1934 Act, after the date of this Prospectus and Proxy Statement and prior to the termination of the
offer made by this Prospectus and Proxy Statement, shall be deemed to be incorporated in this
Prospectus and Proxy Statement by reference and to be a part hereof from the respective dates of
filing of such documents. Any statement contained in a document incorporated or deemed to be
incorporated by reference in this Prospectus and Proxy Statement shall be deemed to be modified or.
superseded for purposes of this Prospectus and Proxy Statement to the extent that a statement
contained in this Prospectus and Proxy Statement or in any other subsequently filed document which
also is or is deemed to be incorporated by reference in this Prospectus and Proxy Statement modifies
or supersedes such statement. Any statement so modified or superseded shall not be deemed, except
as so modified or superseded, to const,tute a part of this Prospectus and Proxy Statement.

Edison will provide without charge to each person, including any beneficial owner, to whom this
Prospectus and Proxy Statement is delivered, upon written or oral request of such person, a copy of
any or all of the documents that have been or may be incorporated in this Prospectus and Proxy
Statement by reference, other than certain exhibits to such documents, unless such exhibits are
specifically incorporated by reference into the informatinn that this Prospectus and Proxy Statement
incorporates. Such requests should be directed to David A. Scholz, Secretary, Commonwealth Edison
Company, 37th Floor,10 South Dearborn Street, Post Office Box 767, Chicago, IL 60690-0767
(telephone number 312/394-8817). ,
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SUMMARY OF RESTRUCTURING PROPOSAL i

i

The following is a summary of certain information regarding the restructuring proposal contained
or incorporated by reference in this Prospectus and Proxy Statement and is qualified in its entirety by
the rnore detailed information contained or incorporated by reference herein.

PROPOSED RESTRUCTURING
,

Holding Company has been organized to become the holding company for, and the direct owner
of, Edison and a newly formed subsidiary of Edison named " CECO Enterprises Inc." (" CECO ;

Enterprises"). The formation of the holding company structure will be achieved by the merger
(" Merger") of a newly formed subsidiary of Holding Company, Merging Corp.,into Edison. In the Merger,
the holders of Edison Common Stock, par value S12.50 per share (" Edison Common Stock"), -

immediately prior to the Merger will become the holders of Holding Company Common Stock
immediately after the Merger, and immediately after the Merger Holding Company will become the sole
holder of Edison Common Stock.

Holders of Edison $1.425 Convertible Preferred Stock, without par value (" Edison Preferred
Stock"), Edison Cumulative Preference Stock, without par value (" Edison Preference Stock"), and
Warrants will continue to hold such Stock and Edison Warrants following the Merger, which will not '

change any rights of such holders. See " Treatment of Preferred and Preference Stock" and "Possible -
Minority Interest."

Edison is principa!!y engaged in the production, purchase, transmission, distribution and sale of
'electricity to approximately 3.3 million customers. Its electric service territory has an area of

approximately 11,540 square miles and an estimated population of 8.1 million, and includes the city of
Chicago, an area of about 225 square miles with an estimated population of three million from which

,

-

Edison derives approximately one-third of its ultimate consumer revenues. 1

CECO Enterprises is a holding company which will have no assets other than those involved in its :
'ownership of stock of its subsidiaries; currently, its only subsidiary is Northwind inc., which was formed

in 1993 to provide district cooling services to office and other buildings from central locations in Chicago. ;

Northwind inc. is currently seeking customers for its services, creating plans for its facilities and
negotiating contracts to procure its business assets. On the day of the Merger, Edison will transfer the
stock of CECO Enterprises to Holding Company. See " Transfer of Edison Assets to Holding Company."

Holding Company will have no assets other than those involved in its ownership of stock of its :
subsidiaries, which at the effective time of the Merger will consist of all of the Edison Common Stock !

and the common stock of CECO Enterprises. Holding Company will conduct no business other than the
ownership of the stock of its subsidiaries. The principal executive offices of Holding Company and
Edison are located at 10 South Dearborn Street, Post Office Box 767, Chicago, Illinois 60690-0767, !
and their telephone number is 312-394-4321. !

'

Merging Corp. has nominal assets and has been formed for the sole purpose of effecting the
;

Merger, at which time it will cease to exist. '

|

2

4

5

!



_.

The ichwin, dHgrams illustrate the present and proposed corporate structures of (i) Edison and
its subsidiarios beiwo the Merger and (ii) Holding Company and its subsidiaries following the Merger .

and the Edison transfer of CECO Enterprises to Holding Company. Edison will retain its other !

subsidiaries, which provide goods and services to Edison.

PRESENT STRUCTURE

Commonwealth Edison Company

| i

Commonwealth Edison
_

CECO Enterprises Inc. CECO Holding Company
,

'

Company of Indiana, Inc.
| |

I

Northwind inc. CECO Merging
Edison Development

- @ ratonCompany
!

Cotter Corporation -

Commonwealth Research _

Corporation

Concomber, Ltd. - '

Edison Development
_

Canada Inc.

PROPOSED STRUCTURE i

s

CECO Holding Company j

| |

Commonwealth Edison CECO Enterprises Inc.
Company i
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~ '

Edison Development
Company

i
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EXCHANGE OF CERTIFICATES

It will not be necessary for shareholders to tum in their certificates for Edison Common Stock in I
exchange for certificates for Holding Company Common Stock. The certificates which presently

'

,

represent outstanding shares of Edison Common Stock will automatically represent shares of Holding
Company Common Stock following the effectiveness of the Merger. New certificates bearing the name

;

of the Holding Company will be issued in the future, if, and as, certificates for presently outstanding v

shares of Edison Common Stock are presented for exchange or transfer.
I.

STOCK EXCHANGE Lis11NGs f

Holding Company will apply to list its Common Stock on the New York, Chicago and Pacific Stock |

Exchanges. It is expected that such listings will become effective on the effective date of the Merger, i

subject to the rules of such Exchanges. See " Listing of Holding Company Common Stock." ;

'

DIVIDEND POLICY
i

Dividends on Holding Company Common Stock will depend primarily on the eamings, financial
'

condition and capital requirements of Edison, and its ability to pay dividends on the Edison Common i
Stock owned by Holding Company, it is currently contemplated that Holding Company will initially pay '

quarterly dividends on Holding Company Common Stock at the same rate, and on approximately the ,

same schedule, as dividends most recently have been paid on Edison Common Stock. See " Dividend ;

Policy."
|

REASONS FoR THE RESTRUCTURING

The management and the Board of Directors of Edison unanimously believe that the proposed '

restructuring is beneficial because it will permit affiliates of Edison to engage in non-utility businesses .
without the prior approval of, or being regulated by, the lilinois Commerce Commission. The
restructuring is intended to permit timely responses to , competitive activities which could adversely ;

affect the Edison utility business, to insulate the Edison utility business from the business risks and ;

obligations of other Holding Company subsidiaries, to provide financial flexibility and to facilitate capital
allocation and managerial accountability. See " Reasons for the Restructuring."

VOTE REoUIRED ,

Only holders of shares of Edison Common Stock, Edison Preferred Stock and Edison Preference
Stock at 4:00 P.M., Chicago time, on March 11,1994 (" Record Date"), will be entitled to notice of and ,

to vote at the regular annual meeting to consider approval of the Merger Agreement to effect the I

restructuring. As of March 11,1994, there were shares of Edison Common Stock, i

shares of Edison Preferred Stock and shares of Edison Preference Stock outstanding. The
affirmative votes of the holders of two-thirds of the outstanding shares of Edison Common Stock, Edison
Preferred Stock and Edison Preference Stock, voting together as a single class, are required to approve
the Merger Agreement. See " Voting."

!
HEGULAToRY APPROVALS

Applicatior s for approval of the restructuring have been filed with the SEC under the Public Utility
Holding Company Act of 1935 ("1935 Act"), the Federal Energy Regulatory Commission ("FERC")
under the Federal Power Act and the Nuclear Regulatory Commission ("NRC") under the Atomic
Energy Act. Amendments to the Illinois Public Utilities Act which became effective on July 13,1993,
permit the restructuring to occur without the prior approval of the lilinois Commerce Commission, i

subject to certain conditions. See " Required Regulatory Approvals" and "lilinois Public Utilities Act."

i
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CERTAIN TAX CONSEQUENCES
i

11is intended that the conversion of Edison Common Stock into Holding Company Common Stock
in the Merger will not be taxable under Federal income tax laws, and it is a condition for the Merger to - i

become effective that Edison receive either an opinion of counsel or a ruling from the internal Revenue _;

Service satisfactory to the Edison Board of Directors with respect to the Federal income tax
*consequences of the Merger. Edison has received a ruling concerning certain tax consequences of the

Merger, and it has received an opinion of Sidley & Austin, counsel to Edison, with respect to certain !

other tax consequences of the Merger. See " Federal income Tax Consequences." |

!
RIGHTS oF DISSENTING SHAREHOLDERS {

The holders of Edison Common Stock, Edison Preferred Stock and Edison Preference Stock have i

the right to d;3sent from consummation of the Merger and, upon compliance with the procedural [
requirements of the Illinois Business Corporation Act, to receive the " fair value" of their shares if the
Merger is effected. Any such holders electing to exercise their right of dissent must deliver to Edison

,

before the vote is taken a written demand for payment of such holder's shares if the Merger is "

consummated, and not vote to approve the Merger Agreement. See " Rights of Dissenting ;

Shareholders" and Exhibit D.

|
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INTRODUCTION
I

~'
solic!TATioN AND REVOCATION OF PROXIES

The Proxy Statement forming a part hereof is furnished in connection with the solicitation by the
,

Board of Directors of Edison of proxies for use at the regular annual meeting of Edison shareholders to *

be held on May 10,1994. -|

Any shareholder giving a proxy will have the right to revoke it at any time prior to the time it is ;

voted. A proxy may be revoked by written notice to Edison, execution of a subsequent proxy or
attendance at the annual meeting and voting in person. Attendance at the meeting will not automatically ;

revoke the proxy. All shares represented by properly executed and unrevoked proxies received in the i

accompanying form in time for the annual meeting will be voted at the meeting or at any adjournment I

thereof. A ticket is not required for attendance at the annual meeting, however, confirmation of stock
ownership will be made prior to admission to the meeting. .

The Edison 1993 Annual Report, including financial statements, was mailed to each Edison !

shareholder on or about February 15,1994.

MANNER AND Cost OF SOLICITATION

The cost of soliciting proxies will initially be borne by Edison. If the Merger becomes effective,
Holding Company will reimburse Edison for all of the expenses it incurs in the restructuring, including >

the cost of soliciting proxies for approval of the Merger. See " Illinois Public Utilities Act." in addition to
solicitation by mail, officers and employes of Edison may solicit proxies by telephone or in person. -

Edison has arranged for Morrow & Co., Inc. to assist in the solicitation of proxies, at an estimated cost '

(excluding reimbursement of out of pocket costs) of $25,000.

VOTING
,

Shareholders of record on the books of Edison at 4:00 P.M., Chicago time, March 11,1994, will be |
entitled to vote at the regular annual meeting. On March 11,1994, there were outstanding '

shares of Edison Common Stock, outstanding shares of Edison Preferred Stock and
outstanding shares of Edison Preference Stock (issued in twelve series). Each share

entitles the holder to one vote on each matter submitted to a vote at the meeting, except that in the
election of Directors each shareholder has the right to vote the number of shares owned by such

;

shareholder for as many persons as there are Directors to be elected, or to cumulate such votes and
give one candidate as many votes as shall equal the number of Directors to be elected multiplied by ;
the number of such shares or to distribute such cumulative votes in any proportion among any number ;
of candidates. '

The holders of a majority of the outstanding shares entitled to vote on a particular matter and
represented in person or by proxy will constitute a quorum for the consideration of such matter at the
meeting, except that the holders of two-thirds of the outstanding shares of Edison Common Stock, '

Edison Preferred Stock and Edison Preference Stock (a) entitled to vote on the proposal to approve
the Agreement and Plan of Merger (" Merger Agreement") between Edison and Merging Corp., and
represented in person or by proxy will constitute a quorum for the consideration of such proposal, and
(b) ontitled to vote on the proposed Amendment to the Edison Restated Articles of Incorporation and
represented in person or by proxy will constitute a quorum for the consideration of such proposal.

,

With respect to the election of Directors, a shareholder may mark the accompanying form of proxy |
to (i) vote for the election of all eleven nominees namod in this Proxy Statement as Directors,'(ii)
withhold authority to vote for all such Director nominees or (iii) vote for the election of all such Director
nominees other than any nominee with respect to whom the shareholder withholds authority to vote.

,

Assuming that a quorum is present at the meeting, the eleven persons receiving the greatest number '

of votes shall be elected as Directors. Withholding authority to vote for a Director nominee will not
'
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prevent such Director nominee from being elected. The proxy holders will cumulate votes of shares
represented by proxies only if a shareholder gives them specific written instructions to do so.

With respect to the appointment of Auditors, a shareholder may mark the accompanying form of
proxy to (i) vote for the matter. (ii) vote against the mattar or (iii) abstain from voting on the matter. If a
quorum to vote on such matter is present at the meeting, the affirmative vote of a majority of the shares 1

of stock represented at the meeting and entitled to vote on such matter is required for approval of the
Auditors.

Under Illinois law, the affirmative votes of the holders of two-thirds of the outstanding shares of
Edison Common Stock, Edison Preferred Stock and Edison Preference Stock, voting together as a
single class, are required to approve (i) the Merger Agreement, and (ii) the Amendment to the Edison
Restated Articles of incorporation.

The shares represented by the proxy of each shareholder include shares owned by such *

shareholder and shares credited to such shareholder's account under the Edison Dividend
Reinvestment and Stock Purchase Plan and Employe Savings and investment Plan. ,

Proxies submitted by brokers for shares beneficially owned by other persons may indicate that all
or a portion of the shares represented by such proxies are not being voted with respect to approval of
the Merger Agreement or the proposed Amendment to the Edison Restated Articles of incorporation.
This is because the rules of the New York Stock Exchange do not permit a broker to vote shares held
in street name with respect to such matters in the absence of instructions from the beneficial owner of
such shares. The shares represented by broker proxies which are not voted with respect to any such
matter will not be counted in determining whether a quorum is present for consideration of such matter
and will not be considered represented at the meeting and entitled to vote on approval of such matter.

The shares represented by properly executed and unrevoked proxies received in the
accompanying form in time for the meeting will be voted at the meeting and will be voted as directed in
the proxies. In the absence of specific direction, the shares represented by the proxles will be
voted at the meeting and will be voted FOR the election of the nominees named in this Proxy
Statement as Directors, FOR approval of the Merger Agreement, FOR approval of the proposed
Amendment to the Edison Restated Articles of incorporation and FOR appointment of Arthur
Andersen & Co. as Auditors. in the event any nominee for Director shall be unable to serve, which is
not now contemplated, the proxies may or may not be voted for a substitute nominee.

Proxies marked to abstain from voting with respect to the Merger Agreement, the proposed
Amendment to the Edison Restated Articles of incorporation or the approval of Auditors will have the

'
legal effect of voting against approval of such matter.

The Board of Directors recomynends a vote FOR all Director nominees named in item A,
FOR approval of the Merger Agreement as discussed in item B, FOR approval of the Amendment
to the Edison Restated Articles of incorporation as discussed in item C and FOR appointment
of Arthur Andersen & Co. as Auctors as discussed in item D.

SECURITY OWNERSHIP oF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table lists the beneficial ownership, as of December 31,1993, of persons known to
Edison to be the beneficial owner of more than five percent of Edison Common Stock. The table also
lists the beneficial ownership, as of March 1,1994, of Edison Common Stock by each of the Directors,
each of the executive officers named in the Summary Compensation Table on page 16 and the Edison
Directors and executive officers as a group.
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Amount of
Beneficial
Ownership Percent
of Common of

Name stock ' Class

The Capital Group, Inc. . . . . . . . . . . . . . . . . 17,700,460(1) 8.30% '. .... .. .. .... .. <

Capital Research and Management Company . . . . . .. ....... .. 17,023,300(1) 7.98
Wellington Management Company . . . . . .. . . . ... 14,764,543(2) 6.92
Jean Allard . . . 1,060 *

.. .. .. ......... . . . ..... ..... ......

James W. Compton . . . . . 1,101 *
. ... ... ....... ..... . .. .... ...

Sue L. Gin . . . 1,000 *
.. . . .. .. .. .. . .. .. . .. .. ..... ..... ...

Donald P.Jacobs . .. 2,015 *
.. .. . .. . .. .

George E. Johnson 1,100 *
.. .. . . .. . .. . .. . . . .. . ... .

Harvey Kapnick . 4,000 *
. .. . . . . . ... .. .... .. .

Byron Lee, Jr.(3) . 2.826 *
. .. . .. . . . . . .. .

Edward A. Mason . . . 1,018 *
. . ... . . .. . ..

James J. O'Connor. 16,698(4) *
. .... . .. . . .. ..

Frank A. Olson 1,000 *
. ... ... . . ... . . .. .

Samuel K. Skinner . . . . .. . . . .. . . 1,000 * *

Lando W. Zech, Jr. . 3,000 *
. .. .. . .... .. . .. . .. .

Cordell Reed . 1,676(5) *
. .... .. .. . . ... .. . .

*
-. ....... . .. .. . .. .. . . . . .

*
. .. . . .. . . ... . .. . .

Directors and executive officers as a group (30 persons) . 66,507(6) *
. . .........

*Less than one percent
(1) The Capital Group, Inc. (" Capital Group") is the parent company of several investment

management companies, including Capital Research and Management Company ("CRMC"), and
the shares reported as beneficially owned by it include the shares reported as beneficially owned
by CRMC. According to their Schedule 13G dated February 11,1993. Capital Group exercises sole
voting power with respect to 593,310 shares and sole dispositive power with respect to 17,700,460
shares, and CRMC exercises sole dispositive power with respect to 17,023,300 shares (included
within the total shares for Capital Group). Their address is 333 South Hope Street, Los Angeles,
California 90071. |

(2) Wellington Management Company (" Wellington") is also en investment management company.
According to their Schedule 13G dated February 10,1993, Wellington exercises shared voting
power with its investment counseling clients with respect to 1,373,800 shares and shared i

dispositive power with such clients with respect to 14,764,543 shares. Its address is 75 State
Street, Bosten, Massachusetts 02109. ,

(3) Mr. Lee also beneficially owns 8 shares of Edison Preference Stock, representing less than one )
percent of such class. |

(4) includes 1,372 shares owned by family members. |
(5) includes 317 shares owned by spouse. !

(6) includes: 317 shares owned by spouses; 355 shares held in custodial accounts for family members;
1,150 shares jointly owned by spouse and in-laws; 1,392 shares owned by family members; and
2,562 shares jointly owned with family members. Such persons also beneficially own 77 shares of !
Edison Preference Stock, representing less than one percent of such class.
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ITEM A. ELECTION OF DIRECTORS

NOMINEES

Admiral Lando W. Zech, Jr., whose current term as a Director expires at the 1994 annual meeting
of shareholders, has reached the mandatory retirement age for Directors and is not standing for re-
election. Admiral Zech has served as a Director since 1989. His contributions were many and are

! gratefully appreciated.

Eleven Directors are to be elected at the annual meeting to serve terms of one year and until their
respective successors have been elected. The nominees for Director, all of whom are now ssrving as '

Directors of Edison, are listed below together with certain biographical information. Except as otherwise
| Indicated, each nominee for Director has been engaged in his or her present principal occupation for at ;
| least the past five years. '

l-

| JEAN ALLARD, age 69. Director since 1975. President of the Metropo itan Planning
Council since October 1991. Partner in the law firm of Sonnenschein Nath &
Rosenthal for more than five years prior to October 1991. Chair of Finance
Committee and member of Compensation. Executive and Regulatory and .

Environmental Affairs Committees. Other directorships: Axel Johnson, Inc., LaSalle
National Bank, LaSalle National Corporation, LaSalle National Trust, N.A. and

,

j LaSalle Talman FSB.
,

!

JAMES W. COMPTON, age 55. Director since 1989. President and Chief Executive -

Officer of the Chicago Urban League. Chairman of Audit Committee and member of
i Compensation, Executive and Nominating Committees. Other directorships: Drexel '

| National Bank, independence Bank of Chicago and MATRA Transit, Inc.
|

t

!
,

SUE L GIN, age 52. Director since .393. Founder, Owner, Chairman and Chief -

Executive Officer of Flying Food Fare, Inc. Member of Audit Compensation and
Finance Committees. Other directorship: Michigan National Bank. <

i

!

;

DONALD P. JACOBS, age 66. Director since 1979. Dean of the J.~ L Kellogg .

Graduate School of Management, Northwestem University. Chairman of Regulatory ,

and Environmental Affairs Committee and member of Compensation, Finance and ' i
Nominating Committees. Other directorships: First Chicago Corporation, The First

'

National Bank of Chicago, Hartmarx Corp., Pet, incorporated, UDC Homes, Inc., -

Unocal Corp. and Whitman Corp,
,

.e
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i

GEORGE E. JOHNSON, age 66. Director since 1971. Chairman of Indecorp,
incorporated (holding company for Drexel National Bank and independence Bank .

of Chicago). Founder and retired Chairman, Johnson Products Company, Inc. !

Member of Audit, Compensation and Nominating Committees. Other directorships: .

Drexel National Bank, indecorp, incorporated, independence Bank of Chicago and |
Burrell Communications, Inc. i

?
!

:

!

'VEY KAPNICK, age 68. Director since 1980. Vice Chairman of General I

.amics Corporation since April 1991. President of Kapnick investment Co. Inc. i

from February 1989 to March 1991. Chairman of Compensation Committee and ;

member of Audit, Finance and Regulatory and Environmental Affairs Committees.
'

Other directorships: General Dynamics Corporation and Maytag Corporation.

i

q

i
i

BYRON LEE, JR., age 64. Director since 1985. Retired. President and Chief 3
Executive Officer of Nuclear Management and Resources Council (NUMARC) for !
more than five years prior to August 1992. Member of Finance and Nuclear |

Operations Committees. Other directorship: Canonie Environmental Services Corp.

!
i

'

!

!
i

EDWARD A. MASON, age 69. Director since 1980. Retired. Vice President, !
Research, of Amoco Corporation for more than five years prior to July 1989. -|
Chairman of Nuclear Operations Committee and member of Compensation and i

!Regulatory and Environmental Affairs Committees. Other directorship: Symbollon
Corporation.

u

!

t

;

I
JAMES J. O'CONNOR, age 57. Director since 1978. Chairman of Edison. Chairman L

'

of Executive Corr:mittee and member of Nominating Committee. Other directorships: |
Corning incorporated, First Chicago Corporation, The First National Bank of -
Chicago, Scotsman Industries, Inc., Tribune Company and UAL Corporation.

7
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FRANK A. OLSON, age 61. Director since 1992. Chairman and Chief Executive '

| Officer of The Hertz Corporation. Chairman of Nominating Committee and member j

| of Audit, Compensation and Regulatory and Environmental Affairs Committees.
| Other directorships: Becton, Dickinson and Company, Cooper industries and UAL

Corporation. -i

r

..

SAMUEL K. SKINNER, age 55. Director since 1993. President of Edison since
| February 1993. General Chairman of the Republican National. Committee' from

| August 1992 to January 1993. Chief of Staff to the President of the United States
| from December 1991 to August 1992. Secretary of the United States Department of i

i. Transportation from February 1989 to December 1991. Member of Executive
| Committee. Other directorships: Chicago and Northwestem Holdings Corporation *

. and LTV Corporation.
.

|

5
'

| t
1

ADDITIONAL INFoRMAT1oN CoNCERNING BOARD OF DIRECTORS

Compensafion of Directors-Directors who are not employes of Edison receive an annual retainer
of $20,000, a fee of $1,000 for each Board and Committee meeting attended and an additional annual
retainer of $2,500 for chairing a Committee of the Board. Any non-employe Director who is also a
member of the Nuclear Operations Committee receives an additional annual retainer of $5,000.
Directors who are full-time employes of Edison receive no fees for service on the Board of Directors.

,

Directors' fees may be deferred. Directors, who have never been an officer or an employs of Edison
and who have attained at least age 65 and completed the required period of Board service, are eligible ,

for retirement benefits upon retirement. Such benefits are paid to the retired Director or a surviving
spouse for a period equal to such Director's years of service in an amount per year equal to the annual

| retainer for Board members as in effect at the time of payment. -!

Audit Committes-The Audit Committee consists of five Directors who are not employes of Edison. *

Members serve three-year staggered terms. It is the responsibility of the Audit Committee to review
with Edison's independent Auditors Edison's financial statements and the scope and results of such
Auditors' examinations, to monitor the internal accounting controls and practices of Edison, to review |
the Annual Report to shareholders and to recommend the appointment, subject to shareholder '

approval, of independent Auditors. The Committee met two times during 1993. Members of the
Committee are James W. Compton (Chairman), Sue L Gin, George E. Johnson, Harvey Kapnick, and '!
Frank A. Olson.

Compensation Committee-The Compensation Committee consists of all Directors who are not .

and have never been employes of Edison. Members serve one-year terms. The Committee reviews i

management and executive compensation programs and administers awards under Edison's Deferred
Compensation Plan, Management incentive Compensation Plan and 1993 Long-Term incentive Plan. j
The Committee met two times during 1993. Members of the Committee are Harvey Kapnick (Chairman),
Jean Allard, James W. Compton, Sue L Gin, Donald P. Jacobs, George E. Johnson, Edward A. Mason, j
Frank A. Olson and Lando W. Zech, Jr.

Executive Committee-The Executive Committee consists of five Directors. Members serve one- ,

|~ year terms. The remaining Directors constitute aMernates to serve temporarily, in rotation, in place of i
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any member unable to serve. The Committee has and may exercise all the authority of the Board of ;

Directors when the Board is not in session, subject to limitations set forth in the By-Laws. The |
Committee met six times during 1993. Members of the Committee are James J. O'Connor (Chairman),

,

Jean Allard, James W. Compton, Samuel K. Skinner and Lando W. Zech, Jr. !

Finance Committee-The Finance Committee consists of five Directors. Members serve one-year i

terms. The Committee reviews the scope and results of Edison's financing program. The Committee i

met three times during 1993. Members of the Committee are Jean Allard (Chair), Sue L. Gin Donald P. i
Jacobs, Harvey Kapnick and Byron Lee, Jr. ;

;

Nominating Committee-The Nominating C( nittee consists of five Directors, a majority of whom #

are not employes of Edison. Members serve one-year terms. The Committee reviews the qualifications
of potential candidates and proposes nominees for Director to the Board. The Committee will consider
nominees recommended by shareholders if such recommendations are submitted in writing, !
accompanied by a description of the proposed nominee's qualifications and other relevant biographical ,

information and evidence of the consent of the proposed nominee. The recommendations should be r

addressed to the Nominating Committee, in care of the Secretary of Edison. Nominations also may be
presented by shareholders at Edison's annual meeting of shareholders. The Committee met one time -
during 1993. Members of the Committee are Frank A. Olson (Chairman), James W. Compton, Donald j
P. Jacobs, George E. Johnson and James J. O'Connor.

'

Nuclear Operations Committee-The Nuclear Operations Committee consists of three Directors. |
Members serve one-year terms The Committee reviews Edison's nuclear operations. The Committee !
met nine times during 1993. Members of the Committee are Edward A. Mason (Chairman), Byron Lee, |
Jr. and Lando W. Zech, Jr. >

,

Regulatory and Environmental Affairs Committee-The Regulatory and Environmental Affairs 1

Committee consists of five Directors. Members serve one-year terms. The Committee reviews Edison's - i

relationships with economic and environmental regulatory agencies and reviews matters involving
Edison before such agencies. The Committee met four times in 1993. Members of the Committee are ;

Donald P. Jacobs (Chairman), Jean Allard, Harvey Kapnick, Edward A. Mason and Frank A. Olson. ;

Attendance at Meetings-During 1993, there were fifteen meetings of the Board of Directors. The '

average attendance of allincumbent Directors, expressed as a percent of the aggregate total of Board ,

and Board Committee meetings in 1993, was 95%. Each incumbent Director attended at least 83% of
the meetings of the Board and Board Committees of which the Director was a member.

!
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EXECtJTIVE COMPENSATION
|

The following table sets forth certain information relating to the compensation during the past three
calendar years of those persons who were, at December 31,1993, the Chief Executive Officer and the :
other four most highly compensated executive officers of Edison. !

i

Summary Compensation Table

f
Annual Compensation All other

Names and Principal salary (1) Bonus (2) Compensation (3) ,'Position Year $ $ $

IJames J. O'Connor 1993 668,126
Chairman (Chief 1992 739,084 0 77,332 -

Executive Officer) 1991 662,738 0 't

Samuel K. Skinner (4) 1993 442,884 ;

President
'

Cordell Reed 1993 205,934
Senior Vice President 1992 216,654 0 19,901 ?

1991 205,227 10,261 - .t

1993 ,

Vice President 1992
1991 ,

1993
Vice President 1952 i

1991 |
t

(1) Amounts shown include salary and compensation paid under the Edison Deferred Compensation
'

Plan.

(2) Amounts shown include compensation samed under the Edison Management incentive
Compensation Plan. !

(3) Amounts shown include matching contributions made by Edison pursuant to the Edison Employe
Savings and investment Plan ("ESIP") and premiums and administrative service fees paid by j
Edison on behalf of the named individuals under various group life insurance plans. For the year
1993, contributions made to the ESIP amounted to S ,S ,S ,S- and !

$ on behalf of Messrs. O'Connor, Skinner, Reed, , and , respectively. i
Premiums paid during 1993 for Split Dollar Life, Accidental Death and Travel Accident insurance '

policies for Messrs. O'Connor, Skinner, Reed, ,and- , respectively, are as follows:
S ,S and S ;$ ,S and S ;$ .S and |
$ ;S ,S and S ; and S ,S and S . Edison is entitled to
recover the premiums and administrative service fees from any amounts paid by the insurer on

. |
:

such Split Dollar Life policies and has retained a collateral interest in each policy to the extent of
the premiums and administrative service fees paid with respect to such policy. j

(4) Mr. Skinner became employed by Edison in February 1993.
|

|
|

.
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Service Annuity System Plan

The following table sets forth the annual retirement benefits payable under the Service Annuity
System Plan (including payments under the unfunded equalization benefit plan) to employes who retire -
at age 65 at stated levels of compensation and years of service at retirement (in 1994).

Pension Plan Table
Highest
5-year

Average
Earnings Annual Normal Retirement Benefits After specified Years of Service *

15 20 25 30 35 40

$ 100,000 S 35,410 $ 45,018 S 53,967 ' S 62,423 S 70,511 $ 73,825
,

200,000 70,821 90,036 107,934 124,847 141,023 147,649
300,000 106,231 135,055 161,901 187,270 211.534 221,474
400,000 141,641 180,073 215,868 249,693 282,046 295,298
500,000 177,052 225,091 269,835 312,116 352,557 369,123
600,000 212,462 270,109 323,802 374,540 423,069 442,948
700,000 247,872 315,128 377,769 436,963 493,580 516,772
800,000 283,283 360,146 431,736 499,386 564,092 590,597
900,000 318,693 405,164 485,703 561,809 634,603 664,421

1,000,000 354,103 450,182 539,670 624,233 705,114 738,246
1,100,000 389,514 495,201 593,637 686,656 775,626 812,071
1,200,000 424,924 540,219 647,604 749,079 846,137 885,895
1,300,000 460,334 585,237 701,571 811,502 916,649 959,720
1,400,000 495,745 630,255 755,538 873,926 987,160 1,033,544
1,500,000 531,155 675,274 809,505 936,349 1,057,672 1,107,369

*An employs may elect a marital atinuity for a surviving spouse which would reduce the employe's
normal retirement benefits. The amounts shown reflect certain assumptions as to total earnings,
but do not reflect the reduction for Social Security benefits described below.

iService Annuity System Plan-Edison maintains a non-contributory Service Annuity System Plan
for all regular employes of Edison. The Plan provides benefits upon retirement at age 65 which are
based upon years of service and percentages of the employe's (a) total earnings and (b) highest
consecutive five-year average annual base pay, reduced by 25% (less one percentage point for each
year of service less than 35 years) of the employe's estimated Social Security benefits. An employe
may retire prior to attaining age 60 and generally will receive actuarially reduced benefits. A non-
executive employe may work beyond age 65 with additional benefits accruing for eamings and service _;

'
- after age 65. Contributions to the Plan by Edison are based upon actuarial determinations that take
into account the amount deductible for income tax purposes and the minimum contribution required
under the Employe Retirement income Security Act of 1974, as amended. The compensation used in
the computation of annual retirement benefits under the Plan is substantially equivalent to salary
compensation as reported in the Summary Compensation Table but is limited by the Internal Revenue _

,

'
Code as of January 1,1994 to S150,000 for any one employe. Any reduction in the annual retirement
benefits payable to management employes under the Plan as a result of any limitations imposed by the
Internal Revenue Code is restored by an unfunded equalization benefit plan maintained by Edison.
Credited years of service under the Plan for the persons named in the Summary Compensation Table . -

,

are as follows: James J. O'Connor,30 years; Samuel K. Skinner,1 year; Cordell Reed,- 33 years;
years; and years.,,

17
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;

Employment Agreement '

Edison has an agreement with Mr. Skinner providing for a base salary of $490,000 and an unfunded f
supplemental retirement benefit. The supplemental retirement benefit does not vest until the completion
of five years of employment and provides a beneht, together with any benefits payable under the Service i

Annuity System Plan and a social security supplement, equal to one-third of Mr. Skinner's highest base *

salary during the preceding five years, after five years of service, and increasing ratably annually to one-
,

half of such salary after ten years. The agreement also provides for a severance payment equal to two ' *

. years of base salary, payable over three years, and a three year continuation of health and life insurance !

benefits in the event that Mr. Skinner's employment is terminated by Edison for reasons other than ,

death, fraud or willful misconduct. The severance payment is subject to reduction to the extent that Mr.
Skinner receives compensation from another full-time employer during the payment period. j

Compensation Committee Report on Executive Compensation

.,

[To Be Filed By Amendment]

t

:

Compensation Committee

Harvey Kapnick George E. Johnson .

Jean' Allard Edward A. Mason '

James W. Compton Frank A.O!sen
,

Sue L Gin - Lando W. Zech, Jr.
Donald P. Jacobs

!
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SHAREHOLDER RETURN PERFORMANCE'

'
Set forth below is a line graph comparing the quarterly percentage change in the cumulative total

shareholder return on Edison Common Stock ("CWE") against the cumulative total return of the S&P
500 Composite Stock Index and the Dow Jones Utility Stock Index for the five-year period ending
December 31,1993. *

!

CUMULATIVE PERFORMANCE SINCE JANUARY 1,1989 |
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ITEM B. CORPORATE RESTRUCTURING PLAN |
!

The management and the Board of Directors of Edison unanimously believe it is in the best interest
.

of Edison and its shareholders to change the corporate structure of Edison so that it will become a !
separate subsidiary of a new parent holding company, with the present holders of Edison Common
Stock becoming the holders of the common stock of the new parent.

To carry out such restructuring, Edison has caused to be incorporated a new tilinois corporation,
Holding Company, which has a nominal amount of stock outstanding and no present business or j
properties of its own. Holding Company, in tum, has caused to be incorporated a new lilinois t

corporation, Merging Corp. The outstanding Holding Company stock is presently owned by Edison, and '

the outstanding Merging Corp. stock is presently owned by Holding Company.

Edison and Merging Corp. have entered into the Merger Agreement under which, subject to
shareholder and regulatory approvals and the satisfaction or waiver of certain conditions, Edison will

,

become a subsidiary of Holding Company through the Merger of Merging Corp. into Edison. In the '

Merger, the outstanding shares of Edison Common Stock will be converted on a share-for-share basis
into Holding Company Common Stock. A copy of tne Merger Agreement is attached to this Prospectus
and Proxy Statement as Exhibit A and is incorporated herein by reference.

,

in addition, Edison, Holding Company and Merging Corp. have entered into a Supplemental
Agreement which provides for the issuance of Holding Company Common Stock in the Merger and
pursuant to plans under which participants currently receive Edison Common Stock. A copy of the !
Supplemental Agreement is attached to this Prospectus and Proxy Statement as Exhibit B and is -

incorporated herein by reference.

It is intended that the restructuring will not have any adverse Federal income tax consequences to !

the current holders of Edison Common Stock, Edison Preferred Stock or Edison Preference Stock. See
" Federal income Tax Consequences." !

i

;

!
REASONS FoR THE RESTRUCTURING

General. The primary purpose of the proposed restructuring into a holding company system for |

Edison is to permit Edison affiliates to engage in non-utility businesses without the prior approval of, or !
being regulated by, the l|linois Commerce Commission (" Illinois Commission"), in part to permit timely .

.

responses to competitive activities which could adversely affect the Edison utility business, to insulate i

the Edison utility business from the business risks and obligations of its non-utility affiliates and to
provide financial flexibility and facilitate capital allocation and managerial accountability.

Competition. The demand for electricity provided by Edison and other utility companies is becoming
increasingly affected adversely by competition from non-utility entities which seek to provide energy
services to users of large quantities of electricity, such as educational, health care and govemmental |
institutions, and industrial, commercial and wholesale customers.

|
.

t

Such competition results in part from, among other things:

(i) cogeneration facilities developed under the Public Utility Regulatory Policies Act of 1978 |
("PURPA"), which produce electricity which may be used by the cogenerator or, as required by
PURPA, purchased by the local electric utility; such facilities are qualifying f acilities ("OFs"); i
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(ii) generation facilities which may be developed in accordance with the Energy Policy Act of l
' 1992 (" Energy Act") by non-utility entities which sell electricity at wholesale to electa utilities; such i
facilities are exempt wholesale generators ("EWGs"); ,

(iii) generation facilities which provide electricity to a single user of large quantities of -!
electricity; such facilities are typically situated on the property where such electricity is used; i

t

(iv) the use of natural gas and other forms of energy to satisfy energy needs which historically
have been supplied primarily or exclusively by electricity; ;

i
(v) FERC ordsrs under the Energy Act which could require an electric utility, such as Edison, ;

to transmit or " wheel" on its own transmission system power generated for wholesa!e sale by other [
electric utilities, OFs and EWGs; and !

(vi) unregulated energy services provided to users of large quantities of electricity by' |
independent entities or affiliates of utility companies, ,

any of which may reduce the quantity, or change the use, of electricity sold by an electric utility, such
as Edison, and thereby reduce its revenues and profits.

Prior to recent amendments to the Illinois Public Utilities Act, Edison was unable to take any action, 1!

either directly or through an Edison subsidiary, to mitigate or prevent Edison revenue losses from
competitive activities of others without the prior approval of the Illinois Commission. Historically, many ,

Edison proceedings before the Illinois Commission have been lengthy and contentious. In such ;

proceedings, Illinois Commission staff, Edison competitors and customers, special interest advocates ' :
and others often seek to obtain some advantage at the expense of Edison generally, as conditions to ~!

such approval. The probable lengthy duration of Illinois Commission proceedings, potentially restrictive j
conditions in any illinois Commission order, subsequent reversal or modification by the Illinois ,;
Commission of such order, and the possible legal appeal, stay or reversal of any such order could |

prevent Edison, either directly or through subsidiaries, from taking timely and effective competitive ;
action to mitigate or prevent revenue loss. !

|

Furthermore, the uncertainties about whether and when the illinois Commission might issue an :!

order permitting Edison or its subsidiaries to provide energy services to a particular customer, the {
results of any legal appeal of such order and the possibility that such services could be regulated by - ;

the Illinois Commission, could dissuade such customer from contracting to obtain such services from
Edison or its subsidiaries. Edison believes that such uncertainties were the primary, and perhaps only, |
reason that the Metropolitan Pier and Exposition Authority ("MPEA") awarded the contract to provide i

district cooling and heating services to its McCormick Place exposition facilities in Chicago, to a non- !

utility entity and an unregulated subsidiary of a public utility holding company, instead of to Edison. '

Instead of using electricity at peak daytime rates to operate conventional air conditioning equipment at
.

McCormick Place, the Edison proposal would have used electricity to produce ice at low off-peak rates ,

to coo! McCormick Place, whereas the proposal selected by the MPEA will use natural gas to operate j
equipment to cool McCormick Place. The result is the loss of a significant customer for Edison

'

electricity,instead of merely shifting electricity sales from peak daytime hours to off-peak hours.

1
Consequently, Edison proposes to create a holding company which could create subsidiaries to

,

compete with non-utility businesses, including unregulated subsidiaries of other public utility holding ;

companies, to provide unregulated energy and other services and products to Edison customers and '

others. Some of such activities could reduce energy costs of users of large quantities of electricity and !
thereby reduce or eliminate incentives for such users to obtain efectricity from other sources, or to 1
switch from using electricity to natural gas or another form of energy. j

1
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i

See " Illinois Public Utilities Act."- ,

Other. The Edison holding company system will clearly separate its electric utility business from
the non-utility businesses of other Holding Company subsidiaries. Operating management of Edison wil!

icontinue to maintain its focus on meeting its public utility responsibilities. The separation of utility and
non-utility activities will (i) facilitate the allocation of evenses, (ii) protect Edison from any adverse !

effects of non-utility operations, (iii) facilitate the regulation of the Edison utility operations by the Illinois .

Commission and (iv) permit the Edison capital structure to be managed efficiently. >

The non-utility subsidiaries of Holding Company would have the flexibility to use various financing |
techniques suitable for non-utility businesses, without any impact on the capital structure or credit of s

Edison. Such non-utility businesses could pursue business opportunities which potentially could
enhance the financial strength and operating results of Holding Company.

"

The Edison electric utility business is expected to constitute the predominant part of Holding
Company's eaming power for the foreseeable future. Edison operations will continue to be subject to - -

the jurisdiction of the Illinois Commission, FERC and NRC, and conducted with the same assets and
management. The management and Board of Directors of Edison believe that the restructuring will have j

no adverse effect on Edison, its security holders or its customers.

fMERGER AGREEMENT

!The Merger Agreement has been unanimously approved by the Boards of Directors of Edison and
Merging Corp., and they have executed the Merger /greement, subject to its approval by the holders j

of the outstcading Edison Common Stock, Edison Preferred Stock and Edison Preference Stock as ;
described under " Voting." In the Merger,

'!(1) each outstanding share of Edison Common Stock will be converted into one new share of
Holding Company Common Stuk; ,

(2) each outstanding share of Edison Preferred Stock and each outstanding share of Edison
Preference Stock will remain outstanding and unchanged (see " Treatment of Preferred and

,

Preference Stock");

(3) the outstanding shares of Merging Corp. common stock will be converted into the same
number of shares of Edison Common Stock which are outstanding immediately prior to the effective
time of the Merger, and all of the Edison Common Stock will then be owned by Holding Company;
and

(4) the shares of Holding Company Common Stock presently held by Edison will be cancelled.

As a result, Edison will become a subsidiary of Holding Company, and all of the Holding Company
Common Stock outstanding immediately after the Merger will be owned by the holders of Edison' ,

Common Stock outstanding immediately prior to the Merger. See Exhibit A.

The Edison Preferred Stock, Edison Preference Stock, Warrants, first mortgage bonds, debentures 1

and other long-term debt of Edison will be unchanged and will continue to be outstanding securities
*

and obligations of Edison after the Merger. The Edison first mortgage bonds will continue to be secured
by a first mortgage lien on all properties of Edison which are currently subject to such lien. The Edison
Restated Articles of incorporation as then in effect will not be changed as a result of the Merger. .

:
SUPPLEMENTAL AGREEMENT

Holding Company, Edison and Merging Corp. have entered into a Supplemental Agreement in
which (a) Holding Company has agreed to issue Holding Company Common Stock in the Merger and i

under the Edison Stock Plans (see " Stock Plans"), (b) Edison and Merging Corp have agreed to merge
pursuant to the Merger Agreement and (c) Edison and Merging Corp. have agreed not to amend the

'

Merger Agreement without the consent of Holding Company. See Exhibit B.
'T
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REQUIRED REGULATORY APPROVALS
,

Public Utility Holding Company Act of 1935. Commonwealth Edison Company of Indiana, Inc.
(" indiana Company"), is a public utility company and a wholly-owned subsidiary of Edison, which is thus ;

a public utility holding company as well as a public utility company. As a result of the Merger, Holding
Company will become an affiliate of both Edison and the Indiana Company. Section 9(a)(2) of the 1935 i

Act requires the prior approval of the SEC under Section 10 of the 1935 Act for any person to become
an affiliate of more than one public utility company, and Holding Company has applied for such approval.
Holding Company has also applied to the SEC for an order exempting Holding Company from all .

provisions of the 1935 Act, except Section 9(a)(2) thereof. The basis for such exemption is that Holding
Company and Edison are each organized and carry on their business substantially in Illinois, and that
Holding Company derives no material part of its income from the Indiana Company.

Federal Power Act. The FERC has held that the transfer of common stock of a public utility
company, such as Edison, from its existing shareholders to a holding company in a transaction such as
the Merger constitutes a transfer of the " ownership and control" of the facilities of such utility which is I

subject to FERC jurisdiction under the Federal Power Act ("FPA"), and is thus a " disposition of
,

facilities" subject to FERC review and approval under Section 203 of the FPA: Edison has applied for
such approval.

,

Atomic Energy Act. A provision in the Atomic Energy Act requires NRC consent for the transfer of
control of NRC licenses. In response to an inquiry from another utility, the NRC Staff has asserted that .

this provision applies to the creation of a holding company by an NRC-licensed utility company in a
transaction such as the Merger. Edison holds several NRC licenses, including operating licenses for its
nuclear generating stations, and has applied for NRC approval under the Atomic Energy Act of the
transfer of control of such licenses in the Merger.

Conditions. The Merger is conditioned on the receipt of orders satisfactory to Edison and Holding i

Company from the SEC, FERC and NRC in response to the applications described above.

'fILUNots PuBLic UTILITIES AcT

The Illinois Public Utilities Act (" Illinois Act") requires prior Illinois Commission approval of .

reorganizations of Illinois public utilities, such as Edison, and the Merger is such a reorganization. .
'

However, Amendments ("1993 Amendments") to the Illinois Act which became effective on July 13,
'

1993, permit certain Illinois electric utilities, including Edison, to create and become a subsidiary of a
holding company on or before January 14, 1995, without the approval or consent of the ll!inois -

Commission, except that such date would be extended by a petition for such extension filed with the
lilinois Commission on such date, until the Illinois Commission makes certain findings and denies such !
petition.

,

I

The 1993 Amendments were adopted to enable Edison and any other qualifying Illinois electric
utility to reorganize into a holding company system without the approval or consent of the Illinois

,

Commission in order to avoid the delays which are inherent in lilinois Commission proceedings on utility {
reorganization applications; lilinois Commission proceedings on another recent and very similar Illinois
utility reorganization application endured for more than two and two-thirds years before the Illinois
Commission approved such reorganization. The 1993 Amendments recognize that it is important for
Illinois electric utilities to forrn holding companies expeditiously to enable them to respond quickly to !
current and expected competitive activities of non-utility entities, as described under " Reasons for the |
Restructuring-Competition." !

The restructuring of Edison into a holding company system which is described in this Prospectus
and Proxy Statement is a reorganization permitted by the 1993 Amendments and will not require the
approval or consent of the illinois Commission.
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The 1993 Amendments also permit an Illinois electric utility which has initiated certain actions to
create and become a subsidiary of a holding company pursuant to the 1993 Amendments, to form, ;

invest in, and guarantee obligations of subsidiaries which engage in specified energy related-
businesses, without the approval or consent of the lilinois Commission.

.

The 1993 Amendments also (i) require Holding Company to pay or reimburse Edison for all costs :
incurred by Edison in connection with the Merger, if it occurs; (ii) permit Edison to make a loan to
Holding Company of up to the lesser of S10 million or 2.5% of Edison's retained earnings as reported j

in the most recent Annual Report filed by Edison with the lilinois Commission, bearing interest at the
rate of 10% por annum, and require that such loan be repaid not later than 240 days after the Merger
occurs; (iii) require Holding Company and Edison to file certain information with the lilinois Commission;
(iv) require the lilinois Commission to reduce Edison's rates to reflect additional revenues it would have
samed if subsidiaries of Edison or Holding Company had not provided services specified in the 1993
Amendments, if the Illinois Commission finds that there was no reasonable probability that customers ;

for such services would have obtained such services from other sourcos or provided such services for ;

themselves; (v) limit the amount of Edison investments in and guarantees of obligations of subsidiaries
formed pursuant to the 1993 Amendments, including CECO Enterprises and its subsidiaries; (vi) require
Edison to transfer or liquidate its interest in subsidiaries formed pursuant to the 1993 Amendments,
including CECO Enterprises and its subsidiaries, if Edison is not a subsidiary of Holding Company on
January 14,1995, or such later date as may be determined in an Illinois Commission order which makes ,

certain findings and denies a petition to extend such date; (vii) provide for Illinois Commission hearings
on contracts or arrangements pursuant to which Edison provides services and facilities to its affiliates,
including CECO Enterprises; and (viii) require Edison to make any portion of its electric distribution and *

transmission facilities which would be used by an Edison affiliate to make an unregulated sale of
electricity, available at the same price and under the same terms and conditions to any other person
who offers to make such sale.

TRANSFER OF Edison AssETsTo HOLDING COMPANY
'

CECO Enterprises has been formed by Edison pursuant to the 1993 Amendments, and will engage
through subsidiaries, including Northwind inc., only in energy related businesses permitted by the 1993
Amendments until CECO Enterprises is transferred to Holding Company. The 1993 Amendments require
that Edison transfer or liquidate its interest in CECO Enterprises on the date that Edison becomes a '

subsidiary of Holding Company; consequently, Edison intends to transfer to Holding Company on such i

date, the stock of CECO Enterprises as a dividend on the Edison Common Stock held by Holding ,

Company.

Except for dividends or other distributions with respect to Edison Common Stock held by Holding
Company, it is expected that Edison will not transfer without adequate consideration any of its assets
to Holding Company or any Holding Company subsidiaries. Any transactions, other than dividends on
Edison Common Stock held by Holding Company and transactions permitted by the 1993 Amendments,
between Edison and any of its affiliates, including Holding Company, would require the prior approval of ;

the Illinois Commission.
'

.

DnnDEND POLICY ;

Holding Company does not now, nor will it after the Merger, conduct directly any business
operations from which it will derive any revenues. Holding Company plans to obtain funds for its own '+

operations from dividends paid to Holding Company on the stock of its subsidiaries, and from sales of ,

securities or debt incurred by Holding Company. Dividends on Holding Company Common Stock will
initially depend upon the earnings, financial condition and capital requirements of Edison, and its ability :

to pay dividends on the Edison Common Stock owned by Holding Company, it is currently contemplated !
!
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that Holding Company will pay quarterly dividends on Holding Company Common Stock at the same i

rate, and on approximately the same schedule as, dividends have most recently been paid on Edison -

Common Stock. The quarterly dividend most recently declared by the Edison Board of Directors on
Edison Common Stock was 40c per share payable February 1,1994, to holders of record of such stock

,

on December 31,1993, !

TREATMENT OF PREFERRED AND PREFERENCE STOCK

The Merger and restructuring will not result in any change in the outstanding shares of Edison.
Preferred Stock or Edison Preference Stock. The decision to have the Edison Preferred Stock and '

Edison Preference Stock continue as securities of Edison is based upon, among other factors, a desire
not to alter or potentially alter the nature of the investment represented by such stock, as well as the
need of Edison not to foreclose future issuances of Preferred Stock and Preference Stock to help meet
its capital requirements. The electric utility operations of Edison presently constitute and are expected
to continue to constitute, the predominant part of the consolidated assets and earning power of Holding ,

Company. Accordingly, it is believed that the investment ratings of the Edison Preferred Stock and
Edison Preference Stock will not be affected by the Merger, and that such shares will retain their
qualification for legal investment for certain investors, by remaining as capital stock of Edison. Edison
Preferred Stock and Edison Preference Stock will continue to rank senior to Edison Common Stock as
to dividends and as to assets of Edison upon any liquidation.

The restructuring is not expected to affect adversely the holders of Edison Preferred Stock or
Edison Preference Stock. However, neither will the assets or eamings of the Holding Company
subsidiaries (other than Edison) be of any potential benefit to the holders of such stock if the ,

restructuring is consummated. See " Transfer of Edison Assets to Holding Company." >

After the Merger, Edison will continue to be subject to the informational requirernents of the 1934 i

Act, and will be required to hold annual meetings of its Preferred, Preference and Common '

shareholders. However, Edison mry decide not to solicit proxies from its Preferred and Preference
shareholders for the election of Directors and other actions not requiring class votes of such
shareholders, because the shares of Edison Common Stock to be held by Holding Company will have i

''sufficient voting power to elect Edison Directors and to take such action.
'PoSstBLE MINORITY INTEREST

As of January 21,1994, there were outstanding (i) 285,806 shares of Edison Preferred Stock which
are convertible at the option of their holders into an aggregate of 291,522 shares of Edison Common
Stock, and (ii) 128,550 Warrants which are convertible at the option of their holders into an aggregate

'of 42,850 shares of Edison Common Stock. Such Edison Preferred Stock and Warrants will not be
changed in the Merger, and thereafter will continue to be convertible into shares of Edison Common *

Stock. Immediately after the Merger, Holding Company will own all of the outstanding shares of Edison |
Common Stock.

Shares _of Edison Common Stock issued upon conversion of Edison Preferred Stock and Warrants
3

prior to the effective time of the Merger will be converted in the Merger into shares of Holding Company - .i

Common Stock, which will be listed and traded on the New York, Chicago and Pacific Stock Exchanges. '

Following the Merger the Edison Common Stock will no longer be listed or traded on any stock ,

exchange and there will be no other public market for any shares of Edison Common Stock into which
Edison Preferred Stock or Warrants are converted after the Merger. i

The minority interest in Edison Common Stock which would be created by the conversion of Edison 1
Preferred Stock or Warrants into shares of Edison Common Stock after the effective time of the Merger, ;
would require Edison to pay to the holders of such shares of Edison Common Stock dividends at the '

same times and in the same amounts as Edison pays dividends to Holding Company on its shares of |

Edison Common Stock. The amount of dividends on Edison Common Stock following the Merger is y

expected to be greater than the amount of dividends on Holding Company Common Stock to the extent -'

Holding Company needs funds to pay its expenses and to invest in its subsidiaries. ,
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AMENDMENT oR TERMINATloN

By mutual consent of their respective Boards of Directors, Edison and Merging Corp. may amend
any of the terms of the Merger Agreement at any time before or after its approval by their respective
shareholders, but not after the time that the Articles of Merger are filed with the Illinois Secretary of
State, but no such amendment may,in the sole judgment of the Board of Directors of Edison, materially
and adversely affect the rights of the holders of Edison stock.

The Merger Agreement may be terminated and the Merger abandoned at any time before or after
the shareholders of Edison and Merging Corp. have approved the Merger Agreement, by action of the
Board of Directors of Edison if it determines that consummation of the transactions provided for in the ;
Merger Agreement would, for any reason, be inadvisable or not in the best interests of Edison or its
shareholders.

RIGHTS oF DISSENTING SHAREHOLDERS

Sections 11.65 and 11.70 of the lilinois Business Corporation Act of 1983 (" Illinois Business
Corporation Act") are set forth in Exhibit D and provide that the holders of Edison Common Stock,
Edison Preferred Stock and Edison Preference Stock entitled to vote at the regular annual meeting have
the right to dissent from consummation of the Merger and obtain the " fair value" of their shares if the
Merger is effected.

In order to perfect such dissenters' rights, a shareholder must (a) deliver to Edison at the Office of
the Corporate Secretary,37th Floor,10 South Dearborn Street, P.O. Box 767, Chicago, Illinois 60690-
0767, prior to the taking of the vote of the shareholders upon the approval of the Merger Agreement, a
written demand for payment for his or her shares if the Merger is consummated; and (b) not vote his or
her shares in favor of the approval of the Merger Agreement.

Within 10 days after the Merger becomes effective or 30 days after delivery of the written demand ;

for payment, whichever is later, Edison will advise each shareholder who perfects his or her right to j
dissent of the opinion of Edison as to the estimated fair value of the shareholder's shares. " Fair value"
with respect to a dissenter's shares means the value of such shares immediately before the
consummation of the Merger, excluding any appreciation or depreciation in anticipation of the Merger,
unless such exclusion would be inequitable. At such time, Edison must elect to (a) make a commitment
to purchase such shares at such estimated fair value or (b) instruct such dissenting shareholder to sell
his or her shares (which, with respect to Edison Common Stock, will have been converted into shares
of Holding Company Common Stock) within 10 days thereafter. Edison may instruct the shareholder to
sell shares only if there is a public market on which such shares may be readily sold. Such a market will

,

exist for Edison Common Stock (which will have been converted into Holding Company Common Stock
at the Effective Time of the Merger) because the Holding Company Common Stock will be listed on the
New York, Chicago and Pacific Stock Exchanges immediately following the Merger. Such a public
market will exist for Edison Preferred Stock and for only certain Series of Edison Preference Stock.
See " Edison Preferred Stock and Edison Preference Stock Market Information." If Edison elects to
direct the dissenting shareholder to sell his or her shares and the shareholder does not sell them within -
such 10-day period, the shareholder shall be deemed to have sold such shares of Holding Company ,

Common Stock or Edison Preferred Stock, or Series of Edison Preference Stock which are listed on '

the New York Stock Exchange, at the average closing price of such Stock on such Exchange during i

such 10-day period, or to have sold his or her shares of other Series of publicly traded Edison
Preference Stock at the average of the bid and asked price for such shares quoted by a principal market -
maker during such 10-day period, as the case may be.

A shareholder who perfects his or her right to dissent retains all rights of a shareholder until the
Merger is consummated, at which time Edison will pay to each dissenter, if Edison has not instructed
the dissenting shareholders to sell their shares in the public market, the amount Edison estimates to
be the fair value of such dissenter's shares, p!us interest from the date the Merger was consummated
until the date of payment, upon receipt by Edison of the certificates representing such shares. Edison
willinclude with such payment a written explanation of the manner by which the interest was calculated.
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If the shareholder does not agree with the Edison estimated fair value or amount of interest, the *

shareholder must notify Edison in writing, within 30 days after delivery of the Edison statement of fair
value, of the shareholder's estimated fair value of such shares and amount of interest, and demand -

payment of the difference between the shareholder's estimate and (a) the amount paid by Edison or (b)
the proceeds (or the amount deemed to be proceeds) of the sale by the shareholder, whichever is
applicable because of the option selected by Edison, as described above. If, within 60 days after
delivery to Edison of the shareholder's notification of estimated fair value and amount of interest, Edison
and the shareholder have not agreed in writing on the fair value of the shares or amount of interest,
Edison shall either pay the shareholder the difference between the respective estimated values or file a
petition in the Circuit Court of Cook County, Illinois, requesting the Court to determine the fair value of
the shares and amount of interest. If the Court determines that the fair value of the shares plus interest
exceeds the amount paid by Edison or the proceeds of the sale of shares, as the case may be, the
dissenting shareholder shall be entitled to judgment for the amount of the excess. The Court may also r

assess the costs of the proceeding against either Edison or one or more dissenting shareholders, upon
making certain findings.

In connection with the Merger, Edison intends to reserve the right to elect, with respect to Common
Stock and Preferred Stock, and Preference Stock for which there is a public market, (a) to offer to pa
to dissenting shareholders the original estimate of Edison of the fair value of such shares and to pay
any additional amount agreed upon by Edison and the shareholder or ordered by the Court to be paid
by Edison to the shareholder as provided in the lilinois Business Corporation Act, or (b) to direct a
dissenting shareholder to sell his or her shares and to pay only that amount, if any, in excess of the
proceeds of such sale (or the amount of proceeds deemed to have been received) as may be agreed
upon by Edison and the shareholder or ordered by the Court to be paid by Edison to the shareholder
as provided in the lilinois Business Corporation Act. With respect to Edison Preference Stock for which
there is no public market, Edison does not have the option described in (b) of the preceding r,entence
and it will pay to dissenting holders of such shares the fair value of such shares determined as
described herein.

In perfecting a shareholder's right to dissent, neither a vote against approval of the Merger
Agreement nor a proxy directing such a vote will be deemed to satisfy the requirement that a written
demand for payment he delivered to Edison prior to the taking of the vote thereon. However, a
shareholder who has delivered such written demand before the taking of the vote thereon will not be
deemed to have waived his or her right to dissent either by failing to vote against approval of the Merger
Agreement or by failing to furnish a proxy directing such vote.

Under the Merger Agreement, the Edison Board of Directors has the right to abandon the Merger
for any reason (even after shareholder approval but before the time the Articles of Merger are filed with
the !!!inois Secretary of State), and such right may be exercised if the Edison Board of Directors
considers the aggregate cost of purchasing dissenting shares to be unacceptable.

EFFECTIVENESS oF THE RESTRUCTURING

After the Edison shareholders have approved the Merger Agreement, satisfactory orders of the .

SEC, FERC and NRC have been received, and all other conditions to the Merger have been satisfied
or waived, Edison and Merging Corp. will file Articles of Merger with the Illinois Secretary of State. The
Merger will thereafter become effective on the date that the Illinois Secretary of State issues a '

Certificate of Merger in accordance with the Illinois Business Corporation Act.

EXCHANGE OF STOCK CERTIFICATES

if the Merger is effected, it will not be necessary for holders of Edison Common Stock to exchange
their existing stock certificates for certificates for Holding Company Common Stock. The certificates
which presently represent outstanding shares of Edison Common Stock will automatically represent
shares of Holding Company Common Stock. New certificates bearing the name of the Holding
Company will be issued in the future if, and as, certificates representing presently outstanding shares
of Edison Common Stock are presented for exchange or transfer.

,
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[ FEDERAL INCOME TAX CONSEQUENCES

| The Merger Agreement provides that the proposed restructuring will not occur unless Edison
receives either a ruling from the internal Revenue Service or an opinion of counsel, satisfactory to the
Board of Directors, with respect to the Federalincome tax consequences of the Merger. Edison has.
received a ruling from the Internal Revenue Service regarding the continuation of the Edison affiliated
group of corporations following the Merger. This ruling ensures, among other matters, that Holding
Company, Edison and all current Edison subsidiaries will be entitled to file a consolidated Federal
income tax retum following the Merger and that the distribution by Edison of the stock of CECO
Enterprises to Holding Company on the date of the Merger will not be a currently taxable event. Edison
has received an opinion from its counsel, Sidley & Austin, regarding certain Federal income tax
consequences of the Merger, to the effect that:

(1) no gain or loss will be recognized by non-dissenting holders of Edison Common Stock upon
the conversion of Edison Common Stock into Holding Company Common Stock in the Merger;

(2) no gain or loss will be recognized by non-dissenting holders of Edison Preferred Stock or
Edison Preference Stock as a result of the Merger;

(3) the basis of the Holding Company Common Stock deemed received in the Merger by non-
dissenting holders of Edison Common Stock will be the same as the basis of the Edison Common

' Stock converted into such Holding Company Common Stock in the Merger;

(4) the holding period of Holding Company Common Stock deemed received in the Merger by
non-dissenting holders of Edison Common Stock will include the period during which they held the
Edison Common Stock converted into such Holding Company Common Stock in the Merger,
provided such Edison Common Stock is held as a capital asset by such holders at the effective
time of the Merger; and

(5) no gain or loss will be recognized by Holding Company or Edison as a result of the Merger.

Holders of Edison Common Stock, Edison Preferred Stock or Edison Preference Stock who
contemplate dissenting from the Merger should consult their tax advisors concerning the tax
consequences thereof. ,

UsTING oF HOLDING COMPANY COMMON STOCK

Holding Company will apply to have its Common Stock listed on the New York, Chicago and Pacific 7

Stock Exchanges. It is expected that such listings will become effective on the effective date of the
Merger, subject to the rules of the New York, Chicago and Pacific Stock Exchanges.

REGULATloN oF HOLDING COMPANY

Holding Company, as the owner of the Edison Common Stock and, indirectly, the Indiana Company
common stock, will be a holding company under the 1935 Act. However, Holding Company will be
exempt from all provisions of the 1935 Act except Section 9(a)(2) thereof, which would require prior
SEC approval of the direct or inonect acquisition by Holding Company of 5% or more of the voting
securities of any other electric or gas utility company, There are also limits on the extent to which '
Holding Company and its non-utility subsidiaries can enter into businesses which are not " functionally
related" to the electric utility business without raising questions about Holding Company's exempt'
status. SEC policies regarding the scope of permissible non-utility activities of a public utility holding
company are subject to change but guidelines established in prior decisions of the SEC would require
Holding Company to remain engaged primarily and predominantly in the electric utility business and to
limit the size of its activities outside of such business relative to Holding Company as a whole.

Holding Company has no present intention of becoming a registered holding company subject to
regulation by the SEC under the 1935 Act. |

|
28

_. - , .



_ _ .. . . - .

MANAGEMENT

The Directors of Edison will also become the Directors of Holding Company at the effective Eme of
the Merger, and they will thereafter serve as the Directors of both companies, if the Edison
shareholders approve the Merger Agreement, they will be considered also to have ratified the election
of such persons as the Directors of Holding Company. Until the Merger becomes effective, James J.
O'Connor, Chairman and a Director of Edison, and Samuel K. Skinner, President and a Director of
Edison, will be the only Directors of Holding Company.

The current executive officers of Holding Company are also executive officers of Edison. The
Holding Company executive officers are: '

James J. O'Connor Chairman ,

Samuel K. Skinner President
John C. Bukovski Vice President
Roger F. Kovack Comptroller
Dennis F. O'Brien Treasurer
David A. Scholz Secretary

HOLDING COMPANY CAPITAL STOCK

Authorized. The authorized capital stock of Holding Company consists of 400 million shares of I

Common Stock, without par value, the provisions of which are included in the Holding Company Articles
of Incorporation attached to this Prospectus and Proxy Statement as Exhibit C.

'
Common Stock. Holders of Holding Company Common Stock cre entitled to receive (a) dividends

when, as and if declared by its Board of Directors, and (b) all of the assets of Holding Company available
for distribution on a pro rata basis upon its liquidation, dissolution or winding up, after the payment of all
debts and other obligations.

Each share of Holding Company Common Stock entitles its holder to one vote on matters properly
7

submitted to a vote of Holding Company shareholders, and, like the holders of Edison Common Stock, ;

they have the right to cumulate their votes in elections of Directors. t

Except for differences described under " Comparative Shareholders' Rights," the provisions of the
Articles of incorporation of Holding Company which establish the rights of the holders of its Common
Stock are essentially the same as those in the Restated Articles of Incorporation of Edison.

No holder of Holding Company Common Stock has any preemptive or preferential right to
subscribe for any additional issue of Holding Company Common Stock or to subscribe for any security
convortible into Holding Company Common Stock. No redemption, conversion or sinking fund
provisions are applicable to shares of Holding Company Common Stock,

,

The Holding Company Common Stock issued in the Merger will be fully paid and nonassessable.

COMPARATIVE SHAREHOLDERS' RIGHTS

Edison and Holding Company are both Illinois corporations. When the Merger becomes effective,
holders of Edison Common Stock will become holders of Holding Company Common Stock, and their
rights will be governed by the Articles of incorporation of Holding Company (" Holding Company
Articles") instead of the Restated Articles of incorporation of Edison (" Edison Articles"). Holding
Company Articles have been prepared in accordance with the Illinois Business Corporation Act and '
give the Holding Company broad corporate. powers to engage in any lawful activity for which a
corporation may be formed under the laws of the State of Illinois. A copy of Holding Company Articles
is attached as Exhibit C to this Prospectus and Proxy Statement.
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1

Certain differences between the rights of holders of Holding Company Common Stock and those ~
of holders of Edison Common Stock are summarized below.

(a) Preferrod and Preference Stock. Holding Company Articles do not authorize any class of
stock other than Common Stock. In addition to the presently outstanding shares of Edison

',

Preferred Stock and Edison Preference Stock, as of January 21,1994, there were 850,000 and
9,810,451 authorized but unissued shares of Edison Prior Preferred Stock and Edison Preference
Stock, respectively, which may be issued in series having such rights and preferences as may be
designated by the Edison Board of Directors. There are no restrictions upon the issuance of any of
such authorized shares except for any actions required by filinois law to be taken by the Edison
Board of Directors.

(b) Common Stock. Holding Company Articles authorize the issuance of 400,000,000 shares
of Common Stock whereas the Edison Articles presently authorize the issuance of 250,000,000
shares of Common Stock. As of January 21,1994, there were 213,765,354 shares of Edison
Common Stock issued and outstanding, and 5,988,171 shares of Edison Common Stock reserved
for issuance under certain Stock Plans. There will be the same number of shares of Holding -
Company Common Stock issued, outstanding and reserved for issuance under such Stock Plans .
immediately after the Merger as the number of shares of Edison Common Stock which are issued,
outstanding and reserved for such issuance immediately prior to the Merger. The additional
authorized but unissued shares of Holding Company Common Stock could be used for stock splits
or for acquisitions.

Indemni# cation. Holding Company Articles require Holding Company in certain circumstances to
indemnify its Directors, officers, employes, agents and certain other persons who serve Holdmg
Company, to the full extent permitted by the lilinois Business Corporation Act. Holding Company Articles
also authorize it to enter into agreements with its Directors, officers, employes and others to provide for
such indemnification.

Although the Edison Articles currently contain no provisions relating to indemnification, its By-Laws
contain provisions requiring Edison in certain circumstances to indemnify its Directors, officers,
employes, agents and certain other persons who serve Edison. The Edison shareholders at their regular

,

annual meeting will consider a proposal to add to the Edison Articles, provisions relating to .

indemnification which are the same as those included in the Holding Company Articles. See " Item C.
^
;

Amendment of the Edison Restated Articles of incorporation."

Limitation on Director liability. Holding Company Articles include a provision which limits the
personal liability of Holding Company Directors for monetary damages arising from breach of fiduciary
duty, as authorized by a change to the lilinois Business Corporation Act which became effective January
1,1994.

'

Although the Edison Articles currently contain no provisions limiting the personal liability of Edison-
Directors for monetary damages, the Edison shareholders at their regular annual meeting will consider
a proposal to add to the Edison Articles, provisions limiting the liability of Edison Directors which are
the same as those included in the Holding Company Articles. See " Item C. Amendment of the Edison - !

Restated Articles of incorporation." 4

Purpose Clause. The corporate purposes for which Edison may engage in business are those
related to electric, gas and certain other utility businesses and related activities. Holding Company is.
authorized by its Articles, as permitted by the lilinois Business Corporation Act, to engage in any and all
lawful businesses.

Deferred Compensation Plan. Edison Articles permit the Edison Board of Directors to establish a
Deferred Compensation Plan for selected key executive and management employes of Edison and its
wholly-owned subsidiaries; Holding Company Articles do not provide for any such Plan. The Holding
Company Board of Directors could establish a similar Plan even though the Holding Company Articles
do not specifically provide for such a Plan.
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STOCK PLANS

If the Merger is consummated, the Edison Employe Savings and Investment Plan,1993 Long-Term
incentive Plan, Employe Stock Purchase Plan and Dividend Reinvestment and Stock Purchase Plan
will be amended to provide that Holding Company Common Stock will be delivered instead of Edison
Common Stock pursuant to such Plans. By approving the Merger Agreement, the Edison shareholders
will be considered also to have ratified the amendment of such Plans to provide for the delivery of
Holding Company Common Stock thereunder,

TRANSFER AGENT AND REGISTRAR

The Transfer Agent and Registrar for Edison Common Stock is First Chicago Trust Company of
New York. The Transfer Agent and Registrar for Holding Company Common Stock is First Chicago
Trust Company of New York.

Edison COMMON stock MARKET PRICES AND DIVIDENDS

Edison Common Stock is listed and principally traded on the New York, Chicago and Pacific Stock
'Exchanges. The table below sets forth the dividends declared and the high and low sales prices of

Edison Common Stock for the periods indicated as reported in The Wall Street Journal as New York
Stock Exchange-Composite Transactions.

Dividends Price Range
Declared High Low *

1992
First Quarter 50.75 $40% $33%
Second Quarter 0.75 34 % 26 %
Third Quarter 0.40 27 % 22 %
Fourth Quarter 0.40 26 21 %

1993
First Quarter S0.40 $28% S22 %
Second Quarter 0.40 29%' 25 %
Third Quarter 0.40 31 % 27 %
Fourth Quarter 0.40 30 % 27 %

1994
First Quarter ,

(through -

March ,1994)

,

5

|

!

,
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EDISON PREFERRED STOCK AND EDISON PREFERENCE STOCK MARKET INFoRMATION

The Edison Preferred Stock and Six Series of Edison Preferenco Stock are listed and principally
traded on the New York, Chicago and Pacific Stock Exchanges. The table below sets forth the high
and low sales prices of Edison Preferred Stcck and Preference Stock of such Series for the periods
indicated as reported in The Wall Street Journal as New York Stock Exchange-Composite
Transactions.

EdPr je Edison Preference stockd
Stock $1.90 series $2.00 Series 37.24 Series 58.40 series $8.38 Series $8.40 Series B

High Low High Low High Low High Low High Low High Low High Low

1992
First Quarter $39% $34% $24% $22% $25% $24% $ 91 $87% $100% $ 97% $100 $ 96% $103 $100
Second Quarter 34 % 27 % 23 % 22 25 23 % 90 % 85 100 % 96 % 99 % 95 % 102- 101
Third Quarter 29 26 % 24 22 % 25 % 23 % 90 85 % 101 97 % 100 95 % 102 % 100 %
Fourth Quarter 28 % 26 % 24 22 % 25 % 23 % 88 85 99% . 95 97 % 94 102 % 101 % -

1993
First Quarter $28% $25% $25% $22% $26 $23% $ 95% $85% $102 $ 94% $102 $ 94 $102 $ 98
Second Quarter 28 % 26 % 25 % 24 26 % 25% 97 93 103 99 % 102 % 99 103 98
Third Quarter 31 % 27 % 26 % 24 % 27 25 % 102 % 93 % 105 101 % 105 100 % 101 % 101 %
Fourth Quarter 30 % 28 % 25 % 24 % 26 % 25 101 % 94 % 104 % 101 % 103 101 102 % 101

1994
First Quarter

(through
March .

1994)

The 58.20, S8.85 and $9.25 Series of Edison Preference Stock are held by institutionalinvestors
and are not publicly traded. The $1.96, $6.875, and $9.00 Series of Edison Preference Stock are traded
on a limitoo and sporadic basis in the over-the-counter market, but prices are not quoted in any
automated quotation system. The following table sets forth the average of the high and low per share
bid prices of each such Series for the periods indicated based on information provided to Edison by
firms which dealin shares of such Series.

Edison Preference Stock
31.96 Series $6.875* Series $9.00 Series

High Low High Low High Low

1992
First Quarter $27% S26 % $108% $106%
Second Quarter 27 % 26 % 108 % 106 %
Third Quarter 26 % 25 % 109 106 %
Fourth Quarter 26 % 24 109 % 107 %

1993
First Quarter $25% $24 $112 S108 %
Second Quarter 25 % 25 % S101 S100 112 % 110 %
Third Quarter 26 % 25 % 105 % 101 % 112 % 110 %
Fourth Quarter 27 % 26 % 106 % 100% 112 % 110 %

1994
First Quarter (through

March ,1994)
,

*lssued in May 1993
,

The foregoing average bid prices do not reflect retail mark-ups, mark-downs or commissions and
do not necessarily reflect actual transactions.
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LEGAL opinions

Certain legal matters relating to the issuance of the Holding Company Common Stock in the Merger
will be passed upon by Sidley & Austin, One First National Plaza, Chicago, Illinois 60603.

EXPERTS

The financial statements and schedules included or incorporated by reference in the 1992 Form
10-K, the March 31,1993 Form 10-0, the June 30,1993 Form 10-0, the September 30,1993 Form
10-0 and the January 28,1993 Form 8-K, incorporated by reference herein, have been audited _by
Arthur Andersen & Co., independent public accountants, as indicated in their reports with respect
thereto, and are incorporated herein in reliance upon the authority of said firm as experts in accounting
and auditing in giving their reports.

ITEM C. AMENDMENT OF THE EDISON RESTATED ARTICLES OF INCORPORATION

The Edison Board of Directors recommends that the sharoholders approve a proposal to amend
the Edison Restated Articles of incorporation by adding Article SEVEN (i) to limit the personal liability
of the Edison Directors to Edison or its shareholders for monetary damages arising from breach of
fiduciary duty and (ii) to indemnify Edison Directors, officers, agents and other persons who provide
services to Edison, to the full extent permitted by the Illinois Business Corporation Act. The proposed
amendment to limit the personal liability of Edison Directors is authorized by a change to the !!!inois
Business Corporation Act that became effective on January 1,1994. The proposed amendment will
assist Edison in aMracting and retaining qualified individuals to serve Edison.

BACKGROUND

Until the amendment of the lilinois Business Corporation Act in July 1993, Illinois was one of the
few states that had not taken action to protect corporate Directors who acted in good faith but were
nevertheless threatened with substantial liability from negligence claims. As a result of the change in
the law, an lilinois corporation is now able to provide its Directors with liability protection similar to that
available from companies incorporated in the vast majority of other states, including Delaware. Liability
is not limited under lilinois law if the acts or omissions of Directors are in bad faith, involve intentional
wrongdoing, violate certain statutory provisions, or result in profit or other advantage to which they are
not legally entitled.

The By-Laws of Edison currently provide for indemnification of Edison Directors, officers, agents
and other persons who serve Edison, to the full extent permitted by the Illinois Business Corporation
Act, and the proposed amendment would add such a provision to the Edison Restated Articles of
Incorporation.

Edison currently maintains liability insurance policies which indemnify Edison's Directors and
officers, the Directors and officers of subsidiaries of Edison, and the trustees of Edison's Service Annuity
Funds, against loss arising from claims by reason of their legal liability for acts as such Directors, officers
or trustees, subject to limitations and conditions as set forth in the policies. Among other limitations,
the primary policy states that no coverage is provided for loss representing " amounts which are deemed
uninsurable under the law pursuant to which this policy shall be construed".

TEXT oF THE PROPOSED AMENDMENT ,

The text of Article SEVEN proposed to be added to the Edison Restated Articles of incorporation
is as follows:

(a) A director of the Company shall not be personally liable to the Company or its shareholders
for monetary damages for breach of fiduciary duty as a director, except for liability (i) for any breach
of the director's duty of loyalty to the Company or its chareholders, (ii) for acts or omissions not in
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good faith or that involve intentional misconduct or a knowing violation of law, (iii) under Section
8.65 of the Business Corporation Act of the State of Illinois, or (iv) for any transaction from which
the director derived an improper personal benefit. If the Business Corporation Act of the State of
Illinois is amended to authorize corporate action further eliminating or limiting the personal liability
of directors, then the liability of a director of the Company shall be eliminated or limited to the full
extent permitted by the Business Corporation Act of the State of Illinois, as so amended. Any repeal
or modification of this paragraph (a) by the shareholders of the Company shall not adversely affect '

any right or protection of a director of the Company existing at the time of such repeal or
modification.

(b) Each person who is or was or had agreed to become a director or officer of the Company,
and each person who is or was serving or who had agreed to serve at the request of the Board or
an officer of the Company as an employs or agent of the Company or as a director, officer, employe,
or agent, trustee or fiduciary of another corporation, partnership, joint venture, trust or other
enterprise (including the heirs, executors, administrators or estate of such person), shall be
indemnitied by the Company to the full extent permitted by the Business Corporation Act of the -
State of Illinois or any other applicable laws as presently or hereafter in effect. Without limiting the
generality of the foregoing, the Company may enter into one or more agreements with any person
which provide for indemnification greater or different than that provided in this paragraph (b). Any
repeal or modification of this paragraph (b) shall not adversely affect any right or protection existing
hereunder or under any such agreei.1ent immediately prior to such repeal or modification. -

*

reasons FoR THE PROPOSED AMENDMENT i

Umitation of Director Uability. Directors of lilinois corporations are required, under lilinois law, to !

perform their duties in good faith and with that degree of care that an ordinarily prudent person in a like '

position would use under similar circumstances. A Director may rely upon information, opinions and ;

reports prepared by certain offices or employes, professional advisors, or committees of the Board.
'

Decisions made on that basis are protected by the " business judgment rule" and should not be
questioned by a court in the event of a lawsuit challenging such decisions. However, the expense of
defending such lawsuits and the inevitable uncertainties of applying the business judgment rule to

'
parteular facts and circumstances mean, as a practical matter, that Directors are not relieved of the
threat of monetary damage awards. The Board of Directors of Edison, therefore, believes that the ,

proposed amendment should be adopted in order to ensure that Edison will continue to be able to
- attract and retain competent, qualified and talented persons to serve as its Directors.

Indemni5 cation. Although the Edison By-Laws currently provide for the indemnification of Edison
Directors, officers, agents and other persons who serve Edison, such By-Laws could be changed
unilaterally and without notice by the Edison Board of Directors. The proposed amendment would add *

. such provisions to the Edison Restated Articles of incorporation which can only be changed by action |
of the Edison shareholders after notice. Indemnification provisions in the Edison Restated Articles of
incorporation are thus less likely to be changed than similar provisions in its By-Laws, and the enhanced
stability, predictability and security which result from including such provisions in the Edison Restated
Articles of incorporation are expected to enhance the ability of Edison to attract and retain qualified
persons to serve it.

EFFECT OF THE PROPOSED AMENoMENT

Umitation of Director Uability. The proposed amendment would protect the Edison Directors ;

against personal liability to Edison or its shareholders for any breach of duty unless a judgment or other 4

final adjudication adverse to them establishes (i) a breach of duty of loyalty to Edison, (ii) acts or i
omissions in bad faith or involving intentional misconduct or a knowing violation of the law, (iii) acts
violating the prohibitions contained in Section 8.65 of the lilinois Business Corporation Act against -

certain improper distributiora of assets, or (iv) an improper personal benefit to a Director to which he or
she was not legally entitled.
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The amendment as proposed would not reduce the fiduciary duty of a Director; it merely limits I

monetary damage awards to Edison and its shareholders arising from certain breaches of the duty. It
does not affect the availability of equitable remedies, such as the right to enjoin or rescind a transaction,
based upon a Director's breach of fiduciary duty. The amendment also does not affect a Director's <

liability for acts taken or omitted prior to the time it becomes effective (after shareholder approval and !

upon filing with the Illinois Secretary of State). The limitation of liability afforded by the proposed i

amendment affects only actions brought by Edison or its shareholders, and does not preclude or limit
recovery of damages by third parties,

indemnification. The proposed amendment would not change the rights of Edison Directors,- "

officers, agents and other persons who serve Edison, to be indemnified by it to the full extent permitted
by the lilinois Business Corporation Act, but would give them such rights under the Edison Restated

,

Articles of incorporation as well as under the Edison By-Laws. "

,

ITEM D. APPROVAL OF AUDITORS

i
Subject to approval of the shareholders, the Board of Directors of Edison has appointed Arthur *

Andersen & Co., independent public accountants, as Auditors to examine the annual and quarterly _
consolidated financial statements of Edison and its subsidiary companies for 1994. The shareholders ;

will be asked at the meeting to approve such appointment. The firm of Arthur Andersen & Co. has
audited the accounts of Edison since 1932. A representative of Arthur Andersen & Co. will be present
at the meeting to make a statement, if such representative so desires, and to respond to shareholders'
questions.

. . .

Any shareholder proposal intended to be presented at the 1995 annual meeting of Edison
shareholders must be received at the principal executive offices of Edison by November 28,1994, in
order to be considered for inclusion in any proxy materials of Edison relating to that meeting. Any such
proposal should be directed to the Secretary of Edison located on the 37th Floor, First National Bank
Building,10 South Dearborn Street, Chicago, Illinois. If mailed, it should be sent to Secretary,
Commonwealth Edison Company,10 South Dearborn Street, Post Office Box 767, Chicago, Illinois ;
60690-0767.

<

TRANSACTION OF OTHER BUSINESS

As of the date of this Prospectus and Proxy Statement, management knows of no matters to be
brought before the annual meeting other than the matters referred to in this Prospectus and Proxy
Statement. If, however, further business is presented, the proxy holders will act in accordance with their
best judgment. I

By order of the Edison Board of Directom.
i

DAVio A. SCHOLZ
Secretary

'l
March ,1994
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EXHIBIT A

AGREEMENT AND PLAN OF MERGER

THIS AGREEMENT AND PLAN OF MERGER (" Agreement") is dated as of January 28,1994,
between Commonwealth Edison Company, an Illinois corporation (" Edison"), and CECO Merging
Corporation, an Illinois corporation (" Merging Corp.").

WITNESSETH '

WHEREAS Edison has an authorized capitalization consisting of:

(i) 250,000,000 shares of Common Stock, par value $12.50 per share (" Edison Common
Stock"), of which 213,765,354 shares were issued and outstanding at January 21,1994;

(ii) 850,000 shares of Prior Preferred Stock, par value $100 per share (" Edison Prior Preferred
Stock"), none of which were issued and outstanding at January 21,1994;

(iii) 285,806 shares of S1.425 Convertible Preferred Stock, without par value (" Edison ,

Preferred Stock"), of which 285,806 shares were issued and outstanding at January 21,1994;
Edison Preferred Stock is convertible into Edison Common Stock at the rate of 1.02 shares of
Edison Common Stock for each share of Edison Preferred Stock, subject to future adjustment; and

(iv) 13,789,839 shares of Preference Stock, without par value (" Edison Preference Stock"), of
which 13,789,839 shares were issued and outstanding at January 21,1994; and

,

WHEREAS, Merging Corp. has an authorized capitalization consisting of 100 shares of Common
Stock, without par value (" Merging Corp. Common Stock"), all of which are issued and outstanding
and owned beneficially and of record by CECO Holding Company, an Illinois corporation (" Holding
Company"); and

WHEREAS, Holding Company has an authorized capitalization consisting of 400,000,000 shares
of Common Stock, without par value (" Holding Company Common Stock"), of which 100 shares are
issued and outstanding and owned beneficially and of record by Edison; and

WHEREAS, the Boards of Directors of Edison, Merging Corp. and Holding Company, deem it
advisable for Merging Corp. to merge with and into Edison (" Merger") in accordance with the Illinois
Business Corporation Act of 1983, as amended ("Act"), and this Agreement; and

WHEREAS, Edison, Merging Corp. and i'olding Company have entered into a Supplemental
Agreement dated as of January 28,1994 (" Supplemental Agreement"), pursuant to which Holding
Company has agreed, among other things, to issue shares of Holding Company Common Stock upon
the conversion of Edison Common Stock in the Merger.

NOW THEREFORE, in consideration of the premises and the representations, warranties and
agreements herein contained, Edison and Merging Corp. agree that Merging Corp. shall merge with
and into Edison, Edison shall be the corporation surviving the Merger and the terms and conditions of
the Merger, the mode of carrying it into effect and the manner and basis of converting shares in the
Merger shall be as follows: ;

,

ARTICLE I .

!

The Merger

(a) Subject to and in accordance with the provisions of this Agreement, Articles of Merger shall be -|
executed by Edison and Merging Corp. and filed in the Office of the Secretary of State of Illinois as
provided in Sections 11.25(a) and 1.10 of the Act.
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(b) The Merger shall become effective at the time (" Effective Time") the Secretary of State of - *

lilinois issues a Certificate of Merger in accordance with Sections 11.25(b) and 11.40 of the Act.

(c) At the Effective Time, Merging Corp. shall be merged with and into Edison, Edison shall be and
is designated as the surviving corporation and shall continue its corporate existence under the laws of
the State of Illinois and the separate existence of Merging Corp. shall cease (Edison and Merging Corp.
are referred to herein as the " Constituent Corporations" and Edison, the corporation designated as the .

.

*

surviving corporation, is referred to herein as the " Surviving Corporation").

(d) Prior to and after the Effective Time, Edison and Merging Corp., respectively, shall take all such ,
Iaction as may be necessary or appropriate in order (i) to effect the Merger, and (ii) thereafter to carry

out the purposes of this Agreement to vest in the Surviving Corporation all the rights, privileges, i

immunities and franchises, as of a public or a private nature, of each Constituent Corporation; and all .

property, real, personal and mixed, and all debts and all choses in action, and all and every other {
interest, of or belonging to or due to, each Constituent Corporation, and the officers and Directors of ,

each Constituent Corporation as of the Effective Time shall take all such action. |
'

ARTICLE ||

Terms of Conversion of Shares

At the Effective Time: !
(a) Each share of Edison Common Stock issued and outstanding immediately prior to the ;

Effective Time shall thereupon, and without the surrender of the stock certificate therefor or any j
other action on the part of the holder thereof, be changed and converted into one fully paid and
nonassessable share of Holding Company Common Stock; ;

(b) The shares of Edison Prior Preferred Stock, if any, and Edison Preferred Stock and Edison
Preference Stock issued and outstanding immediately prior to the Effective Time shall not be
changed, converted or otherwise affected by the Merger, and each such share shall continue to be |
issued and outstanding and to be one fully paid and nonassessable share of the particular series
of Edison Prior Preferred Stock, Edison Preferred Stock or Edison Preference Stock of the

-Surviving Corporation;

(c) The shares of Merging Corp. Common Stock issued and outstanding immediately prior to ,

the Effective Time shall be changed and converted into the number of shares of Edison Common
Stock issued and outstanding immediately prior to the Effective Time, which shall thereupon be
issued and fully paid and nonassessable shares of the Surviving Corporation; i

(d) Each share of Holding Company Comrnon Stock issued and outstanding immediately prior
to the Effective Time shall be cancelled and retired and all rights in respect thereof shall cease; '

and i

(e) As provided in the Supplemental Agreement, (i) the Edison Employe Savings and. _i
investment Plan,1993 Long-Term Incentive Plan, Employe Stock Purchase Plan and Dividend
Reinvestment and Stock Purchase Plan (collectively the " Plans") will be amended to provide for i

the delivery of Holding Company Common Stock instead of Edison Common Stock thereunder;
'

each right to acquire shares of Edison Common Stock, including, without limitation, rights (including i

stock options) to acquire Edison Common Stock pursuant to any of the Plans, granted and
outstanding immediately prior to the Effective Time shall, by virtue of the Merger and without any ,

action on the part of the holder thereof, be converted into and become a right to acquire the same - ,

number of shares of Holding Company Common Stock at the same price per share, and upon the
same terms and subject to the same conditions as were applicable immediately prior to the
Effective Time under the relevant right; and (ii) Holding Company shall reserve such number of j

shares of Holding Company Common Stock for purposes of the Plans as is equal to the number of
'

shares of Edison Common Stock so reserved as of the Effective Time.
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ARTICLE 111

Articles of incorporation and By-Laws

(a) From and after the Effective Time, and until thereafter amended as provided by law, the
Restated Articles of incorporation of Edison as in effect immediately prior to the Effective Time shall be
and conFnue to be the Restated Articles of Incorporation of the Surviving Corporation.

(b) From and after the Effective Time, the By-Laws of Edison as in effect immediately prior to the
Effective Time shall be and continue to be the By-Laws of the Surviving Corporation until amended.

ARTICLE IV

Directors and Officers

The persons who are Directors and officers of Edison immediately prior to the Effective Time shall
continue as Directors and officers, respectively, of the Surviving Corporation and shall continue to hold
office as provided in the By-Laws of the Surviving Corporation. If, at or following the Effective Time, a
vacancy shall exist in the Board of Directors or in the position of any officer of the Surviving Corporation,
such vacancy may be filled in the manner provided in the By-Laws of the Surviving Corporation.

ARTICLE V

Stock Certificates

Following the Effective Time, each holder of an outstanding certificate or certificates theretofore
representing shares of Edison Common Stock may, but shall not be required, to surrender the same to
Holding Company for cancellation and exchange or transfer, and each such holder or transferee thereof
will be entitled to receive a certificate or certificates representing the same number of shares of Holding
Company Common Stock as the number of shares of Edison Common Stock previously represented
by the stock certifieste or certificates surrendered. Until so surrendered for cancellation and exchange
or transfer, each outstanding certificate wlich, prior to the Effective Time, represented shares of Edison
Common Stock shall be deemed and treated for all corporate purposes to represent the ownership of
the same number of shares of Holding Company Common Stock as though such surrender for
cancellation and exchange or transfer thereof had taken place. The stock transfer books for Edison
Common Stock shall be deemed to be closed at the Effective Time, and no transfer of shares of Edison
Common Stock outstanding immediately prior to the Effective Time shall thereafter be made on such
books. Following the Effective Time, the holders of certificates representing Edison Common Stock
outstanding immediately before the Effective Time shall cease to have any rights with respect to stock
of the Surviving Corporation and their sole rights shall be with respect to the Holding Company Common
Stock into which their shares of Edison Common Stock shall have been converted in the Merger.

ARTICLE VI i

Conditions to the Merger

Consummation of the Merger is subject to the satisfaction of the following conditions:

(a) The Merger shall have received such approval of the shareholders of each Constituent
Corporation entitled to vote thereon as is required by the Act and the Articles of incorporation of

'

each Constituent Corporation.
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(b) There shall have been obtained either a ruling of the Internal Revenue Service satisfactory
to the Board of Directors of Edison and its counsel, or an opinion of counsel satisfactory to the
Board of Directors oi 2dison, with respect to the tax consequences of the Merger and other
transactions incident thereto.

(c) The Holding Company Common Stock to be issued and to be reserved for issuance as a
result of the Merger shall have been approved for listing, upon off.cial notice of issuance, by the
New York, Chicago and Pacific Stock Exchanges.

(d) A registration statement or registration statements relating to the shares of Holding
Company Common Stock to be issued or reserved for issuance as a result of the Merger, shall be
effective under the Securities Act of 1933, as amended, and shall not be the subject of any "stop
order." -

(e) Edison shail have received all consents, approvals and legal opinions in form and
substance satisfactory to Edison, that are necessary or appropriate for the consummation of the ;

Merger and all other transactions contemplated thereby.
'

(f) There shall be no litigation, proceedings or actions pending or threatened concerning the
Merger which in the judgment of the Board of Directors of Edison renders consummation of the '

Merger inadvisable. '

ARTICLE Vil

Amendment, Walver and Termination
f

(a) Edison and Merging Corp. by mutual consent of their respective Boards of Directors may
amend, modify or supplement this Agreement or waive any condition sot forth in Article Vi hereof in
such manner as may be agreed upon by them in writing, at any time before or after approval of this
Agreement by the shareholders of Edison, but not after the time that the Articles of Merger are filed
with the lilinois Secretary of State (" Filing Time"); provided, however, that no such amendment,

.

modification, supplement or waiver shall, in the sole judgment of the Board of Directors of Edison,
materially and adversely affect the rights of the shareholders of Edison.

(b) Consummation of the Merger may be deferred by the Board of Directors of Edison or any
authorized officer of Edison for a reasonable period of time if said Board or officer determines such
deferral would be in the best interest of Edison or its shareholders.

(c) This Agreement may be terminated and the Merger and other transactions herein provided for
abandoned at any time prior to the Filing Time, whether before or after approval of this Agreement by
the shareholders of Edison, by action of the Board of Directors of Edison if said Board of Directors
determines for any reason that the consummation of the transactions herein provided for would for any
reason be inadvisable or not in the best interests of Edison or its shareholders.

,

ARTICLE Vill

Miscellaneous
,

(a) This Agreement may be executed in counterparts, each of which when so executed shall be
deemed to be an original, and such counterparts shall together constitute but one and the same .

instrument.

(b) This Agreement shall be governed by, and construed in accordance with, the laws of the State
,

of Illinois.
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' IN WITNESS WHEREOF, Edison and Merging Corp., pursuant to approval and authorization duty !

given by resolutions adopted by their respective Boards of Directors, have each caused this Agreement ,

and Plan of Merger to be oxecuted by its Chairman of the Board, its President or one of its Vice :

Presidents and attested by its Secretary or one of its Assistant Secretaries. !

!

COMMONWEALTH EDISON COMPANY

t

BY
/s/ JAMES J. O'CoNNOR [

,

James J. O'Connor - !

Chairman
r

/s/ DAvlO A. SCHOLZAttest:
David A. Scholz *

Secretary

CECO MERGING CORPORATION . |
|

/s/ JAMES J O'CONNORBy . '

'

James J. O'Connor
Chairman

:

/s/ DAVID A. SCHOLZ fAttest:
'

David A. Scholz ;

Secretary
- !

n

~ !
(

,

:
|

!

!

!

|

!
!

!

|

|

!
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EXHIBIT B

SUPPLEMENTAL AGREEMENT

THIS SUPPLEMENTAL AGREEMENT (" Agreement") is dated as of January 28,1994, between
Commonwealth Edison Company, an !!!inois corporation (" Edison"), CECO Holding Company, an Illinois
corporation (" Holding Company") and CECO Merging Corporation, an Illinois corporation (" Merging ;

"

Corp.").

i

WITNESSETH

WHEREAS, Edison has an authorized capitalization consisting of:

(i) 250,000,000 shares of Common Stock, par value $12.50 per share (" Edison Common <

Stock"), of which 213,765,354 shares were issued and outstanding at January 21,1994;

(ii) 850,000 shares of Prior Preferred Stock, par value $100 per share, none of which were
issued and outstanding at January 21,1994;

(iii) 285,806 shares of $1.425 Convertible Preferred Stock, without par value (" Edison
Preferred Stock"), of which 285,806 shares were issued and outstanding at January 21,1994;
Edison Preferred Stock is convertible into Edison Common Stock at the rate of 1.02 shares of
Edison Common Stock for each share of Edison Preferred Stock, subject to future adjustment; and

(iv) 13,789,839 shares of Preference Stock, without par value, of which 13,789,839 shares
were issued and outstanding at January 21,1994; and

,

WHEREAS, Merging Corp. has an authorized capitalization consisting of 190 shares of Common
Stock, without par value (" Merging Corp. Common Stock"), all of which are issued and outstanding
and owned L oeficially and of record by Holding Company; and

WHEREAS, Holding Company has an authorized capitalization consisting of 400,000,000 shares ;

of Common Stock, without par value (" Holding Company Common Stock"), of which 100 shares are
issued and ouktanding and owned beneficially and of record by Edison; and

WHEREAS, the Boards of Directors of Edison, Merging Corp. and Holding Company, deem it
advisable for Merging Corp. to merge with and into Edison (" Merger") in accordance with the Illinois

*

Business Corporation Act of 1983, as amended ("Act"), and the Agreement and Plan of Merger dated
Ias of January 28,1994 (" Merger Agreement"), between Edison and Merging Corp. in which they have

agreed to merge.

NOW THEREFORE, in consideration of the premises and the representations, warranties and
agreements herein contained. Edison and Merging Corp. agree that Merging Corp. shall merge with
and into Edison, Edison shall be the corporation surviving the Merger and the terms and conditions of
the Merger, the mode of carrying it into effect and the manner and basis of converting shares in the <

Merger shall be as set forth in the Merger Agreement.

ARTICLE I

Terms of Conversion of Shares i

At the time that the Merger becomes effective (" Effective Time"):

(a) Each share of Edison Common Stock issued and outstanding immediately prior to the
Effective Time shall thereupon, and without the surrender of the stock certificate therefor or any r

other action on the part of the holder thereof, be changed and converted into one fully paid and
nonassessable share of Holding Company Common Stock;
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(b) The shares of Merging Corp. Common Stock issued and outstanding immediately prior to
the Effective Time shall be changed and converted into the number of shares of Edison Common
Stock issued and outstanding immediately prior to the Effective Time, which shall thereupon be i

issued and fully paid and nonassessable shares of Edison Common Stock;

(c) Each share of Holding Company Common Stock issued and outstanding immediately prior
to the Effective Time shall be cancelled, retired, and revert to an authorized but unissued share of
Holding Company Common Stock, all rights in respect thereof shall cease, and the accounts of
Holding Company shall be reduced by the $1,000 of capital and surplus applicable to such shares;

(d) Holding Company shall deliver shares of Holding Company Common Stock pursuant to the
Edison Employe Savings and Investment Plan,1993 Long-Term incentive Plan, Employe Stock
Purchase Plan and Dividend Reinvestment and Common Stock Purchase Plan (collectively the -
" Plans"). Each rigt.t to purchase shares of Edison Common Stock, including, without limitation, .
rights (including stock options) to acquire Edison Common Stock pursuant to any of the Plans,
granted and outstanding immediately prior to the Effective Time shall, by virtue of the Merger and
without any action on the part of the holder thereof, be converted into and become a right to
acquire the sme number of shares of Holding Company Common Stock at the same price per

,

share, and upon the same terms and subject to the same conditions as were applicable
immediately prior to the Effective Time under the relevant right; and

(e) Holding Company shall reserve such number of shares of Holding Company Common '

Stock for purposes of the Plans as is equal to the number of shares of Edison Common Stock so
"

reserved as of the Effective Time.

ARTICLE || !

Directors .

The persons who are Directors of Edison immediately prior to the Effective Time shall at the
Effective Time become Directors of Holding Company, and shall t.cntinue to hold office as provided in
the By-Laws of Holding Company, and if, at or following the Effective Time, a vacancy shall exist in the
Board of Directors of Holding Company, such vacancy may be filled in the manner provided in the By-
Laws of Holding Company.

,

ARTICLE Ill

Stock Certificates
,

Following the Effective Time, each holder of an outstanding certificate or certificates theretofore
representing shares of Edison Common Stock may, but shall not be required, to surrender the same to
Holding Company for cancellation and exchange or transfer, and each such holder or transferee thereof
will be entitled to receive a certificate or certificates representing the same number of shares of Holding .

'Company Common Stock as the number of shares of Edison Common Stock previously represented
by the stock certificate or certificates so surrendered. Until so surrendered for cancellation and -

exchange or transfer, each outstanding certificate which, prior to the Effective Time, represented shares j
of Edison Common Stock shall be deemed and treated for all corporate purposes to represent the |

*ownership of the same number of shares of Holding Company Common Stock as though such
surrender for cancellation and exchange or transfer thereof had taken place.

,

k

i

!

B-2 -

-i

i



,

ARTICLE IV

Miscellaneous

(a) This Agreement may be terminated and the transactions herein provided for and the Merger
abandoned at any time, whether before or after approval of the Merger Agreement by the shareholders :

of Edison, by action of the Board of Directors of Edison if said Board of Directors determines for any
reason that the consummation of the transactions herein provided for would for any reason be
inadvisable or not in the best interests of Edison or its shareholders. -

(b) The Merger Agreement shall not be amended by Edison and Merging Corp. without the written
consent of Holding Company. ,

(c) This Agreement may be executed in counterparts, each of which when so executed shall be
deemed to be an original, and such counterparts shall together constitute but one and the same
instrument.

(d) This Agreement shall be governed by, and construed in accordance with, the laws of the State
of Illinois, e

IN WITNESS WHEREOF, Edison, Holding Company and Merging Corp., pursuant to approval and
authorization duly given by resolutions adopted by their respective Boards of Directors, have each
caused this Supplemental Agreement to be executed by its Chairman of the Board, its President or one
of its Vice Presidents and attested by its Secretary or one of its Assistant Secretaries.

COMMONWEALTH EDISON COMPANY
,

i

I/s/ JAMES J. O'CONNOR-By
James J. O'Connor 1
Chairman

Attest: /s/ DAVID A. SCHOLZ >

David A. Scholz -

Secretary

CECO HOLDING COMPANY

/s/ JAMES J. O'CONNORBy
James J. O'Connor
Chairman i

/s/ DAVID A. SCHOLZAttest:
David A. Scholz
Secretary ;

CECO id,ERGING CORPORATION

,

/s/ JAMES J. O'CONNORBy
James J. O'Connor
Chairman ;

Attest: /s/ DAVID A. SCHOLZ

David A. Scholz
Secretary
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EXHIBIT C

CECO HOLDING COMPANY
'

ARTICLES OF INCORPORATION

ARTICLE ONE The name of the corporation is CECO Holding Company [
ARTICLE TWO The name and address of the registered agent and its registered office are: |

Registered Agent: David A. Scholz ;

Registered Office: 10 South Dearbom Street '

Post Office Box 767 i

Chicago, Illinois 60690-0767 (
Cook County ''

ARTICLE THREE The purpose or purposes for which the corporation is organized are to transact any i

or all lawful businesses for which corporations may be incorporated under the
Business Corporation Act of 1983, as amended from time to time.

#ARTICLE FOUR Paragraph 1. The number of shares which the corporation is authorized to issue is
400,000,000 shares of Common Stock, without par value.

Paragraph 2. Initially, the corporation proposes to issue 100 shares of Common
Stock for an aggregate consideration of $1,000.

Paragraph 3. The shares of Common Stock shall entitle the holders thereof to one
vote for each share upon all matters upon which shareholders have the right to vote
and to cumulative voting in all elections of directors by vote of shareholders.

ARTICLE FIVE Paragraph 1. A director of the corporation shall not be personally liable to the
corporation or its shareholders for monetary damages for breach of fiduciary duty !

as a director, except for liability (i) for any breach of the director's duty of loyalty to
the corporation or its shareholders, (ii) for acts or omissions not in good faith or that
involve intentional misconduct or a knowing violation of law, (iii) under Section 8.65

''g

of the Business Corporation Act of the State of !!!inois, or (iv) for any transaction
from which the director derived an improper personal benefit.~ If the Business
Corporation Act of the State of Illinois is amended to authorize corporate action . i

further eliminating or limiting the personal liability of Directors, then the liability of a
director of the corporation shall be eliminated or limited to the full extent permitted
by the Business Corporation Act of the State of Illinois, as so amended. Any repeal
or modification of this Paragraph 1 by the shareholders of the corporation shall not
adversely affect any right or protection of a director of the corporation existing at the
time of such repeal or modification. <

Paragraph 2. Each person who is or was or had agreed to become a director or +

officer of the corporation, and each person who is or was serving or who had agreed
to serve at the request of the Board of Directors or an officer of the corporation as
an employe or agent of the corporation or as a director, officer, employe, or agent,

,

trustee or fiduciary of another corporation, partnership, joint venture, trust or other
enterprise (including the heirs, executors, administrators or estate of such person),
shall be indemnified by the corporation to the full extent permitted by the Business
Corporation Act of the State of Illinois or any other applicable laws as presently or
hereafter in effect. Without limiting the generality of the foregoing, the corporation
may enter into one or more agreements with any person which provide for
indemnification greater or different than that provided in this Paragraph 2. Any repeal
or modification of this Paragraph 2 shall not adversely affect any right or protection
existing hereunder immediately prior to such repeal or modification.

ARTICLE SIX The undersigned incorporator hereby dechres, under penalties of perjury, that the !
'

statements made in the foregoing Articles of incorporation are true.
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EXHIBIT D

PROVISIONS OF THE ILLINOIS BUSINESS CORPORATION ACT t

. RELATING TO RIGHTS OF DISSENTING SHAREHOLDERS
:

Section 11.65. Right to dissent. '

,

(a) A shareholder of a corporation is entitled to dissent from, and obtain payment for his or her I

shares in the event of any of the following corporate actions:
,

(1) consummation of a plan of merger or consolidation or a plan of share exchange to which .
the corporation is a party if

(i) shareholder authorization is required for the merger or consolidation or the share
exchange by Section 11.20 or the articles of incorporation or

Oi) the corporation is a subsidiary that is merged with its parent or another subsidiary under
Section 11.30;

(2) consummation of sale, lease or exchange of all, or substantially all, of the property and
assets of the corporation other than in the usual and regular course of business;

(3) an amendment of the articles of incorporation that materially and adversely affects rights
in respect of a dissenter's shares because it:

*

(i) alters or abolishes a preferential right of such shares;

(ii) alters or abolishes a right in respect of redemption, including a provision respecting a
sinking fund for the redemption or repurchase, of such shares;

(iii) in the case of a corporation incorporated prior to January 1,1982, limits or eliminates -
cumulative voting rights with respect to such shares; or

,

(4) any other corporate action taken pursuant to a shareholder vote if the articles of ' *

incorporation, by-laws, or a resolution of the board of Directors provide that shareholders are '

'

entitled to dissent and obtain payment for their shares in accordance with the procedures set forth
in Sectiors 11.70 or as may be otherwise provided in the articles, by. laws or resolution.

t

(b) A shareholder entitled to dissent and obtain payment for his or her shares under this Section i

may not challenge the corporate action creating his or her entitlement unless the action is fraudulent |
with respect to the shareholder or the corporation or constitutes a breach of a fiduciary duty owed to

,

the shareholder, i

(c) A record owner of shares may assert dissenters' rights as to fewer than all the shares recorded '
,

in such person's name only if such person dissents with respect to all shares beneficially owned by any
,

one person and notifies the corporation in writing of the name and address of each person on whose ;
behalf the record owner asserts dissenters * rights. The rights of a partial dissenter are determined as if

,

the shares as to which dissent is made and the other shares were recorded in the names of different !

shareholders. A beneficial owner of shares who is not the record owner may assert dissenters' rights '

as to chares held on such person's behalf only if the beneficial owner submits to the corporation the ' :
record owner's written consent to the dissent before or at the same time the beneficial owner asserts - ,

dissenters' rights. Amended by P.A. 85-1269, eff. Jan.1,1989. !

.;
Section 11.70. Procedure to Dissent.

(a) If the corporate action giving rise to the right to dissent is to be approved at a meeting of !
shareholders, the notice of meeting shall inform the shareholders of their right to dissent and the
procedure to dissent. If, prior to the meeting, the corporation fumishes to the shareholders material
information with resoect to the trancaction that will objectively enable a shareholder to vote on the
transaction and to determine whether or not to exercise dissenters * rights, a shareholder may assert ,
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dissenters' rights only if the shareholder delivers to the corporation before the vote is taken a written ;
demand for payment for his or hor shares if the proposed action is consummated, and the shareholder 'f

does not vote in favor of the proposed action. ,

(b) If the corporate action giving rise to the right to dissent is not to be approved at a meeting of
shareholders, the notice to shareholders describing the action taken under Section 11.30 or Section
7.10 shall inform the shareholders of their right to dissent and the procedure to dissent. If, prior to or ;

concurrently with the notice, the corporation furnishes to the shareholders material information with
respect to the transaction that will objectively enable a shareholder to determine whether or not to
exorcise dissenters' rights, a shareholder may assert dissenter's rights only if he or she delivers to the i

corporation within 30 days from the date of mailing the notice a written demand for payment for his or ,

her shares.

(c) Within 10 days after the date on which the corporate action giving rise to the right to dissent is
effective or 30 days after the shareholder delivers to the corporation the written demand for payment,-
whichever is later, the corporation shall send each shareholder who has delivered a written demand for
payment a statement setting forth the opinion of the corporation as to the estimated fair value of the

,

shares, the corporation's latest balance sheet as of the end of a fiscal year ending not earlier than 16 ,

'months before the delivery of the statement, together with the statement of income for that year and
the latest available interim financial statements, and either a commitment to pay for the shares of the i
dissenting shareholder at the estimated fair value thereof upon transmittal to the corporation of the
certificate or certificates, or other evidence of ownership, with respect to the shares, or instructions to
the dissenting shareholder to sell his or her shares within 10 days after delivery of the corporation's i

statement to the shareholder. The corporation may instruct the shareholder to sell only if there is a
public market for the shares at which the shares may be readily sold. If the shareholder does not sell
within that 10 day period after being so instructed by the corporation, for purposes of this Section the
shareholder shall be deemed to have sold his or her shares at the average closing price of the shares,
if listed on a national exchange, or the average of the bid and asked price with respect to the shares

,

quoted by a principal market maker, if not listed on a national exchange, during that 10 day period.

(d) A shareholder who makes written demand for payment under this Section retains all other rights
of a shareholder until those rights are cancelled or modified by the consummation of the proposed
corporate action. Upon consummation of that action, the corporation shall pay to each dissenter who
transmits to the corporation the certificate or other evidence of ownership of the shares the amoun<
the corporation estimates to be the fair value of the shares, plus accrued interest, accompanied by a |

written explanation of how the interest was calculated.
,

(e) If the shareholder does not agree with the opinion of the corporation as to the estimated fair
value of the shares or the amount of interest due, the shareholder, within 30 days from the delivery of
the corporation's statement of value, shall notify the corporation in writing of the shareholder's
estimated fair value and amount of interest due and demand payment for the difference between the
shareholder's estimate of fair value and interest due and the amount of the payment by the corporation
or the proceeds of sale by the shareholder, whichever is applicable because of the procedure for which
the corporation opted pursuant to subsection (c).

(f) If, within 60 days from delivery to the corporation of the shareholder notification of estimate of r

fair value of the shares and interest due, the corporation and the dissenting shareholder have not t

agreed in writing upon the fair value of the shares and interest due, the corporation shall either pay the
difference in value demy.ded by the shareholder, with interest, or file a petition in the circuit court of |

'

the county in which either the registered office or the principal office of the corporation is located,
requesting the court to determine the fair value of the shares and interest due. The corporation shall j
make all dissenters, whether or not residents of this State, whose demands remain unsettled parties to
the proceeding as an action against their shares and all parties shall be served with a copy of the
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petition. Nonresidents may be served by registered or certified mail or by publication as provided by: ie

law. Fai!cre of the corporation to commence an action pursuant to this Section shall not limit or affect - "

the right of the dissenting shareholders to otherwise commence an a : tion as permitted by law.
1

(g) The jurisdiction of the court in which the proceeding is commenced under subsection (f) by a !
corporation is plenary and exclusive. The court may appoint one or more persons as appraisers to
receive evidence and recommend decision of the question of f air value.The appraisers have the power "

described in the order appointing them, or in any amendment to it. '

(h) Each dissenter made a party to the proceeding is entitled to judgment for the amount, if any, by .|
which the court finds that the fair value of his or her shares, plus interest, exceeds the amount paid by i
the corporation or the proceeds of sale by the shareholder, whichever amount is applicable.

,

(i) The court, in a proceeding commenced under subsection (f), shall determine all costs of the
proceeding, including the reasonable compensation and expenses of the appraisers, if any, appointed . ;

by the court under subsection (g), but shall exclude the fees and expenses of counsel and experts for ;
the respective parties. If the fair value of the shares as determined by the court materially exceeds the

,

amount which the corporation estimated to be the fair value of the shares or if no estimate was mae ~
;

in accordance with subsection (c), then all or any part of the costs may be assessed against the
corporation. If the amount which any dissenter estimated to be the fair value of the shares materially . |
exceeds the fair value of the shares as determined by the court, then all or any part of the costs may :

be assessed against that dissenter. The court may also assess the fees and expenses of counsel and
experts for the respective parties, in amounts the court finds equitable, as follows: ;

(1) Against the corporation and in favor of any or all dissenters if the court finds that the
corporation did not substantially comply with the requirements of subsections (a), (b), (c), (d), or *

(f).

(2) Against either the corporation or a dissenter and in favor of any other party if the court
finds that the party against whom the fees and expenses are assessed acted arbitrarily, vexatiously,
or not in good faith with respect to the rights provided by this Section.

,

.>

If the court finds that the services of counsel for any dissenter were of substantial benefit to other
dissenters similarly situated and that the fees for those services should not be assessed against the
corporation, the court may award to that counsel reasonable fees to be paid out of the amounts

,

awarded to the dissenters who are benefited. Except as otherwise provided in this Section, the practice, j
procedure, judgment and costs shall be governed by the Code of Civil Procedure.

(j) As used in this Section:

(1) " Fair Value", with respect to a dissenter's shares, means the value of the shares [
immediately before the consummation of the corporation action to which the dissenter objects -
excluding any appreciation or depreciation in anticipation of the corporate action, unless exclusion
would be inequitable.

(2) " Interest" means interest from the effective date of the corporate action until the date of .f
payment, at the average rate currently paid by the corporation on its principal bank loans or, if none,
at a rate that is fair and equitable under all the circumstances.

i
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PART 11. INFORMATION NOT REQUIRED IN PROSPECTUS

Item 20. Indemnification of Directors and Officers. .

Certain provisions of the Illinois Business Corporation Act of 1983, as amended, provide that the
Registrant may, and in some circumstances must, indemnify the Directors and officers of the Registrant
and of each subsidiary company against liabilities and expenses incurred by such person by reason of
the fact that such person was serving in such capacity, subject to certain limitations and conditions set
forth in the statute. The Registrant's Articles of incorporation and By-Laws provide that the Registrant
will indemnify its Directors and officers, and may indemnify any person serving as director or officer of
another business entity at the Registrant's request, to the extent permitted by the statute.

The Registrant maintains liability insurance policies which indemnify the Registrant's Directors and '

officers, the Directors and officers of subsidiaries of the Registrant, and the trustees of the Service
Annuity Funds, against loss arising from c| aims by reason of their legal liability for acts as such
Directors, officers or trustees, subject to limitations and conditions as set forth in the policies. Among - '

other limitations, the primary policy states that no coverage is provided for loss representing " amounts
which are deemed uninsurable under the law pursuant to which this policy shall be construed". ,

The Registrant indemnifies assistant officers and certain other employes against liabilities and
expenses incurred by reason of acts performed in connection with the operations of the various
employe benefit systems of the Registrant and its subsidiaries. >

ltem 21. Exhibits. !

The following exhibits are filed herewith or incorporated herein by reference.
EFhlblt
Number Description of Document

2(a) Agreement and Plan of Merger (attached as Exhibit A).

2(b) Supplemental Agreement (attached as Exhibit B). t

3(a) Articles of incorporation of CECO Holding Company (attached as Exhibit C).

3(b) By-Laws of CECO Holding Company.

4 Rights of CECO Holding Company Common Shareholders (included in 3(a)).

5 Opinion of Sidley & Austin.

8 Opinion of Sidiey & Austin.

23(a) Consent of Sidley & Austin (included in (5)).

23(b) Consent of Experts.

99(a) Form of Proxy / Direction.

- 99(b) Consents of Persons to be Directors of CECO Holding Company at the Effective Time
of the Merger.

Item 22. Undertakings.

The undersigned registrant hereby undertakes:

(1) That, for purposes of determining any liability under the Securities Act of 1933, each filing
of the registrant's annual report pursuant to section 13(a) or section 15(d) of the Securities
Exchange Act of 1934 that is incorporated by reference in the registration statement shall be
deemed to be a new registration statement relating to the securities offered therein, and the offering
of such securities at that time shall be deemed to be the initial bona tide offering thereof.

11- 1
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(2) To respond to requests for information that is incorporated by reference into the prospectus
,

pursuant to items 4,10(b),11 or 13 of this form, within one business day of receipt of such request,
and to send the incorporated documents by first class mail or other equally prompt means. This ~ >

Includes information contained in documents filed subsequent to the effective date of the ;
registration statement through the date of responding to the request.- *

(3) To supply by means of a post-effective amendment all information conceming a a
transaction, and the company being acquired involved therein, that was not the subject of and j
included in the registration statement when it became effective, j

(4) To remove from registration by means of a post-effective amendment any shares of Holding- ,!
Company Common Stock which are not issued in the Merger, except shares which are issuable j

thereafter upon the conversion of Commonwealth Edison Company $1.425 Convertible Preferred
''

Stock and Warrants.
,

Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be permitted
to Directors, officers and controlling persons of the registrant pursuant to the provisions described in

'

;

Item 20, or otherwise, the registrant has been advised that in the opinion of the Securities and Exchange
Commission such indemnification is against public policy as expressed in the Act and is, therefore,- ,

unoniorceable. In the event that a claim for indemnification against such liabilities (other than the
payment by the registrant of expenses incurred or paid by a director, officer or controlling person of the
registrant in the successful defense of any action, suit or proceeding) is asserted by such director, 1
officer or controlling person in connection with the securities being registered, the registrant will, unless
in the opinion of its counsel the matter has been settled by controlling precedent, submit to a court of
appropriate jurisdiction the ouestion whether such indemnification by it is against public policy as _ ,

expressed in the Act and will be governed by the final adjudication of such issue.

;
,

t

. !

,

-[

,

j

,

,

,
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SIGNATURES
,

Pursuant to the requirements of the Securities Act of 1933, the registrant has duly caused :
this registration statement to be signed on its behalf by the undersigned, thereunto duly
authorized,in the City of Chicago, State of Illinois on January 31 ,1994.

CECO HOLDING COMPANY
!

3
.. q

: NJsws '/ J/2dAA/A
By/ '"

~ [ames J. O'Connor ' '

| Chairman
Pursuant . ->ents of the Securttles et of 1933, this registration statement has;

been signed below _; illowing persons in the capacities indicated, on January 31,1994. '

r

Signature and Title
/

NuA - . /04/1R//) mQ Y- ms
Jame's J. O'Uonnor " / Samuel K. Skinner

Chairman and Director President and Director -

(pnncipalexecutive ofEcor)

f /

0 hbo0 /E knb| | 8
// ' John C'. Bukovski O Roger F. Kovack

Vice President Comptroller
(principal EnancialofEcor) (principalao Unting othcer) ,

;
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EXHIBIT INDEX -
,

The following exhibits are filed herewith or incorporated herein by reference.

Exhibit
Number Description of Document

2(a) Agreement and Plan of Merger (attached as Exhibit A). |
'

2(t) Supplemental Agreement (attached as Exhibit B).

3(a) Articles of incorporation of CECO Holding Company (attached as Exhibit C).

3(b) By-Laws of CECO Holding Company.

4 Rights of CECO Holding Company Common Shareholders (included in 3(a)). '

5 Opinion of Sidley & Austin.

8 Opinion of Sidley & Austin.

23(a) Consent of Sidley & Austin (included in (5)).

23(b) Consent of Experts.

99(a) Form of Proxy / Direction.

99(b) Consents of Persons to be Directors of CECO Holding Company at the Effective
Time of the Merger.
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Exhibit 3 (b)
'

CECO Holding Company
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CECO Holding Company
,

By-Laws f

ARTICLE I, q

STOCK.

s

SECTION 1. Each holder of fully paid stock shall be enti--
tied to a certificate or certificates,of stock stating the number- 1

and class of shares, and the designation of the series, i f- a n y ,.. I
'!which such certificate represents. All certificates of: stock

shall at the time of their issuance be signed either manually or
by facsimile signature by the Chairman, the President cnr a Vice- |
President and by the Secretary or an Assistant Secretary.. All '

certificates of stock shall be sealed with the seal of the
Company or a facsimile of such seal, shall be countersigned ;

either manually or by facsimile signature.by a Transfer Agent and
shall be authenticated by manual signature and registered-by'a
Registrar. The Board of Directors shall appoint one or more.
Transfer Agents, none of whom shall be officers of the-Company

,

authorized to sign certificates of stock, and one.or more Regis- ;

trars, each of which Registrars shall be a bank.or trust company. ,

certificates of stock shall not be valid until countersigned by a
Transfer Agent and' authenticated and registered by a Registrar <in
the manner provided~by the Board of Directors.

,

SECTION 2. Shares of stock shall be transferable only-on
the books of the Company and, except as hereinafter provided or
as otherwise required by law, shall be transferred only upon
proper endorsement and surrender of the certificates issued
therefor. If an outstanding certificate of stock shall-be: lost,-
destroyed or stolen, the holder thereof may have a'new certifi-
cate upon producing evidence satisfactory to the Board of>Direc-
tors of such loss, destruction or theft, and'upon' furnishing to
the Company, the Transfer Agents and the Registrars.a' bond of.
indemnity deemed sufficient by the Board of Directors against
claims'under the outstanding certificate. ,

SECTION 3. The certificates for each class or series of-
stock shall be numbered and issued in. consecutive order'and a ,

record shall be kept of the name and address of the person to
whom each certificate is issued, the number of shares represented-
by the certificate and the number and date of the certificate. '

All certificates. exchanged or returned-to the Company or the:
Transfer Agent for transfer shall be canceled and filed.

1
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SECTION 4. For the purpose of determining shareholders: [
entitled to notice of or:to vote at any meeting of shareholders,
or shareholders. entitled to receive payment of any1 dividend,-or :
in; order to make a determination of shareholders for.any other
proper ~ purpose, the Board of Directors may fix in advance a date
as the record date for any such determination of-shareholders,
such date in any case to.be not more than sixty days and, for a i

meeting of shareholders, not less than ten days, or in~the case i

of a merger, consolidation, share exchange, dissolution-or sale,
lease or exchange of assets, not less than twenty days, immedi- '

ately preceding such meeting.

SECTION S. If any subscription for stock in the Company or: i

any installment of such subscription shall be unpaid when due,-as
the Board of-Directors shall have determined the time for' pay-
ment, and shall continue unpaid for twenty daysfafter-demand for .

,

the amount due, made either in person or by written notice duly ;

mailed to the last address, as it appears on the records of the' .:
Company, of the subscriber or other person by whom the subscrip- |
tion or installment shall be payable, the stock or subscription- i

upon which payment shall be so due shall, upon the expiration of- ;.

said twenty days, become and be forfeited to the Company without
further action, demand or notice, and such stock or subscription
may be sold at public sale, subject to payment of the amount due
and unpaid, plus all costs and expenses incurred by the Company '

in that connection, at a time and place to be stated in a written ;

notice to be mailed to the recorded address of-the delinquent
subscriber or other person in default on the subscription at-
least ten days prior to the time fixed for such sale; provided,- I

that the excess of proceeds of such sale realized over the amount -

due and unpaid on said stock or subscription shall be paid to the-
delinquent subscriber of other person in default on the subscrip-
tion, or to his or her legal representative; and, provided ,

further, that no' forfeiture of stock, or of any amounts paid upon ;

a subscription therefor, shall be declared as against the estate 3
of any decedent before distribution shall have been made of the-
estate.

The foregoing provisions for the forfeiture and sale of
stock or subscriptions shall not exclude any other remedy which
may lawfully be enforceable at any time, by forfeiture of stock
or of amounts theretofore paid or otherwise, against any person
for nonpayment of a subscription or of any installment thereof.

SECTION 6. Transfers of shares shall be made only on the
books of the Company by the registered holder thereof1or by his
or her legal representative, who shall furnish proper evidence of
authority to transfer, or by his or her attorney or successor
thereunto authorized by power of attorney or by documents duly
executed and filed with the Secretary or Transfer Agent-of the
Company, and upon surrender for cancellation of the certificate i
for such shares. The person in whose name shares stand on the !

-2-
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. books of the Company shall be deemed the owner thereof for all !
purposes as regards the-Company.

SECTION 7. The Company shall be entitled to treat the
holder of record of any share or shares of stock as the holder in
fact thereof and accordingly, shall not be bound to recognize.any '

equitable or other claim to or interest in such share or shares
on the part of any.other person, whether or not it shall have
express or other notice thereof, except as otherwise provided by
the laws of the State of Illinois.

ARTICLE II.

MEETINGS OF SHAREHOLDERS.

SECTION 1. The regular annual meeting of the shareholders
of the Company for the election of Directors and for the transac-
tion of such other business as may come before the meeting shall
be held on such day in April or May of each year as the Board of '

Directors may by resolution determine. Each such regular annual
meeting and each special meeting of the shareholders shall be .

held at such place as may be fixed by the Board of Directors and
at such hour as the Board of Directors shall order. '

SECTION 2. Special meetings of the shareholders may be ;

called by the Chairman, by the Board of Directors, by a majority
of the Directors individually or by the holders of not less than.
one-fifth of the total outstanding shares of capital ctock of the .

Company.

SECTION 3. Written notice stating the place, day'and hour -

'
of the meeting of the shareholders and, in the case of a special
meeting, the purpose or purposes for which the meeting is. called
shall be delivered not less than ten nor more than sixty days
before the date of the meeting, or in the case of a merger,
consolidation, share exchange, dissolution or sale, lease or
exchange of assets not less than twenty nor'more than sixty days 1

before the date of the meeting, either personally or.by mail, by. I
or at the direction of the Chairman, the Secretary or the persons
calling the meeting, to each shareholder of record entitled.to
vote at such meeting. If mailed, such notice shall be deemed to
be delivered when deposited in the United States mail addressed-
to the shareholder at the shareholder's address as it appears
upon the records of the Company, with postage thereon prepaid.

SECTION 4. At all meetings of the shareholders, a majority
of the outstanding shares of stock, entitled to vote on a matter,
represented in person or by proxy, shall constitute a quorum for ,

consideration of such matter, but the shareholders represented at ;

any meeting, though less than a quorum, may adjourn the meeting j

to some other day or sine die. If a quorum is present, the

-3-
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' affirmative vote of the majority of the shares of-stock repre-
sented at the meeting and entitled to vote on a matter shall be I

.

the act of the shareholders,.unless the vote of a greater number
,

or voting by-classes is. required by law or the articles of. 1

incorporation.
-

t

SECTION 5. At every meeting of the-shareholders, each
outstanding share of stock shall be' entitled to one vote on each.

i

matter submitted-for'a vote. In.all elections-for Directors, l
every shareholder shall have the right to vote the number of'
shares owned by such shareholder for as many persons as there are
Directors to be elected, or to cumulate such votes and.give one. >

candidate as many votes as shall equal the number of Directors to l
be elected multiplied by the number of such~ shares.or to distrib-
ute such cumulative votes in any proportion among any number of .

- candidates. A-shareholder may vote either in person or by proxy. -

A shareholder may appoint a proxy to vote or otherwise act for l
him or her by signing an appointment form and delivering it to ;

the person so appointed. 1

SECTION 6. Any meeting at which a quorum of shareholders is
present, in person or by proxy,-may adjourn from time to time
without notice, other than announcement at such meeting, until
its business is completed. At the adjourned meeting, the company
may transact any business which might have been transacted at the

.

t

original meeting. If the adjournment is for more-than thirty
days, a notice of the adjourned meeting shall be given to each.
shareholder of reco.J entitled to vote at the meeting. *

'SECTION 7. The Secretary of the Company shall'make.or cause'
to be made, within twenty days after the record date for a
meeting of shareholders of the Company or ten days before such'. I

meeting, whichever is earlier, a complete list of the sharehold-
ers entitled to vote at such meeting, arranged in alphabetical
order, with the address of and the number of shares held by each,
which list, for at least ten days prior to such meeting, shall be
kept on file at the registered office of the company and shall be
subject to inspection by any shareholder, and to copying at such j
shareholder's expense, at any time during usual business hours.
Such list shall also be produced and kept open at the time'and ;

place of the meeting and shall be subject to the inspection of i

any shareholder during the whole time of the meeting.

SECTION 8. The Chairman and the Secretary of the Company
shall, when present, act as chairman and secretary, respectively,
of each meeting of the shareholders.

'SECTION 9. At any meeting of shareholders, the chairman of
the meeting may, or upon the request of any shareholder shall,
appoint one or more persons as inspectors for such meeting,
unless an inspector or inspectors shall have been previously '

.'appointed for such meeting by the Chairman. 'Such inspectors
|
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shall' ascertain and report the number of. shares of stock repre-
sented at the meeting, based upon their determination of the :

validity and effect of proxies, count all votes and report the 1
results and do such other acts as are proper to conduct the '

election and voting with impartiality and fairness to all the
shareholders.

;
SECTION 10. Voting on any question or in any election may

be viva voce unless the presiding officer shall order or ,any
3

shareholder shall demand that voting be by ballot. >

'
ARTICLE III.

BOARD OF DIRECTORS.

SECTION 1. The business and affairs of the Company shall be ,

managed by or under the direction of the Board of Directors. The
number of Directors of the Company shall be not less than eleven
nor more than sixteen. The Directors shall be elected at each !

annual meeting of the shareholders, but if for any reason the
election shall not be held at an annual meeting, it may be t

subsequently held at any special meeting of the shareholders i
called for that purpose after proper notice. The Directors so
elected shall hold office until the next annual meeting and_until *

their respective successors, willing to serve, shall have been
elected and qualified. Directors need not be residents of the '

State of Illinois or shareholders of the Company. No person
shall be eligible for nomination or renomination as a Director by :
the management of the Company who, prior to the date of election,
shall have attained age seventy. No person who is an employe or

'

a former employe of the Company or of a subsidiary of-the Company
shall be eligible for nomination or renomination as a Director by
the management of the Company for a term commencing after such
person ceases to be such an employe; provided, however, that any
Director of the Company who was a Director of Commonwealth Edison '

Company, an Illinois corporation, in office on' June 15, 1989 who
is or has been such an employe may be renominated as a Director
unless such person shall have attained age sixty-five on or
before the date of election of Directors. :

SECTION 2. Any vacancy occurring in the Board of Directors, '

including a vacancy created by an increase in the number of
,

directors, may be filled by election at an annual meeting or at a
special meeting of shareholders called for that purpose; pro-
vided, however, that any vacancy in the Board of Directors '

arising between meetings of shareholders by reason of an increase
in the number of directors or otherwise may be filled by the vote
of a majority of the directors then in office, although less than
a quorum. Any directors so elected shall serve until the next ,

annual meeting of shareholders.

-5-
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SECTION 3. A meeting of the Board of. Directors shall:be ;

held immediately, or as soon as practicable, after.the annual _ i
'

election of Directors in each year, provided a quorum forfsuch
meeting can be obtained. Notice of overy meeting of the Board,
stating the-time and place at which such. meeting.will be held,
shall be given to each Director personally, by telephone or by
other_means of communication at least one day, or by depositing
.the same in the mails properly addressed at least.two days.before
the day of such meeting. A meeting of the Board of Directors may ,

be called at any time by the Chairman or by any two Directors and *

shall be held at such place as shall be specified-in the notice j
for such meeting. .'

i

SECTION 4. A majority of the number of Directors then in ;
'

office, but not less than six, shall constitute a quorum for the
transaction of business at any meeting of the Board, but a lesser
number may adjourn the meeting from time to time until a quorum
is obtained, or may adjourn sine die. The act of the majority of
-the Directors present at a meeting at which a quorum is present-
shall be the act of the Board of Directors. '

:

-SECTION 5. Each member of the Board not receiving a salary i
'

from the Company'or a subsidiary of the company shall be paid
such fees as the Board of Directors may from time to time, by

'

resolution adopted by the affirmative vote of a majority of the
Directors then in office, and irrespective of any personal

.
,

interest of any of its members, determine. The Directors shall
be paid their reasonable expenses, if any, of attendance at each ;

meeting of the Board of Directors. Members of any committee of I

the Board of Directors may be allowed like fees and expenses for I

service on or attendance at meetings of such committee. No such i

payment shall preclude any Director from serving the Company-in _;

any other capacity and receiving compensation therefor.
1

SECTION 6. A Director of the company who is present at a ;

meeting of the Board of Directors at which action is taken on any
corporate matter shall be conclusively presumed to have assented i

to the action taken unless his or her dissent shall be entered in
the minutes of the meeting or unless he shall file his or her !

written dissent to such action with the person acting as Secre-
tary of the meeting before the adjournment thereof or shall 'j
forward such dissent by registered mail to the Secretary of the .

Company immediately after the adjournment of the meeting. Such
right to dissent shall not apply to a director who voted in favor j

of such action.

;

|
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ARTICLE IV.

COMMITTEES OF'THE BOARD OF DIRECTORS.
*SECTION 1. There shall be an Executive Committee of the

Board consisting of five members. The Board of Directors shall,
at its first meeting after the annual meeting of the shareholders
in each year, elect a chairman and the four other members of the
Executive Committee. The remaining Directors shall constitute

'';

alternates to serve temporarily, and as far as practicable in
rotation (in such order as shall be established by the Board), in j
the place of any member who may be unable to serve. The Chairman.

,

or the Directors calling a meeting of the-Executive Committee
!

shall call upon alternates, in rotation, to serve as herein ;
provided. When any alternate serves, the minutes of the meeting ;

shall record the name of the member in whose place such alternate ,

serves. The Directors elected as members of the Executive
Committee shall serve as such for one year and :intil their
respective successors, willing to serve, shall.have been elected.
The Executive Committee shall, when the Board is not in session,.
have and may exercise all of the authority of the Board of ;

Directors, subject to the limitations set forth in Section 10 of j

this Article IV. Vacancies in the membership of the Executive !

Committee shall be filled by the Board of Directors. The Execu- t

tive Committee shall keep minutes of the proceedings at its '

meetings. i

SECTION 2. There shall be an Audit Committee of the Board 'f
consisting of not less than three nor more than five members wh6
are not employes of the Company. The Directors elected as !
members of the Audit Committee shall serve as such for three
years and until their respective successors, willing to serve, -

shall have been elected, provided that, to the extent practica- t

ble, the members of the Audit Committee shall be elected for ;
staggered terms. The Board of Directors shall, at its first i

meeting after the annual meeting of' shareholders in each' year,
elect the successors of the members whose terms shall then 1
expire. The Board of Directors shall designate from time to time l

,

the member who is to serve as chairman of the Audit Committee. ;

The Audit Committee shall meet with the Company's independent '

auditors at least once each year to review'the Company's finan-
1

cial statements and the scope and results of such auditors' +

examinations, monitor the internal accounting controls and.
practices of the Company, review the annual report to sharehold- !

ers and make recommendations as to its approval to the Board and
recommend, subject to shareholder approval, the appointment of- !
independent auditors, and shall report its findings at least once ;

each year to the Board. The Audit Committee shall have-such
powers as it shall deem necessary for the performance of its ;
duties. Vacancies in the membership of the Audit Committee shall

-7-
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be filled by the Board of Directors. The Audit Committee shall ||
keep minutes of the proceedings at its-meetings. .

t

SECTION 3. There shall be a Compensation Committee of the i
Board consisting of those Directors who are not employes or i
former employes of the Company. The Board of Directors shall, at ;

its first meeting after the annual meeting of shareholders in |
each year, elect a chairman of the Compensation Committee. The |
Directors serving as members of the Compensation Committee shall |
serve as such for one year and until their respective successors, |
willing-to serve, shall have been elected. The Compensation i

Committee shall administer awards under the Company's Deferred :

Compensation Plan. The Compensation Committee shall have such j
power as it shall deem necessary for the performance of its '

duties. Vacancies in the membership of the Compensation Commit-
tee shall be filled by the Board of Directors. The Compensation f
Committee shall keep minutes of the proceedings at its meetings. [

SECTION 4. There shall be a Finance Committee of the Board ;
consisting of not less than three nor more than five members. |
The Board of Directors shall, at its first meeting after the ,

annual meeting of. shareholders in each year, elect a chairman and !

the other members of the Finance Committee. The Directors !
elected as members of the Finance Committee shall serve as such '

for one year and until their respective successors, willing to
serve, shall have been elected. The Finance Committee shall
review the scope and results of the Company's financing program
and review the Company's financial statements, construction i

budgets and cash budgets as they relate to the company's financ- !

ing program, and shall report its findings at least once each !

year to the Board. The Finance Committee shall have such power !
as it shall deem necessary for the performance of its duties. !
Vacancies in the membership of the Finance Committee shall be .j
filled by the Board of Directors. The Finance Committee shall i

keep minutes of the proceedings at its meetings. (
!

SECTION 5. There shall be a Nominating Committee of the j
Board consisting of not less than three nor more than five t

members, a majority of whom are not employes of the Company. The !
~

Board of Directors shall, at its first meeting after the annual ;

meeting of shareholders in each year, elect a chairman and the :

other members of the Nominating Committee. The Directors elected 1
as members of the Nominating Committee shall serve as such for ;

one year and until their respective successors, willing to serve, |
shall have been elected. The Nominating Committee shall review !

the requirements for serving as Director, review potential
candidates for Director, propose nominees for Director to the -

Board and recommend to the Board the successor to the Chairman
when a vacancy occurs in that position. The Nominating Committee ,

shall have such power as it shall deem necessary for the perform- |
ance of its duties. Vacancies in the membership of the Nominat- .

ing Committee shall be filled by the Board of Directors. The
;
.
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Nominating Committee shall keep minutes of the proceedings at its !
meetings. :

!

.SECTION 6. The Board of Directors may from time to time
1

-create other committees, standing or special, appoint Directors j
to serve on such committees and confer such powers upon such j
committees and revoke such powers and terminate the existence of j

such committees, as the Board at its pleasure may determine, ;

subject to the limitations set forth in Section 8.40 (c) of the - 1
Illinois Business Corporation Act of 1983, as: amended from time -i
to time. -|

|
SECTION 7. Meetings of any committee of the Board may be i

called at any time by the Chairman, by any-two Directors or by !

the chairman of the committee the meeting of which is being i
called and shall be held at such place as shall be designated'in !
the notice of such meeting. Notice of each committee meeting j
stating the time and place at which such meeting will be-held ,

shall be given to each member of the committee personally, or-by j
telegraph, or by depositing the same in the mails properly }
addressed, at least one day before the day of such meeting. A 'j
majority of the members of a committee shall constitute a quorum -

thereof but a lesser number may adjourn the meeting from time to !
time until a quorum is obtained, or may adjourn sine die. A-
majority vote of the members of a committee present at~a meeting "!

at which a quorum is present shall be necessary for committee
action. ;

;

SECTION 8. The Board of Directors may from time to time !
designate from among the Directors alternates.to serve on one or j
more committees as occasion may require. Whenever a quorum j
cannot be secured for any meeting of any committee from among the :
regular members thereof and designated alternates, the member or 1
members of such committee present at such meeting and not dis- t

qualified from voting thereat, whether or not he or they consti- i

tute a quorum, may unanimously appoint another member of the ;
Board of Directors to act at the meeting in place of such absent
or disqualified member. |

t

SECTION 9. .Every Director of the Company, or member of any. [
committee designated by the Board'of Directors pursuant to. j
authority conferred by these By-Laws, shall, in the performance !

of'his or her duties, be fully protected in relying in good faith ;
upon the records of the Company'and upon-such information, :
opinions, reports or statements presented to the company by any ;

of the Company's officers or employees, or committees of the
,

Board of Directors, or by any other person as to matters the j
Director or member reasonably believes are within such other

~~

person's professional or expert competence and who has been
,

)selected with reasonable care by or on behalf of the company.
:

h
;
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ARTICLE V. |

OFFICERS. |

SECTION 1 There shall be elected by the Board of Direc- '

tors, at its first meeting after the annual election of~ Directors
'

in each year if practicable, the following principal officers of j
the Company, namely: a Chairman, a President, such number of ,

Executive Vice-Presidents, Senior Vice Presidents and.Vice
Presidents as the Board at the time may decide upon, a Secretary,

,

a Treasurer and a Comptroller; and the Board may also provide for ;

a Vice Chairman and such other officers, and prescribe for each
of them such duties, as in its judgment may from time to time be
desirable to conduct the affairs of'the Company. No officer '

shall be elected for a term extending beyond the first day of the
,

month following the month in which such officer attains the age
of 65 years, on which date such officer shall be retired. The
Chairman shall be a Director of the Company; any other officer
above named may, but need not, be a Director of the Company.- Any ,

two or more offices may be held by the same person. All officers i

shall hold their respective offices until the first meeting of
the Board of Directors after the next succeeding annual election i

'
of Directors and until their successors, willing to serve, shall
have been elected, but any officer may be removed from office by

..'
the Board of Directors whenever in its judgment the best inter-
ests of the company will.be. served thereby. Such removal, ;

however, shall be without prejudice to the contract rights, if
any, of the person so removed. Election of an-officer shall not
of itself create contract rights.

SECTION 2. The Chairman shall be the chief executive
officer of the Company and shall have general authority over all {
the affairs of the Company, including the power to appoint and
discharge any and all officers, agents and employes of the. ;

Company not elected or appointed directly by the Board of Direc-
tors. The Chairman shall, when present, preside at all meetings
of the shareholders and of the Board of Directors. The Chairman
shall have authority to call special meetings of the-shareholders
and meetings of the Board of Directors, and of any committee of
the Board of Directors and, when neither the Board of Directors
nor the Executive Committee is in session, to suspend the author-
ity of any other officer or officers of the Company, subject,
however, to the pleasure of the Board of Directors or of the
Executive Committee at its next meeting. The Chairman, or such
other officer as the Chairman may direct, shall be responsible
for all internal audit functions, and the internal. audit person-
nel shall report directly to the Chairman or to such other

'

officer.

SECTION 3. In the absence or disability of the Chairman,
the powers and duties of the Chairman shall be performed by the

-10-
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President or , in the President's absence or disability, by such .

'
other principal officer as the Board of Directors or the Execu-
tive Committee may designate. L

SECTION 4. Except insofar as the Board of Directors, the
Executive Committee or the Chairman shall have devolved responsi-
bilities on the other principal officers, the President shall be "

t
'

responsible for the general management and direction of the
affairs of the Company, subject to the control of the Board of
Directors, the Executive Committee and the Chairman. The Presi- !
dent shall have such other powers and duties as usually devolve !
upon the President of a corporation and such further powers and !

duties as may be prescribed by the Board of Directors, the '

Executive Committee or the chairman. The President shall report
,

to the Chairman. I

SECTION 5. The Executive Vice Presidents, the Senior Vice
Presidents and the Vice Presidents shall have such powers and
duties as may be prescribed for them, respectively, by the Board .

.

r

of Directors, the Executive committee or the Chairman. Each of '

such officers shall report to the Chairman or such other officer
as the Chairman shall direct. i

!

SECTION 6. The Secretary shall attend all meetings of the ;

shareholders, of the Board of Directors and of each committee of
the Board of Directors, shall keep a true and faithful record
thereof in proper books and shall have the custody and care of ;

the corporate seal, records, minute books and stock books of the i

company and of such other books and papers as in the practical j

business operations of the company shall naturally belong in the ,

office or custody of the Secretary or as shall be placed in the
Secretary's custody by order of the Board of Directors or the
Executive Committee. The Secretary shall. keep or cause to be

,

kept a suitable record of the addresses of shareholders and
'

shall, except as may be otherwise required by statute or.the by- |
laws, sign and issue all notices required for meetings of share- t

holders, of the Board of Directors-and of the committees of the !
Board of Directors. Whenever requested by the requisite number :

of shareholders or Directors, the Secretary shall give notice, in
~

.

the name of the shareholder or shareholders or Director or !

Directors making the request, of a meeting of'the shareholders or
'

of the Board of Directors or of a committee of the Board of
Directors, as the case may be. The Secrecary shall sign all
papers to which the Secretary's signature may be necessary or
appropriate, shall affix and attest the seal of the Company to-
all instruments requiring the seal, shall have the authority to-
certify the by-laws, resolutions of the shareholders and Board of ,

Directors and ccmmittees of the Board of' Directors and other
documents of the Company as true and correct copies thereof and
shall have such other powers and duties as are commonly inciden-
tal to the office of Secretary and as may be prescribed by the
Board of Directors, the Executive Committee or the Chairman. The

-11- t
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Secretary shall report to the Chairman or such other officer as
the Chairman shall direct.

,

SECTION 7. The Treasurer shall have charge of and be
responsible for the collection, receipt, custody and disbursement

1

of the funds of the Company. The Treasurer shall deposit the !Company's funds in its name in such banks, trust companies or ,

safe deposit vaults as the Board of Directors may direct. Such >

funds.shall be subject to withdrawal only upon checks or drafts -

signed or authenticated in such manner as may be designated from
time to time by resolution of the Board of Directors or of'the _;Executive Committee. The Treasurer shall have the custody of '

such books and papers as in the practical business operations of
the company shall naturally belong in the office or custody of
the Treasurer or as shall be placed in the Treasurer's custody by
order of the Board of Directors.or the Executive Committee. The '{Treasurer shall have such other powers and duties as are commonly '

incidental to the office of Treasurer or as may be prescribed for
the Treasurer by the Board of Directors, the Executive Committee

..

!

-cur the Chairman. Securities owned by the Company shall be in the ,

custody of the Treasurer or of such other officers, agents or ;

depositaries as may be designated by the Board of Directors or
the Executive Committee. The Treasurer may be required to give |
bond to the Company for the faithful discharge of the duties of i

the Treasurer in such form and in such amount and with such.- |
surety as shall be determined by the Board of Directors. The'
Treasurer shall report to the Chairman or such other officer as j
the Chairman shall direct.

q|
SECTION 8. The Comptroller shall be responsible for the _{

executive direction of the accounting organization and'shall have *

functional supervision over the records of all other departments "

pertaining to revenues, expenses, money, securities, properties,
' '

s

materials and supplies. The Comptroller shall prescribe the form
of all vouchers, accounts and accounting procedures, and. reports
required by the various departments. The Comptroller shall be
responsible for the preparation and interpretation of all ac . -

counting reports and financial statements as required and for the
.

proper review and approval of all bills received for payment. No ;

bill or voucher shall be so approved unless the charges covered
by the bill or voucher shall have been previously approved '

through job order, requisition or otherwise by the head of the. ,

department in which it originated, or unless the Comptroller
.

shall otherwise be satisfied of its propriety and correctness, 1

The Comptroller shall have such other powers and duties as are
commonly incidental to the office of Comptroller or as may be

;

prescribed for the Comptroller by the' Board of Directors, the
,Executive Committee or the Chairman. The Comptroller may be -!required to give bond to the Company for the faithful discharge ;

of the duties of the Comptroller in such form and in such amount *

and with such surety as shall be determined by the Board of
i
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"Directors. The Comptroller shall report to the Chairman or such
other officer as the Chairman shall direct. t

i

SECTION 9. Assistant Secretaries, Assistant Treasurers and
'

Assistant Comptrollers, when elected or appointed, shall.respec-
tively assist the' Secretary, the Treasurer and the Comptroller in
the performance of the respective duties assigned to such princi- i
pal officers, and in assisting such principal. officer, each of '

such assistant officers shall for such purpose have the powers of
such principal officer. In case of the absence, disability, ,

death, resignation or removal from office of any principal
officer, such principal officer's duties shall, except as other- *

wise ordered by the Board of Directors or the Executive Commit-
tee, temporarily devolve upon such assistant officer as shall be
designated by the Chairman.

ARTICLE VI.

!INDEMNIFICATION.

SECTION 1. (a) A Director of the Company shall not be t

personally liable to the company or its shareholders for monetary }
damages for breach of fiduciary duty as a Director, except for
liability (i) for any breach of the Director's duty of loyalty to
the Company or its shareholders, (ii) for acts or omissions not 1

in good faith or that involve intentional misconduct or a knowing
violation of law, (iii) under Section 8.65 of'the Illinois
Business Corporation Act of 1983, as amended, or (iv) for any
transaction from which the Director derived an improper personal
. benefit. If the Illinois Business Corporation Act of 1983 is i

|amended to authorize corporate action further eliminating or
limiting the personal liability of Directors, then the liability
of a Director of the Company shall be eliminated or limited to
the full extent permitted by the Illinois Business Corporation !

Act of 1983, as so amended. Any repeal or modification of this 1
Section 1(a) by the shareholders of the Company shall not ad- j

versely affect any right or protection of a Director of the l

'

Company existing at the time of such repeal or modification.
,

(b) Each person who is or was or had agreed to become a
Director or officer of the Company, and each person who is or was .i
serving or who had agreed to serve at the request of the Board of
Directors or an officer of the Company as an employe or agent of- |
the Company or as a director, officer,-employe, or agent,~ trustee 't
or fiduciary of another corporation, partnership, joint venture,

'

trust or other enterprise (including the heirs, executors,
administrators or estate of such person), shall be indemnified by
Ethe Company to the full extent permitted by the Illinois Business
Corporation Act of 1983 or any other applicable laws as presently
or hereafter in effect. Without. limiting the generality of the ;

foregoing, the Company may enter into one or more agreements with a

t
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any person.which provide for indemnification greater or different !

than that provided in this 'Section 1(b) . Any repeal or modifica- |

-tion of this section 1(b) shall not adveraely affect any right or
-protection existing hereunder immediately prior r; such repeal or ;
modification.

.

SECTION 2. The provisions of this Article shall be deemed
to be a contract between the Company and each Director or officer |

who serves in any such capacity at any time while this Article is I

in effect, and any repeal or modification of this Article shall :t

| not affect any rights or obligations hereunder with respect to j

any state of facts then or theretofore existing or any action, 3

| suit or proceeding theretofore or thereafter brought or threat- :
L ened based in whole or in part upon any such state of facts. j

;

L SECTION 3. The indemnification provided or permitted by ;

L this Article shall not be deemed exclusive of any other rights to I
which those indemnified may be entitled by law or otherwise, and 1

shall continue as to a person who has ceased to be a Director, I

officer, employee or agent and sball inure to the benefit of the |
heirs, executors and administrators of such person. I

h SECTION 4. The Company may purchase and 2aintain insurance
,

i on behalf of any person who is or was a Direc or, officer, i
employee or agent of the Company, or who is or was serving at the i
request of the Company as a director, officer, employee or agent j
of another corporation or of a partnership, joint venture, trust i

L or other enterprise, against any liability asserted against-such
person and incurred by such person in any such capacity, or
arising out of his or her status as such, whether or not the 1

Company would have the power to indemnify such person against
such liability under the laws of the State of Illinois.

'

ARTICLE VII. ')

MISCELLANEOUS.

SECTION 1. No bills shall be paid by the Treasurer unless
reviewed and approved by the Comptroller or by some other person
or committee expressly authorized by the Board of Directors, the
Executive Committee, the Chairman or the Comptroller to review 1

and approve bills for payment.

SECTION 2. All checks, drafts or other orders _for payment |
of money issued in the name of the Company shall be signed by

~

such officers, employees or agents of the Company as sha11'from
time to time be designated by the Board of Directors,_the' Chair-- j
man, the chief financial officer of the Company or the Treasurer. J

u

SECTION 3. Any and all shares of stock of any corporation
| owned by the Company and any and all voting trust certificates

-14-
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owned by the Company calling for or r presenting shares of stock. ;

of any corporation may be voted at any meeting of the sharehold- . i
ers of such corporation or at any meeting of the holders of such
certificates, as the case may be, by any one of the principal- '

officers of the Company.upon any question which may be presented
at such meeting, and any such officer may, on behalf of.the
company, waive any notice required to be given of the calling of

.

such meeting and consent to the holding of any such meeting
'

without notice. Any such principal officer other than the
Secretary, acting together with the Secretary or an Assistant
Secretary, shall have authority to give to any person a written
proxy, in the name of the Company and under its corporate seal, ;

'to vote any or all shares of stock or any or all voting trust-
'

certificates owned by the Company upon any question that may be
presented at any such meeting of shareholders or certificate l
holders, with full power to waive any notice of the calling of !
such meeting and consent to the holding of such meeting without

'

notice.
,

SECTION 4. The fiscal year of the Company shall begin on
,

the first day of January and end on the last day of December in {
each year. :

i

ARTICLE VIII.
!

ALTERATION, AMENDMENT OR REPEAL OF BY-LAWS.

These by-laws may be altered, amended or repealed'by '

the shareholders or the Board of Directors.

;
,

!

,

!

;

5

!

!
i

1
1

|
j

i
1
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Exhibit 5:
CECO Holding Company
Form S-4 -

SID I.E Y & AUSTIN "l e * - 33-
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C2ncAc,o,1LLIxors 60603 '
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- TELEPuoNE 312:853-7000

.VW YORE TELEX 25-4304 smoArostr

WAS111Nr. ton, D.C. FACsIMu.E 312:853-7o36 Togyo >

'

Forsnnn1806

WRITER'S DIRECT Nt MBER

January 31, 1994
!

CECO Holding Company
10 South Dearborn Street
P.O. Box 767
Chicago, Illinois 60690-0767

Re: 215,770,000 Shares of Common Stock,
without nar value

.

Ladies and Gentlemen:
,

i

We refer to the Registration Statement on Form S-4 (the |
" Registration Statement") being filed by CECO Holding Company, an i
Illinois corporation (the " Company"), with the Securities and
Exchange Commission (the " Commission") under the Securities Act
of 1933, as amended (the " Securities Act"), relating to the
registration of 215,770,000 shares of Common Stock, without par
value (the "New Shares"), of the Company.

-|

We are familiar with the proceedings to date with )
respect to the proposed issuance, sale and delivery of the New |
Shares and have examined such records, documents and questions of H
law, and satisfied ourselves as to such matters of fa.ct, as we
have considered relevant and necessary as a basis for the
opinions-expressed herein.

Based on the foregoing, we are of the opinion that: )

1. The Company is duly.. incorporated and validly
existing under the laws of the State of Illinois. J

)
2. The New Shares will-be legally issued, fully paid ;

and non-assessable when (i) the Registration Statement, as
finally amended, shall have become effective under the Securities- I
Act; (ii) the Company's Board of Directors'shall-have duly._ j
adopted final resolutions authorizing the issuance,_ sale and.-

,

delivery of the New Shares as contemplated by the Registration !

Statement; (iii) in the case of the New Shares issuable pursuant
to the sale of such shares under the Employe Savings and .!
Investment Plan and Employe Stock Purchase Plan (the "Stoc |

Purchase Plan") of Commonwealth Edison Company, an Illinois I

corporation (" Edison"), post-effective amendments to the

i

I
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SIDLEY & AUSTIN CHICAGO I

CECO Holding Company
January 31, 1994 i
Page 2 i

Registration Statement on Form S-8 shall have been filed with the '

,

Commission and become effective under the Securities Act and all '

other conditions and requirements applicable to the delivery of ..

such New Shares upon such sale in accordance with the governing
instruments shall have been duly satisfied; (iv) in the case of

,

the New Shares issuable pursuant to the sale of such shares under. [
the Stock Purchase Plan, certificates representing the New Shares
shall have been duly executed, countersigned and registered and i

duly delivered to the persons entitled thereto against receipt'of
the agreed consideration therefor; and (v) the merger of CECO
Merging Corporation, an Illinois corporation, with and into
Edison described in the Registration Statement shall have become
effective as described therein.

:

We do not find it necessary for the purposes of this
opinion to cover, and accordingly we express no opinion as to, i
the application of the securities or blue sky laws of the various

,

states to the sale of the New Shares.

We hereby consent to the filing of this opinion letter
.

as an Exhibit to the Registration Statement and to all references 'l

to our firm included in or made a part of the Registration
.

Statement. ?

Very truly yours,

<r h '%,

i
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Exhibit 8.

CECO Holding Company
Form S-4

SIDI,EY & AUSTIN File No. 33-
A PARTNER $IIIP INCLL' DING PROFLE&lONAL CORPOR ATIONS

i ONr FInsT NATIONAL PLAZA

LOS ANGELts LONDON
- TrLnrnoxr 312:853-7000

NWY RE Trtrx 25-4364 SINGAPORE
'

WASHINGTON, D.C. FACSIMILE G12: 853-7030 roYvo
125%

AretfMfy
1866-1991warrra s marcT srxsta

January 28, 1994

Commonwealth Edison Company
10 South Dcarborn Street
Post Office Box 767
Chicago, Illinois 60690-0767

Gentlemen: ;

'

We are counsel to Commonwealth Edinon Company, an
Illinois corporation (" Edison"). We have been requested by
Edison to render this opinion in connection with a proposed
corporate restructuring (the " Merger") in which Edison will

,

become a subsidiary of a new holding company currently named CECO
Holding Company (" Holding Company"), with the current holders of
the outstanding shares of Edison Common Stock becoming the ,

holders of all the outstanding shares of common stock of Holding i

Company.

Edison has entered into an Agreement and Plan of Merger
(the " Merger Agreene.nt"), dated as of January 28, 1994, and a '

Supplemental Agreement, dated as of January 28, 1994, pursuant to
which CECO Merging Corporation (" Merging Corp."), a newly
organized Illinois corporation which is a wholly-owned subsidiary
of Holding Company, will be merged into Edison. As a result of
the Merger, each share of Edison Common Stock will be convertad ~!into one share of Holding Company Common Stock and Edison will
become a subsidiary of Holding Company. The proposed
transaction, the Merger Agreement and the Supplemental Agreement
are more fully described in the Registration Statement on Form S-
4 to be filed by Holding Company with the Securities and Exchange
Commission on January 31, 1994, pursuant to the Securities Act of
1933, as amended (the " Registration Statement"). Defined terms a

not otherwise defined herein have the meanings ascribed to them '

in the Registration Statement.
,

Based upon our review of_the Registratio' Statement,
the Merger Agreement, the Supplemental Agreement -e nd such other *

documents as we have deemed necessary and upon certain
representations made by Edison, we are of the opinion that,
assuming the Merger and all other events occur as contemplated in
the Registration Statement, under the Federal income tax law in
effect on the date hereof:

__
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SIDLEY & AUSTIN CmCAGO
t

Commonwealth Edison Company
January 28, 1994
Page 2 *

i

1) no gain or loss will be recognized by non-
dissenting holders of Edison Common Stock upon the
conversion of Edison Common Stock into Holding Company
Common Stock in the Merger;

2) no gain or loss will be recognized by non-
dissenting holders of Edison Preferred Stock or Edison
Preference Stock as a result of the Merger;

3) the basis of the Holding Company Common Stock
deemed received in the Merger by non-dissenting holders of
Edison Common Stock will be the same as the basis of the

'Edison Common Stock converted into such Holding Company
Common Stock in the Merger;

4) the holding period of Holding Company Common
Stock deemed received in the Merger by non-dissenting
holders of Edison Common Stock will include the period
during which they held the Edison Common Stock converted
into such Holding company Common Stock in the Merger,
provided such Edison Common Stock is held as a capital asset
by such holders at the effective time of the Merger; and

5) no gain or loss will be recognized by Holding ,

Company or Edison as a result of the Merger.

Very truly yours,

S T Mb
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Exhibit 23 (b)
CECO Holding Company
Form S-4 ~ |
File No. 33-

i

CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

As independent public accountants, we hereby consent to the
incorporation by reference in this Form S-4 Registration
Statement of our reports dated January 28, 1993, included or
incorporated by reference in Commonwealth Edison Company's Annual
Report on Form 10-K for the year ended December 31, 1992-and our
reports dated May 13, 1993, August 11, 1993 and November 10,
1993, included in Commonwealth Edison Company's Quarterly Reports '

on Form 10-Q for the quarterly periods ended March 31, 1993, June'
30, 1993 and September 30, 1993. We also hereby consent to all '

references to our Firm included in this Form S-4 Registration *

Statement. :

. .-

Ob 4 ./A_ b

ARTHUR ANDERSEN & CO.

i

Chicago, Illinois
,

January 31, 1994

;
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[X) PLEASE MARK YOUR VOTES AS llN THIS EXAMPLE. Exhibit 99(a)
CECO Holdin, Company

. Form S-4
File No. 33-

'

-THIS PROXY / DIRECTION WHEN PROPERLY EXECUTED WILL BE VOTED IN THE MANNER DIRECTED
HEREIN. IF NO DIRECTION IS MADE, IT WILL BE VOTED FOR ELECTION OF DIRECTORS AND
FOR ITEMS B, C AND D.

;
...........______.............._________________ ... _____..____......__.__...__

'
FOR WITHHELD

JA.. Election of Directors . . [_] [_]
FOR except vote withheld from the following nominee (s): '

___............._____...

Director Nominees:

Jean Allard Byron Lee, Jr.
James W. Compton Edward A. Mason
Sue L. Gin James J. O'Connor
Donald P. Jacobs Frank A. Olson
George E. Johnson Samuel K. Skinner
Harvey Kapnick

,.

...... ...___ .._________._____._ ______....... _______

FOR AGAINST ABSTAIN
B. AGREEMENT AND PLAN OF MERGER [_] [_] [_]

FOR AGAINST ABSTAIN
C. AMENDMENT TO EDISON'S RESTATED ARTICLES [_] [_] [_]

FOR AGAINST ABSTAIN ~ i
D. APPOINTMENT OF AUDITORS [_] [_] [_]
........__.........__________ ......________.....___ ..._....... .......__...._

ff you have noted comments on the other side of the card, please mark box at
right. [_]

> ,

SIGNATURE (S) DATE
.

.

The signer hereby revokes all proxies heretofore given by the signer to vote at
said' meeting or any adjournments thereof.

NOTE: Please sign exactly as name appears hereon. Joint owners should each sign.
When signing as attorney, executor, administrator, trustee'or guardian,.please
give full title as such.
..____.. ....................__.......___..___........ ._.. ............______._

(COWONWEALTH EDISON LOGO APPEARS HERE)

TO OUR SHAREHOLDERS
t

The regular annual meeting of shareholders of Commonwealth Edison Company will.
be held on Tuesday, May 10, 1994 in the Grand Ballroom-of the Chicago Hilton and'
Towers, 720 South Michigan. Avenue, Chicago, Illinois. You are invited to attend.

!
The enclosed Proxy Statement describes several items of business to be i

conducted at that' meeting. Along with the usual. election of Directors and
appointment of auditors, you are asked to vote on a proposed' corporate . i

restructuring and an amendment to'the Commonwealth Edison Restated Articles of
incorporation.

As always, your vote is very important. This year.it will help to determ'ine '

the futute course of our Company. Therefore, I urge you to exercise your proxy
.and return it as early as possible. This action will expedite the tabulation- *

process and minimize costs associated with possible follow.up mailings or .;
reminder contacts. '

Even if you now expect to attend the annual meeting, please sign, date and ,

return the. accompanying proxy in.the enclosed addressed, postage paid envelope.
(You may revoke your proxy at any time before it is voted by delivering written
notice of such revocation to Commonwealth Edison, executing a subsequent proxy ,

or attending the annual meeting and voting in person.) 3

1

Sincerely,
,

i

James J. O'Connor '

Chairman j

1

-\

, .



COIMONWEALTH EDISON
10 South Dearborn Street

(COIMONWEALTH EDISON LOGO) Post Office Box 767 PROXY / DIRECTION
Chicago, Illinois 60690-0767

____...____.____..... _..._____.....____...... ___ ......._....___....____....._

THIS PHOXY/ DIRECTION IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS OF
COIMONWEALTH EDISON COMPANY (THE " COMPANY") FOR THE '

ANNUAL MEETING OF STOCKHOLDERS ON MAY 10 1994.

The undersigned appoints James J. O'Connor, Samuel K. Skinner and David A.
Scholz, or any of them, as Proxies each with the power to appoint his
substitute, and hereby authorizes them to represent and to vote, as designated
on the reverse side, all shares of the Company's stock held in the undersigned's
name and shares held by agents in Plans, hereafter described, subject to the
voting direction of the undersigned at the Annual Meeting of Stockholders to be
held on May 10, 1994, or any adjournment thereof and, in the Proxies'
discretion, to vote upon such other business as may properly come before the
meeting, all as more fully set forth i n the Proxy Statement related to such
meeting, receipt of which i s hereby acknowledged.

ALL SHARES VOTABLE HEREBY BY THE UNDERSIGNED INCLUDE. SHARES, IF ANY. HELD IN
THE NAME OF AGENTS, FOR THE BENEFIT OF THE UNDERSIGNED, IN THE COMPANY'S
DIVIDEND REINVESTMENT AND STOCK PURCHASE PLAN AND THE COMPANY'S EMPLOYE SAVINGS
AND INVESTMENT PLAN TRUST.

Comment / Change of address: -----------------

PLEASE SEE
REVERSE SIDE----------------------------------------------------------

_____ -_________
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EXHIBIT 99(b)
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Exhibit'99(b)
CECO Holding Co:npany )
Form S-4
File No. 33-

CONSENT OF PROSPECTIVE DIRECTOR

:

The undersigned, being a director of Commonwealth Edison a '

Company, an Illinois corporation, acting in accordance with Rule 438

promulgated under the Securities Act of 1933, as amended, hereby

consents to being named as a prospective director of CECO Holding
,
'

Company, an Illinois corporation, in the Registration Statement on

Form S-4 of CECO Holding Compa:1y.
i

i

Dated January 31 1994
|,

h-% &
/ Jean Allard
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CONSENT OF PROSPECTIVE DIRECTOR

The undersigned, being a director of Commonwealth Edison

Company, an Illinois corporation, acting in accordance with Rule.438 '

promulgated under the Securities Act-of 1933, as amended, hereby

consents to being named as a prospective director of CECO Holding '

Company, an Illinois corporation, in the Registration Statement on-
Form S-4 of CECO Holding Company.

.

Dated January 31 , 1994

b -|} *

X w. 'ts
/ James W. Compton
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CONSENT OF PROSPECTIVE DIRECTOR'
.

The undersigned, being a director of Commonwealth Edison *

Company, an Illinois corporation, acting in accordance with Rule-438 !

promulgated under-the Securities Act of 1933, as amended, hereby.

consents to being named as a prospective director'of CECO Holding

Company, an Illinois corporation, in the Registration Statement on

Form S-4 of CECO Holding Company. !

Dated January 31 1994 i,

i
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CONSENT OF PROSPECTIVE DIRECTOR
;

The undersigned, being a director of Commonwealth Edison '

Company, an Illinois corporation, acting in accordance with' Rule 438 -

promulgated under the Securities Act of 1933, as amended, hereby

consents to being named as a prospective director of CECO Holding
Company, an Illinois corporation, in the Registration Statement on

Form S-4 of CECO Holding Company.

Dated January 31 1994, :

'f /.
Donald Jacobs ,

:
.
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CONSENT OF PROSPECTIVE DIRECTOR-

The undersigned, being a director of Commonwealth Edison

. Company, an Illinois corporation, acting in accordance with Rule 438 -

promulgated under the Securities Act of 1933, as amended, hereby
i

consents to 'ving named as a prospective director of CECO, Holding ~

>

Company, an 111;nois corporation, in the Registration Statement on ;

t

Form S-4 of CECO Holding' Company.

Dated January 31 , 1994 -

'

/ .fs&f'

/ George hhson"
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CONSENT OF PROSPECTIVE DIRECTOR

The undersigned, being a director.of Commonwealth Edison

Company, an Illinois corporation, acting in accordance with Rule 438

promulgated under the Securities Act of 1933, as amended, hereby
>

consents to being named as a prospective director of CECO Holding +

:

Company, an Illinois corporation, in the Registration Statement on

Form S-4 of CECO Holding Company.

Dated January 31 1994 '
,

d) uau;,v , A.
..

-

Har y Kapnick
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CONSENT OF PROSPECTIVE DIRECTOR
v

The undersigned, being a director of Commonwealth Edison
.

Company, an Illinois corporation, acting in~accordance with Rule.438
,

. . ;

promulgated under the Securities Act of 1933, as amended, hereby

consents to being named as a prospective director of Ceco Holding [
Company, an Illinois corporation, in the Registration Statement on

,

Form S-4 of CECO Holding Company. ,

I

Dated January 31 1994. ),

,

Am ouaGr%

Byron Lee, "
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CONSENT OF PROSPECTIVE DIRECTOR

The undersigned, being a director of Commonwealth Edison '

Company, an Illinois corporation, acting in.accordance with Rule 438 i

promulgated under the Securities Act of 1933, as amended, hereby

consents to being named as a prospective director of CECO Holding
,

Company, an Illinois corporation, in the Registration Statement on
Form S-4 of CECO Holding Company.

Dated January 31 1994,

,

j$%Ta6{ (Ji)U
Edward A. Mason
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CONSENT OF PROSPECTIVE DIRECTOR !

The undersigned, being a director of Commonwealth Edison

Company, an Illinois corporation, acting in accordance with Rule:438- .i

promulgated under the Securities Act of 1933, as amended, hereby '
,

consents to being named as a prospective director of CECO Holding (
.

Company, an Illinois corporation, in the Registration Statement on' 'l
Form S-4 of CECO Holding Company. !

i

:1
i- Dated January 31 1994 I,

/ (

Kdolom ;

Frank A. Olson
'
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