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Commonw zalth Edison Company /1980 in Review

Earnings Higher
Earnings on common stock in 1980 were $2.97 per
share. This was 36¢ higher than 1979 earaings of
$£2.51 per share. The 1979 figure included about 12¢
due to the change that vear [rom bi=menrhly to month-
Iv billing

I'b= increase in 1980 earnings is due prinapally to
highe. rates, lower purchased power costs and larger
consccuction-related credus. However, these factors
were partly cffset by the recession. increased cperating
and maimntenance expenses higher interest and de-
precation charges, i reased taxes and more common
shares outstanding.  (See Munagement's Discussion
and Analysis of Finanaal Condition and Results of
Operations beginning on page 6.)

Sales Down, Revenues Up

Adjusted to eliminate the one-time effect of the change
to monthly bilhng i 1979, kilowatthour soles to ulti-
mate consumers were down 1L.6% in 1980

Because of the recession. kilowatthour sales to large
commercial and industrial customers decreased 7.6 %
Ae-o gstment {or the 1979 billing change, sales w
ro=. fenual customers were up 4.1 %, due '\ part to a
warsier summer in 1980, while sales to small commer-
aal and industrial customers were up 0.4%

Despite the decrease in kilewatthour sales. higher
charges produced & 22 27 increase in revenues. A de-
tailed breakdown of 1980 revenues and sales is shown
in the table at the bottom of page 3

The number of customers served at yvear-end was
2949 006, an increase of about 30,000 during the
veur

New Peak Load

With the first normal summer temperatures in three
vears, a new peak load of 14.2 million kiowarts was
established July 15, 1980. The new peak ocourred
during a heat wave which pushed temperatures into
the upper 990s. It broke the previous record of 13 9 mil-
hion kilowatts set in 1977

Rate Relief Granted
Effective February 7. 1980, the Ilhineis Commerce
Commisston granted the Company a rate increase of
about 14.47 based on 1979 saies. Unfortunately. that
inerease only temporarily halted the deterioration in
our fnancial condition. Accordingly. on August 8,
1980, we applied for a 197 % rate increase and.
because of our urgent need to raise additional capital.
asked that about half the increase be granted on an -
terim basis. The Commission authorized an interim
rate increase of about 8.97% , effective November 20,
1980, subject to refund with interest if not justified in
hearings on the full request. The interim increase is
expected 1o raise revenues by about $253 million on an
annual basis. However, because the higher rates were
applicable for only six weeks of the vear. their impact
on 1980 results was modest

So long as the interim rate order is effective. we are
required to cease capitalizir 3 allowance lor funds used
during cons‘ruction on that portion of our LaSalle
County Unit 1 investment not already included in the
Company’s rate base under the Commission's Feb-
ruary 1980 rate order. (See Management's Discussion
and Analysis of Financial Condition and Results o
Operations beginning on page 6

- . : - Change Average
l 980 nghhghlb Nince Annual ( .;.m;r
1981} 1979 Since 1970
Net Income on Common Stock S287.1 million up *3.5% up 8.1%
Earnings per Commeon and Common Equivalent Share 82,97 up 18.3% down 04%
Cash Dividends Paid per Common Share §2.60 —- up 1.7%
Electric Operating Reventies $3.324.0 mullion up 22.2% up 13.8%
Sales to Ulumate Consumers 61.2 builion kwh down 2067 up 3.1%
\verage Residenual Revenue® 6.23¢ per kwh up 21.97 up B.6%
Average Restdential Use 3,623 kwh down 0.7% up 1. 7%
Electric Customers at December 31 2.93 miflion up 0% up 1.37%
Peak Load 4.2 mullion kw up 2.9% up 3.2%

*Excludes Lght bully ser, ice
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More Rate Relief Sought
Hearings on our 19.7% rate increase application are
now in progress. Il our request is granted in full,
antival revenues would rise by abour $628 million,
including the nterim rate increase. based on sales for
the 12 months end=d April 30, 1980 By law, the Com-
mission must maae its hnal decision on our reguest
by July 6, 1981

While the interim increase is providing temporary
relief, its effect (and indeed the ~Hect of any increase
tinally allowed) will be eroded by the continuing high
rate of nflaton.

Securities Ratings Lowered
Ciring increased capital requirements together with
madequate earnings and internal cash generanon, a
maier raung agency in June reduced our first mort-
gage bond rating o A from A= and alse lowered its
ranngs on our unsecured debt and preterred and
‘-H'f'“‘l\tt stoc ks

Ihe key 1o improved credit ratngs is improved
earnings Lo achieve this, we are engaged in an inten-
sive effort 1o reduce costs, with tight restrictions on
wvertin.e, business travel, hinng, outside contracting
and other expenses. Of even greater importance is
wdeouate and timely rate reliel. Through such relief,
together with cost=control measures and improved
productivity, we hope that in nme the higher credit
ratings the Company previously zeld will be restored.

$5.7 Billion Construction Budget

Our hvesvear construction budget for electric plant
and equipment during the 1981-85 period is $3.7 il
lion, which indudes approximateiv $290 nullion for
environmental control tacilities. Year-byv-vear estimat-
ed expenditures are $1.300 million each in 1981 and
1O%2, 81,200 mullion in 1983, and $950 miilion each in
1983 and 1953 Construction expenditures for 1980
were S1, 180 million.

1980 Financings
During 1980 we completed major financings totaling
§940 milhon, as indicated below

Amount
Month Financing i millions )
February  Common Stock $139
February  Loans (hank holding
companies) 108)
March 14+ 7% Dehentures. Series &,

and 13% 7 Sinking Fund

Diebientures, Series 7 250
June First Mortgage 11'4% Bonds,

Series 40 G
June 9% Pollution Control

Cbitgauons 20
September  $12.73 Preference Stock 30
September 107+ % and 10% % Pollution

Control Obligations 40
December Commion Stock 141

Varous)  Nuclear Fuel (sale/lease-back) 149

Total $940

1980 Revenues and Sales Eleciric Operating Increase Kilowatthour Increase
Revenues (et Sales Over
i thousands 1976(1) { millions 1979¢1)
Residential $1.118.478 22.5% 17,861 kwh 0.6%
small commercial and industrial 1,105,637 23.5% IR9]8 0.2%
Large commercial and industrial R3.01s8 21.5% 18,821 T6%"°
Public authorities 238,823 228% 5,283 4270
Electric railroads 14.742 3235% 63 407
Ultimate consumers $3.262.700 227 % 61.248 kwh 2.6%°
Sales jor resale 38899 073
(Other revenues 22 444
Total $3,314 043 02.221 kwh
*hevrrive
For the vear ended Devember 3 1979 1he chaoge in late Masch 1978 1o manthly, feom Siemonthi hulling. orinapally affecung residential
custEmens, resuloed it addittional sleviric sperating revenuss of aboat $32 7 million and addiisnal kilowatthour saies of about 623 muliwn
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Summary of Selected Consolidated Financial Data

1980 1979 1978 1977 1976
~Millions of Dallars—

Electric operating revenues

Netincome .. ..o s. o

P24 2721 8283 82095

£1.908

Earnings per common and common equivalent share (in

dollars) .

lotal assets {(atendof year) . ..., .. ... ....... ...

Long-term debt, preference stock subject to mandatory
redemption requirements and the capitalized nuclear fuel

lease obligation (at end of year) ... .. .

Cash dividends declared per common share Gn dollars) ... § 260

$ 382 %297 '8 321 % 247 § 242

$ 297 8251 $330 828 S 32

oo S10177 0 89173 $7.924 S6.830 §$3.910
$ 53230 S4867 83,795 $3.2355 $2929
$245 8 240 § 240

$ 260

Management's Discassion and Analysis of
Financial Condition and Results of Operations

Liquidity and Capital Resources

The Company a:d s elecunic urtlity subsidiary. Common-
weaith Edison Company of Indiana. Inc. (the “compa-
nies ') are engaged 10 A CONINUMING CONSITUCTION Progrism
which has been and will be modified as necessary for adap-<
tation to changing economic conditions and umeliness of
rate relief, as well as other relevant factors. The construciion
program (excluding nuciear fuel) for the tive-year period
198185 calls for elecirie plant and equipment expenditures
of approximately 853700 mallion, including §1.360 mulhon
cach in 1981 and 1982, $1.200 million in 1983 and $950
million each in 1984 and 1983 These estimated expendi-
tures include $4.470 million for production facilives, $1.135
milliog for transmission and distribution facilities and $93
million for general plant, and assume that construction costs
will escalate 9% annually. Purchase commiunents, prin-
cipally retated to construction and nuclear fuel. approxima-
ad $1.868 million a1 Lizcember 31, 19380 In additon, the
vompamies have substanual commutreents for the purchase
ol coal unuer long-term coal coniracts.

Of the funds required for the 1981-83 construction pro-
gram, it is presently esimated that approximately 50% will
he provided from outside financing. In addition. approx-
imately $761 964 000 will be needed 1o refinance fiest mort-
gage bonds and loans from bank holding companies matur-
ing by the end of 1983 The twpe of financing will depend on
market conditions and the resulis of raie increase requests
during the five-year period. The Company expeots a portion
of Izs financing 1o be provided through the leasing of nuclear
tuel. The type of financing. f possible, will reflect the Com-
pany’'s goal 1o reduce the debt porton of s capitalization to
approximately 307 wward the end of the five-vear period
Reference is .nade 0 the Statements of Consoiidared
Changes in Financial Positton for the construction expendi-
rures and funds orovided internally from current cperations
tor the years 1980, 1979 and 1978

The Company's ability 1o finance the construction pro-
gram is dependen: upon electric rates which will proside a
level of earnings suthicten® 10 pav for that pertion of the con-
struction program to be financed from internal sources and
w maintain debt and preferred and preference stock cover-
ages and common stock equity earnings which will permi
the issuance of additional securities of the Company on rea-

0O

sonable terms. The necessity for exiensive plant expansion
in_an nllationary era. when the Company has been
required to seek large amounis of new capital at high costs,
coupled with additional costs impesed by regulatory delays
in vonstruction and ensironmenial complance require-
ments, has been a signiticant factor in the deterioration of
earnings. The deterioration of earnings has caused declines
in debt and preferred and preference stock coverages and
several downgradings of the Company's securities ratings
and has adversely affected the price and cost at which the
Company can sell equity and delit securities,

Results of Operations

Earnings Per Common Share. The Company ‘s earnings per
common and common equivalent share were $2.97 in 1980
$2.51 in 1979 and §3.30 in 1978, The decrease in earnings
per share reflects the effects of inflation on the Company's
Operating expenses, increases in provisions for dividends on
preferred and preference stocks and increases in the average
number of common shares outstanding, as well as the factors
discussed below, all without sutheient rate r2lief 10 offset ad-
verse cost trends.

Eiectric Operating Recenues. The Company’s kilowatt-
hour sales to ultimate consumers. with 1979 adjusted to
eliminate the effects of the change from bi-monthly 1o
mornthiv billing for certain customers, declined 1.6% and
0.1% in 1980 and 1979, respectively and increased 4.4% in
1973, The decline in kilowarthour sales in 1980 was sig-
nificamly atfected by the economic recession.

Rate increases granted by the Illinois Commerce Com-
mission had a significant effect on electric operating reve-
aues for the years 1980, 1979 and 1978 and are summarized
as follows:

Annual Revenue Amount
cinvmathons ) (a

Interim or

Etfeciive Daie  Permanent Increase

Niwember 20, 1980 [nerim 82804518

February 7. 1980 Permanen: 331 0l «
Ogrober 131979 Intenim § 352
Devember 14, 1778  Permanen: $ 49

fa! Based on twelve-muonth test periods used in rae arder

B} Subjert to refund wih interest if not made permanen:

¢/ Includes the interim increase effective Ocwoher 15, 1079
which with certiun exceptions was made permanent by the
February 6, 1980 order



Tax Status of 1980 Dividends
Cash dividends paid on common stock in 1980 were
$2.00 per share. Of this, the Company estimates that
92% was a return of capital {rather than ordinary
dividend income) for {ederal income tax purposes. All
1980 dividend pavments on the preferred and prefer-
ence stocks were ordinary dividend income

I'he Company reported this information on the sub-
stitute Form 1099 statements mailed to stockholders i
late January 1981, A letter of explanation also was in-
cluded. If vou were a stockholder of record in 1980 and
did not recerve a substitute Form 1099 statement and
letter of explanation please contact Commonwealth
Edison Shareholder Services, P, O. Box 707, Chicago,
Hlinois 60690

I'he Company’s estimate of return-of-capital divi-
dends is subject 1o adjustment by the Internal Revenue
Service

Affirmative Action in the 1980s
For nearly 60 vears the Company has had a nondis-
crimination policy, approved by the Board of Direc-
tors. Today our affirmative action plan reflects the
Company’s pohicy of equal opportunity in hiring and
promoting, regardless of race, color, religion, national
ongin, sex, handicap, age or other non-jh related
characterstics

One goal of our athrmative action program is to
equate the minority representation in Edison’s work
force with that in the labor market across our northern
Hlinois service area. About 227% of the people we serve
are members of minority groups, Carrently, minority
group members make up over 17 % of our total work
force. Consistent with the Company’s affirmative ac-
tion plan, wamen continue to assuice reore responsible
managerial and professional assignments.

Board, Management Changes

Elected to the Board of Directors for the first time at
the 1980 annual meeting wer Harvey Kapnick, Fi-
nancial Consultant. Thomas L. Martin, Jr., President
of the Iliinos Institute of Technology; and Edward A
Mason, Vice President. Research, of Standard Ol
Company (Indiana).

During the year, Thomas G. Avers retired as
Chairman and was elected Chairman of the Executive
Commuttee. He was succeeded by James ]. O'Connor,
who became Chairman and President. Wallace B.
Behnke, Jr. was elected Vice Chairman and Byron
Lee. Jr. and Bide L. Thomas were elected Executive
Vice Presidents

Also during 1980, George P. Rifakes, former Man-
ager of Fuel and Budgets. and Preston B. Kavanagh,
former Manager of Purchasing, were elected Vice
Presidents. Thomas J. Maiman was named Assistant
Vice President and | Patrick Sanders was appointed
Manager of Industrial Relauons. Klaus H. Wisiol,
former Division Vice President of Chicago-Central
Division, was named to the newly created position of
Manager of Load Managemen: and Conservation.
Robert J. M 'nning replaced M:. “Visiol as Chicago-
Central Division Vice President. Frank A Palmer
became Division Vice President-Nuclear Stations and
Richard E. VanDerway was named Division Vice
President-Fossil Stations.

Quarterly Market Price Range and

Dividen? Pavment—Common Stock Marker Price Range® Dividend
i High Low Per Share
19%1) by Quarter _
| st $21% $174; S$.63
2nd 23% 183% 63
Ird 225 194 63
4th 19% 164 b3
1979 by Quarter
131 §2° §25% S.63
2nd 257 222 63
drd 2 22% 65
4th 23% 197% 63
Az seported on the NY SE-Comipaite Fansad Lok 1ape
The Cormpany s comimen winek s itaded on the New Yori Mudwes: and Pacific Stock Exchanges. wish the teker svrnted CWE Ay Devenmner 17 198
HeTe were approsimaieis 263 000 hoddtets of record he WPy & CHMMGH Stk
3
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Commonwealth Edison Company and St bsidlary Companies

Statements of Consolidated Income

1980 1979 1978

—Thousands of Dallars—

ELECTRIC OPERATING REVENUES (Notes 14 and 15)

ELECTRIC OPERATING EXPENSES AND TAXES
Fuel ( Notes 1 and 21)
Purchased and interchanged pﬂw(’r——nrt
Operation 2=t ™ L
Maintenance .
Depreciation { Notes | and 21)
Taxes {except income ) (Note 13) .
Income taxes { Notes 1 and 12)—
Current —Federai .
—State -}
Deferred—Federal —net
—MNtate—net
Investment tax credits deferred—net  Notes | .'md l’!

ELECTRIC OPERATING INCOME .

CTHER INCOME AND DEDUCTIONS
Interest on long-term debt |
Interest on notes payable

Allowance for funds used during construction ( \mc 1)—

Borrowed funds. net of income taxes . .
Equity funds .

$3.324.043 §2,720922 $2.442.788

$1,167232 ~ § 962742 § 73380

115,392 163,205 30,045

461 873 406,179 354,249

206, 7R7 179,124 164 491

« - R Ly 269937 250,122 228871
S g 390,244 305,705 320876
103,241 61.813 70,050

14,601 8.711 9439

93 460 46,119 76,145

17.073 0,003 0.691

(8,310} ({3.9%]) 32537

$2.831 5330  S$2383832 $2.067.994
§ 492513 8 335090 § 374794

..... =N $(394189) §(298.354) $(240936

Current income tax credits 1pphuhle i nonnperaung acuvities (\nm l

and 12) ... - Er =
Miscellaneous—net

NET INCOME

PROVISION FOR DIVII IDENDS ON PREFERRED AND PRE FERE NCE

STOCKS
NET INCOME ON (O\l\l()\ STOCK

(37.133) (36422) (16,171
88,778 68.859 44,397
165,375 153.269 114679
106,731 77,305 51,332
(20072) (3.069) (7,337 )

$§(110510) § (38412) § (5383
§ 382003 $ 296678 § 320938

94,910 81,122 66,905
$ 287093 § 21495 § 254053

AVERAGE NUMBER OF COMMON AND COMMON EQUIVALENT

SHARES OUTSTANDING (in thousands) ; 96,569 85,759 76.939
EARNINGS PER COMMON AND CONMMON LQL IVALENT SHARE

{Note 1} 1. , $2.97 $2.51 $3.30

CASH DIVIDENDS DECLARED PER COMMON St ¥ E. iy $2.60 $2.60 $2.45

i ) Indicates deduction

Fhe accompanying Notes o Financial Starements are an integral part of the above statements

Report of Independent Public Accountants

[0 the Stockholders of O cvronwealth Edison Company

We have examined the ¢ nsolidated ba! 2¢- s and
statements of consolidated capializatior n - #alth
Edison Company (an Hlinots corr whs diary
compantes as of December 31, = = and the
related statements of consolidate o 2d earn-
mgs. premium on common stock 2w, other paid-i capital

and changes in financial position for each of the \t ree vears
in the pernd ended December 31, 1980 Our examinations
were made in accordance with generally accepted auditing
standards and, accordingly, included such tests of the ac-

Chicags. Hlinois,
January 30, 1981

counting records and such other auditing procedures as we
considered necessary in the circumstances

In our opinion, the financic| statements referred to above
present fairly the hnancial position of Commonwealth
Edison Company and subsidiary companies as of [e err.her
31, 1980, and 1979, and the results of their operac ns 2nd
changes in their financial position for each of :he t hrce vears
in the period ended December 31, 1980, all in confermity
with uncmtl\ accepted accounung principles applied on a
consistent basis

Gl Gnlavsan v G,

)
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Operating revenues increased S603.021 000 in 1980, of
which approximately $338 836,000 resulted from rare in-
creases etlecuve February 7, 1980 {including the related
interim inerease effective October 15, 19791 and November
20, 1980, $2683,689.000 from increased fuel adjustmens
charges hecause of higher fossil fuel rosts, tfset by a
$39 404,000 net decrease in other items. resuliing primarily
from the effect of the change from bi-monihly 10 monthly
blling i 1979,

Operating revenues inceeased 3278 134000 in 1979, of
which approximately $85221.000 resulted from rate in-
creases effective December 14 1978 and October 15, 19 9,
$160.505000 from incressed fuel adjustment charges
because of higher tossil fuel costs. 833,716,000 from the
change trom bi-monthly to monthly billing of residential
and certain commercial cusiomers and $5,434 000 from the
transter of revenues from resale customers which had been
recorded i other deferred credits pending a tinal federai
requlatary deciston on revised whalesale rate schedules,
offser by & $9 742000 decrease in revenues from decreased
kilowarthour sales (excluding the effect of the change from
bi=munthly 10 menthly biling) and other nems

Operaung revenues increased $347 771,000 in 1978, of
which approximately $141.611.000 resulted from rate in-
treases etiective October 14, 1977 and December 14, 1975,
$150.366.000 from increased fuel adjustment charges
because ot higher fossil fuel costs and $33.794 100 from 1n-
creased Kuowaithour sales and other iems

Referens= 1s made to Notes 14 and 15 of Notes to Finan-
cial Statements

Elvetrie Operating Experisey and Taxes. Fuel expense
has increased over the vears primarily as a result of in-
creases in the price of fuel consumed. Although there was a
decrease in net generation of electric energy in 1979 there
were signifwant increases in prior years. The change in the
mux of the sources of electric energy generation reflects
primarily the availability of the vanous wpes of generating
units during the respective vears. The cosi of fuel consumed,
net generation of eleciric energv and fuel sources of
kilow atthour genération are as follows:

e B e e e

190%4¢) 190 157
Gt of fuel consured
pei mutlion hiu
Cloal 19922  Je8ads 130 11e
Nutlear , MN3¥ec 28 . 24 10g
O SMRee T 4dg 270 Ine
Naturni gas 334 07¢ 270 The 390 31¢
\verage all fuels {68 3%¢ 138ade N SSe
Ner generation of ejeciric snergy
Pantlioes o kilowatithours HlR1D 2 133 86,879
Filei soarees of Kifow atthoi
{eneration
Caal % 33% ar
Nuelear 4] 40 45
(B3 11 12 i
Naturai ¢as 1 3 3
L 1067 1895
— = T

S e e i e = T ——

i e L s e ——

The Company has six nuclear generating units with an
aggregate capability of 6,030,000 kilowaus under consiruce
ton with scheduled service dates ranging from 1932 10 1986,
With the additon of these nuclear generaung units, the
Company anticipates that by the mid-1980"s over 30% of
the kilowatthour generation will be from nuclear generating
wAts,

The amounts of purchased and interchanged power ex-
penses during the vears were primanly affected by the
availability of generating units, weather and weather relat-
ed problems, Most of the kilowatthour purchases were at
prices lower than costs at which such kilowatthours could
have been generated on the Company's system at the time ot
purchase In 1979 the Company had prolonged generating
unit outages and prolonged severe weather which impaired
barge and rail delveries of coal and oil to fossil-fueled gen-
erating stations and hampered coal handling operations. In
197% the Company had an increase in energy supplied o
other utiliies, much of it emergency energy during the
prolonged coal siritke and exireme cold weather early in
1978,

For a discussion of taxes, except income taxes, reference is
made to Note 13 of Notes to Fancial Statements.

luterest on long-term debt and notes pavable increased
because of greater amounts of debt outstanding and higher
interest rates. During 1980, 1979 and 1978, average long-
term deht outstanding was $4.635 445 000, §3.895,445 000
and $3,306.410.000, respecuvely, and the average interest
rates thereon were 8 50% . 7.66% and 7.29%, respectively;
average notes pavable outstanding were $445.525.000,
$323.719.000 and 8206563 ,000, respectively, and the aver-
age interest rates thereon were 12.82%, 11.18% and
T.R3%  respeciively.

The amounts of allowance for funds used during con-
siruction {“AFUDC”) reflect increases in the levels of in-
vestment in construction work in progress and changes in the
annual rates as discussed in Note | of Notes w Financial
Statements, AFUDC does not contribute to ihe current cash
flow of the Company. For the year 1930, the equity com-
ponent constituted 43% of net income and the debt compo-
nent, representing interest costs expended, was equivalent 1o
237 of net income. In s onneciion with the rate order effec-
tive February 7, 1980, the Company has been allowed 1 in-
clude $343.5 million of construction work in progress refat-
ed 1w LaSalle County Unit 1 in the rate base and ceased 1o
capitalize AFUDC on such construction work in progress.
In connection with the interim rate order effecuve
November 20, 1980, the Company was required to cease
capitslizing AFUDC on the remainder of its investment in
LaSalle County Uniz ' which amounted 1o 8630 million at
December 31, 1986

Reference is made to Note 21 of Notes w0 Financial State-
ments regarding the effecs of inflation on selected sup-
plementary daia including cash dividends declared per coms
men share, the market price per common share and income
from continuing uperatons, on an inflation adjusted basis.

nli—amy
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Statements of Consolidated Capitalization

Frecember 31,

1980

1970

—Thousands of Dollars—

COMMON STOCK EQUITY | Notes 3, 6 and 7
Common stock, $12.50 Lar « ue per share--

Outstanding— 10830 * ¥ shares and 87 883,260 shares. respectively o K
Premium on common swee: nd other paid-in capital . b ac B0 U R s v 2 Bl ]
Treasury stock, at cost \ . B e i mdnas i el v s £ i
Capital stock and warrantexpense .. ... ..o i i s e :
Retained earnings ... ... .. SRt VP CT

PREFEKRED AND PREFERENCE STOCKS WITHOUT MANDATORY
REDEMPTION REQUIREMENTS (Notes 3 and 4)
Preference stock. cumulatve. without par value—outstanding—190,499 549 shares . .
§1 425 converuble preferred stock, cumulative, without par value—
Quitstanding—1,623,295 shares and 1 823 280 shares, respecuvely
Prior preferred stock, cumulative, $100 par value per share—no shares wxstandma

PREFERENCE STOCK SUBJECT TO MANDATORY REDEMPTION
REQUIREMENTS (Notes 3 and 3
Preference stock, cutnulative, without par value—
Outstanding— 10,406,200 shares and 10,200,000 shares, respectively

LUNG-TERM DEET ( Notes % und 20)
First mortgage bonds:
Maturing 1930 through 1985
8% % due July 1, 1980
8% % due April 1, 1981 | AR A T B N . PHC S E-
2% due Jomudry 1. B9 . Lo it w e ane e ki E o bk ks e ) RS
3% due July 11982 ..o
8% due October 1. 1982

9% due August 1, 1983 | .
3% due May 1, 1984 |
9% % due June 15, 1984 .

3% due April 1. 1985 .. . 12, vu s Y3 B 48 AEA L AR % B S Tt W ] 60 Y
ITdue June 1, 1985, . .. e i e et e
Maturing 1986 through 1995—314% 10 5 80%
Maturing 1996 through 2005—3% % 10 9% % |
Maturing 2006 through 2010—8% % 0 11%%

Debentures, due 1986 and 1987—121% and 14%4% . ... ... ... ..
Sinking fund deberitures. due 1996 through 2004—2%% 10 15%%
Sinking fund debentures, due 2008 through 2011 —3%4% 10 4% %
Pollution conirol obligations, due 2000 through 2010—374% to 10% %

Other long-term dedt -
Current maturities of long-term debt in ludcd in current § mbllmcs
Unamortized net debt discount and premium ( Note 1}

$1.333.756

$1,098.541

911.360 B8 929
(10) (o)
(14,286} (13.417)
662,174 029,996
$2.912.994 2534043

§ 432320

§ 432320

51.620 57950

§ 483940 § 490300
$§ G2RO81 § 3835567
s — $ 49009
39269 39.269
4.000 4 000
40,000 40 000

99 6495 99,693
125,000 125,000
50.000 50,000
200,000 200,000
100,006 100,000
4,000 4 000
190,000 190,000
1.075,000 1.073.000
T90.000 T30 000
$2.716.964  $2.705973
375,000 250,000
1,186,336 1.064.0619
49 468 33838
335.000) 275.004)
102.127 .’..“m
(139.342) (49 080)
(23°09) 120,621
$4.601 844 84281927
$5.620,839 $7 89| 837
1 4

() Indicates deduction

The saenipanying Notes w Financial Staements are an integral part of tf - above siatements
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December 31

Consolidated Balance Sheets

1980

1979

— Thousands of Dollars—

ASSETS
UTILITY PLANT (Notes [ %8 7 and 21)
Plant and equipment. atorinnal tost (includes construction work in progress of
$4. 198 muliton and 83,29 mullion. respectively )
Less— Accumulated provisics for depreciation

Nuclear tuel, at amortized cost ( Note 16)

Less—Accumulated deferred income taxes ( Nowe 2)

POLLUTION CONTROL FUNDS HELD BY TRUSTEE
INVESTMENTS
Subsidiaries not consalidated ( Notwe 1)
Orher investments. at cost |

CURRENT ASSETS
] I\h 1 \nl“ 93 R
Temporary cash investments. ar eost which apprmum.ms marker . .
Speeial deposits :

Recety abiles—

Customers

(hher

Provision for unc ullmublr accounts
Coal and fuel ol at average cost
Marerials and supplies. at average cost |,
Prepayments

DEFERRED CHARGES

LIABILITIES

CAPITALIZATION (see accompanving statements |
Commaon stock eguity :
Preterred and preference stocks without m.mdan»r\ rcdrmpunn rtquuemrms
Preference stock subject to mandatory redempuion requirement:
Long-term detn

CURRENT LIABILITIES
Notes pavable ( Note 91—
Commercial paper
Bank laans
Current maturines of lnnz—'erm dch'
\ecounts pavable
\cirued inierest
\cerued taxes
Dividends pavable
Custumer deposits
(the;

DEFERRED CREDITS
Nccumuiated deferred invesiment
Orther

{ Note 1

X crequs

COMMITMENTS AND CONTINGENT LIABILITIES ¢ Note 18)

811,965,860

19,810,932

2 334 809 2.096.394

$ 9.031.0%) $ 5,714,538
231,127 359,767

$ 9862178 § 9,074,305
957,732 839,199

$ B903446 8 8235100
| 203 § 647
§ 194186 § 178619
92,931 81.586

§ 287117

$ 260,205

$ 12328 § 14,804
B.002 120
26,405 12643
293 590 236858
16,348 14,415
(1,300) (1.500)
486,179 299 R00
BG 408 65.415
17 408 5.040
§ 943428 § 0647503
s 948 S 29062
$10.177,.142 §$ 9172615
4 ————— 4
§ 2912993 § 2334043
483 940 $90. m»
628,081 3R5.5
4 0601 844 4281, 0"
$ 2620839 § TR91.EY
§ 4580674 0§ 356740
3,800 3,800
139 342 49 R0
202.184 260807
116,642 85.531
130218 123,378
89.211 80,098
22156 18,244
31071 0,431
§ 1,233,398 $ 1008 109
$ 233677 0§ 241387
33,808 31,282

$ 260,883

§ 272669

Si0177.142
=

$ 9,172,615
eraesmaay

i ) Indicates deduction

The accompanying Noves 1o Financlal Starements sre an integral part of the above statements
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Notes to Financial Statements

(1) Summary of Signihcant Accounting Policies

Principles of Consolidation. The consolidated financial
statements include the accounts of all subsidiaries engaged
in the eleciric uility business. All significant intercompans
transactions hase been eliminated.

Individual financial statements of the Company have
been omitted because it is primarily an operatng company
and all subsidiaries included in the consolidated financial
statements are totallv-held subsidiaries. Financial siate-
ments of the Company’s nonconsolidated subsidiaries have
been omitted because, considered in the aggregaie, they
waould not constitute a significant subsidiary.

Inveitments : Subsidaries not Consalidated. The Com-
pany accounts for investments in its subsidiaries not con-
solidated in accordance with the equity method. At
December 31, 1980, 1979 and 1978, retained earnings in-
clude $18.334,000, $23.3589,000 and $19.076,000, respec-
tively, of undisiributed earnings of subsidiaries not
consolidated. The equity in earnings of subsidiaries not con-
seidated, which is inuluded in miscellaneous income. {or the
vears 15580, 1970 and 1978 was $965.000, $4.3062.000 and
$1.645.000. respectively. The Company’s investment in its
uranium subsidiary at December 31, 1980 includes abou:
$6.205 000 which represents the unamortized portion of the
purchase cost attributable 1o uranium ore reserves after tak-
ing account of the esumated net value of the subsidiary's
other assers at the date ef acqui.iion, This amount 1s being
amortized on the bass of uramium concentrate produced
from the reserves.

Depreciation. Depreciation is provided on the straight-
line basis by amortizing the cost of depreciable unlity plant
and equipment over estimated composite service lives Dur-
ing the years 1980, 1979 and 1978, provisions for deprecia-
tion approximated 3.72%, 3.68% and 3.63% . respectively.
of average depreciable utility plant and equipment. While
the eventual cost of reuring a nuclear generating unit is un-
certain at the present time, these composite depreciation
rates include sigmificant allowances for both interim
chemical cleaning and end-ol-life decontamination and re-
trement.

Amuortizaton of Nuclear Fuel The cost of nuclear fuel is
amortized to fuel expense based on the quantity of heat
produced for the ger.*ratuion of electric energy. Since October
1976, a provision for costs assoctated with disposal of spent
fuel has been included in nuclear fuel expense. Provisions
for spent fuel disposal costs are currently being recorded at
the rate of one mill per kilowatthour of nuclear generation
Such raie 15 reviewed periodically and the estumate it
revised, as deemed appropriate, on o prospective basis. In a
pend: 1 rate proceeding before the Hlinois Commerce Com-
misuo, the Company is proposing to increase the rate o
two mills per kilowatthour which would provide for es-
tumated disposal costs of fuel currently in reactors, and also
mak= additional provisions over a ten year period for es-
umated disposal costs of fuel already dischirged from reac-
tors. During the vears 19580, 1979 and 1978, provisions for
amortization of nuclear fuel, including provisions for spent
fuel disposal costs, were $91 578,000, §79,299.000 and
$80,460,000, respectively.

Income Tuxes The Company provides for deferred in-
come taxes on certain timing differences between ook and

R S WS S— s p—

e e s e e T ek e —_

tax accounting as discussed i Note 12 Income taxes
deferred in prior vears are charged or credited to income as
the uming differences reverse

Invesiment tax credits utilized are deferred and amortzed
through credits to income over the “ves of related properr,

Provisions for deferrals of  o. action-related income
tax benefits (e.g liberalized depn < .iation ) reflect consump-
tion of the plant and equipment 1o which they relate. Cone
sequently, they are similar w depreciation provisions. and
the related accumulaied deferred income taxes is a valuation
reserve like the accumulated provision for depreciation.

Income tax credits resulting from interest charges ap-
plicable to nonoperating activities, principally construction,
are classified as other income

Alluvance far Funds Used During Constriction
rAFL DG In accordance with uniform systems of accounts
prescribed by regulatory authorities. the Company capi-
talizes AFUDC which represents the estimated net cost of
funds used to hnance the construction program  Annual
ratesof 7657, 7.26% and 7.0% (net of income 1ax rates),
compounded semiannually. were used in 1980, 1979 and
1978, respectively, 1o determine the amounts of AFUDC.
These rates were caleulated in accordance with the formula
prescribed by the Federal Energy Regulatory Commussion.
Reference s made o the next 1o the last paragraph in Man-
agement's Discussion and Analvsis of Financial Condition
and Results of Operations

Unamartized Debt Discount, Premium and Expense
Debt discount, premium and expense on outstanding long-
term debit are being amortized over the lives of the respective
1ssues.

Garm on Reacquired Debentures. Gains resulting from
reacquisiiton by the Company of 1ts debenturcs to satisly
sinking fund requirements are recognized currently in other
income. net of related income tax effect. This method 15 con-
sistent with the treatment applied fur ratemaking purposes
The gain on reacquired debentures. net of income taxes, for
the years 1980, 1979 and 1978 was $2,207.000, $1,437 000
and §2.298 000, respectively

Earnings Per Common and Common Equicalent Shave,
Earnings per share were computed using the weighted aver-
age number of shares of vommon stock and common stock
equivalents outstanding. Additional shares of commun stack
which would be issued if all outstanding common stock pur-
chase warrants were converted inio comgmon stock have been
considered common stock equivalents

{2) Accumulated Deferred Income Taxes

Accumulated deferred ;ncome taxes have been deducted
from utility plant investment hecause 3 substantial portion
thereof, like the 2ccumulated provision for depreciation, is a
valuatien reserve and is deducted from plant investment in
arriving at the rate base used in ratemaking proceedings

(3} Authorized Shares and Voting
Rights of Capital Stocks

At December 31. 1980, the suthorized shires of capiral
stocks were: common stock—125 000,000 shares; prefers ace
stock—34 350,000 shares, $1423 convertible preferred
stock—1,623.293 shares, and prior preferred stock—
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Statements of Consolidated
Changes in Financial Position

19%0 1979 1978
— Thousands of Dollars—

FUNDS PROVIDED BY
Currer: operations—
Nei mncome
Deprecianion and amortization
Deferred inctome taxes and inves: ment wax credits—nel
Equin component of allowance tor funds used during construction
Other nen-cash nems—net

Funds provided internally
Issuance of secuntes—
Long-term debt
Capital siock
Sale of nuclear fuel
Increase n short-term borrowings

FUNDS APPLIED TO
Construction expenditures
Nuclear tuel expenditures
Equuy component of allowance for funds used during construction

Cash disidends dediared on captial stock
Retirement of 1051 mortgage honds for cash
Redeemed or reacquired preterence stock
Investment in subsidiaries not consolidated
Decrease in pollution control funds held by trustee

Intrease « Decrease) in working capital (other than short-term hnrrummb

and current maturities of long-term debn
Other 1tems—net

§ 32003 § 296,678 § 320933

361,515 329 421 309,331
110,222 34,445 118,083
(165,375} {153.269) (114,679)

3.341 (5,384} (5.010)

$ 691706 8§ 521,891 § 028683

465,774 916,223 545375
39G.018 $34,032 34m 423
139,925 P i
131934 34,995 98,210
$1.819.357  $§1.927.141 §1,620,691
_— = s

$1.170684 81292176  §1,317.207

123.793 139,620 160110
(165,373) 1153,269) {114.679)
$1.138.102  S$1.278,527 $1.362.638
349,825 309,105 257529
39 (09 139,504 83,321
T 091 7.230 S

21,033 19,220 41915
L4440 (43503) (36,309)
244,740 152,990 (95.217
10,001 24,368 7014
§1.819357  §1927.141  $1,620.691
——————3 ——————— ———————1

( ) Indicates deduction.

Statements of Consolidated
Retained Earnings

1980 1979 1978
— Theusands of Dollars—

BALANCE AT BEGINNING OF YEAR
NET INCOME

DEDUCT -
Cash dividends declared on—
Commuon stock
Preferred and preterence stocks
Premium and expense on preference stock redesmed

$ 62999 § 642717 8§ 579,288
382,003 296,678 320 958

$1,011999 § 939395 § 900.246

§ 234440 8 22337 8§ 189546
95.385 B1538 67 983

o 204 o
$ 349825 § 309399 § 257329

BALANY END OF YEAR § 662174 £ 620996 $ 642717
—————1 3 p—————— > ——
Stateinonts of Consolidated Premium on 1980 1978

Common Stock and Other Paid-in Capital

—«'r"\(“l‘vd.’d; of l,v-vijl\ ~

BALANCE AT BEGINNING OF YEAR :
ADD—Premium on issuance of comm stk and gain on reacquired
preterence stock

DEDUCT —~Transfer vo common stock acrount upon exercise ol warrants
BALANCE AT END OF YEAR

§ S18929 § 637100 § 574033

82,707 132,175 113 480
§ 911636 § 819275 § 687513
276 246 413

$ 911,360 $§ R'R020 § 6A7. 100
3 = —————————

The ace npanving Notes 1o Financial Statements are an int=gral part of the sbove st3temen’s



R T W ———

e T e s

R —————

e

Notes to Financial Statements continued

Annual Sinking Fund Requirement and
Price Per Share 1 plus acerued and

Seres unpaid dividends. if any i

$I 875 130006 shares ar 825

$2.37% 150,000 shares at $25

§% 20 35,715 shares beqinming in 1982, at $100
$8.40 Series B 30,000 shares beginaing in 1983, at $106
85 85 37300 shares beginming in 1984, at $100
$92.2% 73000 shares beginning in 1985, at $100
$11.70 37,500 shares beginning in 1985, a: $100
$12.75 50,000 shares beginning in 1986, at $100

Annual remaining sinking fund requirements will
aggregate $3.905000 in 1981, $11,071,500 in 1982,
S14.071.500 w0 1983, 817 821,500 in 1984 and $29,07, 500
i 1985 During 1980 and 1979, 293800 shares and
300,000 shares. respectively, of preference stk subject (o
mandatory redempiion requirements were reacquired or
redeemed. No shares were reacquired or redeemed in 1978,
The Company has non-cumulative options to increase the
annual sinking fund pay nents on each sinking fund re-
quirement dite w ceure an addinional 20,000 shares of
both the $2.875 series and the $2.375 series, an additional
30000 shares of the $8 4. Series B beginning in | 783, an
adduional 37500 shares of the $11.70 series beginning in
1985 and an additional 30.000 shares of the $12.75 serjes
beginning in 1986 The excess, il any, of the redemption
price over the carrving value of preference shares retired
will be charged 1o retuned earnings,

The involuntary liquidation prices per share of the out-
standing preference stock subject to mandatory redemption
requirements are $24 10 for the $2.875 series; $24.15 for k.
$2 375 series; $100.06 for the $8.20 series; $99,326 for i
$8 40 Series B; $10000 for the $8.85 and $9.23 seri .,
$98.07 for the $11.70 sertes; and $99.21 for the $12.75 se-
ries, plus accrued and unpaid dividends, if any.

{6) Common Stock

At Decerrher 31, 1980, 8 328 089 shares of common stock
were reserved for the following purposes: 1,412 266 shares
for conversion of $1.425 convertible preferred stock;
482 312 shares for exercise of common stock purchase war-
rants; 5307208 shares for Awomatic Dividend Reinves
ment and Stock Purchase Plan; 961.229 shaves for Empio.e
Stock Purchase Plan: and 165,074 shares for Emplove Stock
Ownership Plan

During 1980, 1976 and 1978, shares of common stock,
$12.50 par value per share. were issued for the following
purposes

1980 1979 TTs

Public Offerings P OO0 G000 D00 6,006 005
\utemane Dividend Reinvest.

ment and Stock Porchase

Plan Y60 03) | 008 4R | 148,549
Converston of $1 425 et
ble preferred stoch 63193 385448 220 9%4
mela;\r Stk Purchase Plan 4% %10 3315158 28T .99
Conversion of warrants 2302 Rl 3019
Purchased with warrans ¥ 127 T

20,417,109 2833008 7 690,296
TIIIIITT T T

4

At December 31. 1980, the Company held in its treasury
330 shares of its common stock which were reacquired from
participants who withdrew from the Automatic Dwidend
Reinvestment and Stock Purchase Plan.

(7) Common Stock Purchase Warrants

At December 31, 1980 and 1979, 482,312 and 348,971
common stock purchase warrants, respectively, were out-
standing. Each warrant enttles the holder to purchase one
share of common stock for $30 or o convert such warrant
mto common stock at a conversion rate of one share of com-
mon stock for three warrants. The option to purchase shares
of common stock will expire on April 30, 1981, Thereafter.
any unexercised warrants will continue 1o be converuble in-
tw common stock. During 1980, 1979 and 1978, 66,639,
83,352 and 99.322 warrants. respectively, were exercised
both to purchase and for conversion into common stock.

(8) Long-Term Debt

Sinking fund requirements and scheduled maturines for
the years 1981 through 1985 for long-term debt outstanding
at December 31, 1980. after deducting debentures reac-
quired for satisfacuon of future sinking fund requirements
and deducting annual sinking tund requirements for mort-
gige bonds to be satisfied by available property additions,
are summarized as follows: 1981839343 000; 1982~
$160,352.000; 19838149 886.000, 1984—8§293 083,000
and 19%5--8169,300,000. Long-term debt maiuring within
one year has been included in current liabilities.

At December 31, 1980, the Company had outstanding
long-term notes payable to two bank holding companies due
July 15, 1981, for an aggregate of $100.000.000. at the
prevailing prime .aterest rate. Such rawe at December 31,
1980 was 21'2% . These obligations are included in current
maturities of long-term deb:.

The Company's outstanding first morigage bonds are
secured by a hien on substanually all property and fran-
chises, other than expressiy excepted property, owned by the
Company
(9) Notes Payable

The Company has unused bank lines of credit of
8474697000 st December 31, 1980, Of that amount
$326,700,000, substantially all of which expiies September
30. 1981, mav be borrowed at prevailing prime interest
rates. Borrowings may be made under these lines of credit
on unsecured notes of the Company. The remaining
$147.992.000 of the unused hank lines of credit is provided
in connection with the nuclear fuel lease agreement dis-
cussed in Note 16, The $300.000.000 maximum amount
avatlable under the nuclear fuel lease agreement is reduced
by the amount of nuclear fuel lease nbiigations outstanding
at any time under the agreement. This line of credit expires
January 30, 1985 and borrowings made against this line
will be at various interest rates

The Company maintains cash halances on deposit with
banks to provide operatng funds, 1o assure availability of its
lines of credit and to compensate the banks for other services
they perform for the Company. These bank balances for the
Company and consolidated subsidiaries are mainrained i
an average level of approximately $13.000.000 without for-
mal commitents o do so. As demand deposits, these
balances may be legally withdrawn at any time.
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B30U0 shares The preference stock is 1ssuable in series
and may be issued with or withous aandatory redemption
requirements. The preferred and preference stocks are nons
partcipating. Hoawers of shares at any time outstanding
regardiess of class. are entitled to one vone lor ex b ...

held on each matter submitted 10 a vote at a meeting of
stockholde . with the right w cumulate voes in all elections
for directors

‘4) Preferred and Pr: ference Stocks Witheut Manda-
tory Redemption Req arements

The series of preference swock without mandatery
redemption. requirements outstanding at December 31,
1980 are summarized as follows

Ageregate  Redempiion Price Per Share
Shares Stated {plus actrued and unpad
Series Ounstanding  Value dividends, if amyv)
— Thousands
of Dollars—

S$100 4249549  $106.239 26 prior o May 1, 1981, and
$25.25 thereafter

S200 2000000 21560 $262] prior w December 1,
1951 and §2604 therealier

§1.96 2000000 32440 827065 prior w December |
1982 and $27.11 thereafier

8§72 TE) ) T4.340  $103 prior 1o Narch 1, 1983,
and $101 ‘hereafter

S8 40 R T41TS 8163 prior 1o February 1. 1983,
and $101 thereatier

LR TS0 TA566  Non-callable prior to Apnl 1,
t982; $162.13 from Apnil 1,
1982 through March 31
1987 and $100 16 thereafier

10,499 349 $4132 320
> _

The shares of the $1.425 converuble preferred stock are
convertible at the option of the holders thereof, at any tme,
into tcommon stock currently a: the rate of 87/100ths of a
share of common stock for each share of converu'ile
preferred stock, subjeet o future adjustment. The com: -
ble preferred stock may be redeemed at $42 per share, ot
acerwed and unpaid dividends, if anv. During 1980, 1979
and 1978, 199,985 shares, 722,443 shares and 299.302
shares, respectively of the convertible preferred stock were
converied into commeon stock.

N shares of preferred or preterence siock without man-
datory redemption requiremenss were issued or reacemed
during 19830, 1979 and {978

The involumary liquid.ton prices per share of the out-
standing preferenes stock without mandatory redemption
requiremencs are $23.00 for the §1.90, 2,00 and $1 96 se-
ries, $99 12 for the 37 23 geries; $98 90 fur the $3.30) series;
and §$98.09 for the $8.38 series; plus acerued and unpaid
dividends. if any. The mvoluntary Liquidatton price of the
§1.425 convertible pref-rred siock is $31 80 per ¢hare, plus
accrued and unpard dividends, if any

(51 Preference Stock Subject to Mandatory Redemp-
tion Requirements
The series o preference stock subject 1© mandatory
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redemption  requirements outstanding at December 31,
1980 are summarized as follows.

Ageregare
Sated
Value

Redempuion Price Per Share
(plus accrued and anpaid
dividends. i any )

Shares

ooes Ousianding

— Thousands
of Dollars—
$2R7S 2608500 § 628635 Non-callable priee 1 Novem-
ber 1. 1984, exvept for sink-
ing fund, $26.30 from No-
vember 1. 1984 through Oc-
tober 31, 1985 and $25 23
thereafter
826 30 through Ocober 31,
1985, $25.75 from Nuvember
1. 1983 through Ocwoher 31,
1990, and $25.25 thereafter
Noni-callable prior 10 Novem-
her 1. 1987 except tor sunk-
ing fund, $103 from No-
vember 1. 1987 through Oc»
tober 31, 1992, §103 from
November 1. 1992 jhrough
October 31, 1997, and $101
thereatier

Non-callable prior w0 May 1.
1983, $103 from Mav 1.
1983 through \pril 20, 1984,
and $101 therealter

Non-callable prior to August 1,
1988, excepr for sinking
fund: $10% from. Nugust 1,
1988 through Julv 31, 1993,
$103 fram August 1, 1993
through July 31, 1998, and
$101 thereafter

Nonscallabsle prior 10 August |,
1989, excepr for sinking
fund: $103 from Augus: 1,
1989 through July 3. 1994;
$103 from August 1, 1994
through July 31, 1999, and
$101 thereafter

TA5 Non-callable prior e Novems
ber 1. 1989 excepr for sink-
ing fund: $103 from Nevem-
ber |, 1989 through Octo er
31,1994, $103 from Nove n-
ber i. 1994 through QOctober
31, 1999, and $101 thereafier

Nan-caliable prior 1o August |,
1G85, §$103 from August 1,
1983 through Juls 31, 1990,
and $101 thereafter

$2.375

$8.20 REURETY] 75 000

$% 40
Series B

TRO000 T4404

$8 85 TS0, 000 75004

n
<
o
e

SO 00 130000

T3 O

$11.79

S1275% SO0 1) 39,605

14 306, 200
E 3

$628 08
===

Shares ot preference stock subject to mandatory redemp-
tion requirsments were issued as fodlows: 300,000 shares in
1980, 2,250,000 shares in 1979 and 1,500.000 shases in
1978

The mandatory sinking fund requirements of outstanding
preference stock are summarized as follows

13
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N :tes to Financial Statements continued

with inierest pending final decisions on revised wholesale
rate schedules filed with the Federal Energy Regulatory
Commission. On September 14, 1979, the Commission
issued an order with respect to the rate scheduies effective
October 31, 1974 requining that additional studies be
prepared and filed with the Commission. The studies con-
cluded that any refunds required would be nominal, and in
November 1979, the Company transferred 1o operating
revenues $8 434,000, cepresenting that portion of such prior
years hillings which had been recorded in other deferred
credits pending a final decision. This wransfer increased
earnings per common and common equivalent <hare ap-
proximately $0.05 in the vear 1979 On Noverber 12,
1980, the Commission approved the rate schedules effective
October 31, 1974, Such order is presently being appealed
the LS. Court of Appeals for the District of Columbia Cir-
cuit, OF the $41.215000 subject 1o refund. $7.131.000
reflects billings under revised wholesale rate schedules effec-
tive September 1, 1979

At December 31, 1980, ballings o retail customers subject
to possible refund with interest were approximately
20,966,000, which represents billings under the Nlinais
Commerce Commissior interim rate order efiective
November 20, 1980. These billings to resale and retail cus-
tomers collected subject 10 possible refund are included in
operating revenues,

{15) Effect of Change to Monthly Billing

Pursuant 10 an order of the lilinois Commerce Commis-
sion, the Company, beginning during the latter part of
March 1979, changed from bi-monthly to manthly billing
for residential and certain commercial customers. This
change resulied in additional operating revenues of approxi-
mately $33,700.000 and additional earnings per ¢ommaon
and common equivalent share of approximately $0.12 for
the vear 1979

(16) Lease Obligations

Under a nuciear fuel lease agreement entered into in Jan-
uary 1980, a trust may purchase nuclear fuei and lease it o
the Company. The trust can borrow a maximum of
§360.006.000 1o fin.nee nucle.: fuel lease transactions. At
December 31. 1980, the Compary’s obligation w the trust
for nurlear fuel sold and leased back amounted 1o
$152.214.000 Lease pavments cover the amortization of the
nuclear fuei used in the Company's reactors plus the lessor’s
r=lated finance expenses

In addiion. the Compan, has leased certain other
properiv which would meet the ¢criteria requiring capi-
tafization under an accounting standard issued by the Fi-
nancial Accounting Standards Board However, since the
leases, including the nuclear fuel leases, are being treated as
operating leases for rutemaking purposes, they have been
sccoutited for in the same manner 17 such leases had been
capitalized. related assets and liabilities of approximately
$184 350,000 and $60,995 000 would have been recorded at
December 31, 19%0 and 1979, respeci.velv. The effect on
expenses for 1980. 1979 and 1978 would not have been
material

Future minimum rental pavments, net of executory rosts,
at December 31, 1980 for such leases, including the nuclear

i6

fuel lease and the other capralizable leases referred to
above, are estimated to aggregate $330.033.000, including
$20.933.000 in 1981, 247 341 000 1n 1982, §92.440,000 in
1983, 866,164,000 in 1984, $50,907.000 in 1983,
$50,810.000 in 1986-90 and §1,258,000 in 1991. The es-
timated interest component of such rental payments ag-
gregates $89.036,000.

(17) Joint Plant Ownership

The Company has a 73% undivided ownership interest
in the Quad-Cities nuclear generating station. 7 he Com-
pany is responsible tor 75% of all costs, and such vousts are
charged o appropriate investment, operation or mainte-
nance accounts. The Company provides its own financing.
At December 31, 1980, for its 75% proportion, the Com-
pany had imvested $211.469,000 in unlity plant in service,
$23.910,000 in construction work in progress and
$37.860,000 in unamoruzed nuclear fuel. The related ac-
cumulated provision for depreciation of utihty plamt w:
§39,319.000

(18) Commitments, Contingent Liabilities
and the Construction Program

Purchase commitments, principally related 1o construc-
ton and nuclear tuel, approximated $1.868 000,000 at
December 31. 1980. In addition, the companies have sub-
stantial commeitments for the purchase of coal under long-
term coal contracts,

The Company s a member of Nuclear Mutual Limited,

tablished > provide insurance coverage against property
damage to members’ nuclear generaung facilities. The
Company would be subjec: to a maximum assessment of ap-
proximately 390,000,000 in the event of losses.

The Company also is a member of Nuclear Electric In
surance Limited, established 10 provide insurance coverage
agunst the cost of replacement power during certain
prolonged accidental outages of nuclear generating unit
The Company would be subject to a maximum assessment
of approximately $47.000.000 in the event of losses.

In additon, the Nuclear Regulatory Commission’s in-
demnity for public liability coverage under the Price- Ander-
son Actis supported by a mandatory industry-wide program
under which owners of nuclear generating facilities could be
assessed in the event of nuclear incidents, Based on the
number of nuclear reactors presently in service, the Com-
pany would be subject 10 a maximum assessment of
$32.300.000 in the event of an incident, limited to a maxi-
mum of §65.000.000 in any calendar vear. For each a#
ditional nuclear reactor plaved in service, such max .num
assessments will increase $3.000.000 and $10,000 7 0, re-
spectively

The continuation of the Company's consuruction program
ts dependent upon adequate and tumels rate relief. Refer-
ence is made 1o the third paragraph in Management's Dis-
cussion and Analysis of Financial Condition and Results of
Operations

The Company is involved in administrative and legal
proceedings concerning air quality, water quality and other
matters. The outcome of these proceedings may or may not
require increases in the Company's future construction ex-
penditures and operating expenses.
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(10} Service Annutty Syitems and Post-Retirement
Health Care Benefits

The Company and Commenweaith Edison Company of
Indiana. Inc.. a consolidated subsidiary, (the “companses™)
have non=contribipiory service annuny svstems which cover
alt regular emploves. The service annuity svstems were
revised as of January 1, 1979 o increase pension benefits.
Provisions for contributions to the related trust funds for
1986, 1979 and 1978 were $34.093.000, $56,804.000 and
§49,308,000, respectively, and were equivalen: to actuarial
normal cosis based on the aggregate cost method. Parts of
the provisions are charged 1w construction costs,

The net assets available tor service annuity plan benefuts
at Junuary 1. 1980, the jatest actuarial valuanon date. was
$610.879,000 and :he actuarial present value of accymulat-
ed plan benetits, based on partucipants’ earmings and seryi s
rendered to such date and using a 7 0% rate of return. was
$554.695 00, of which $504,17 1,000 refated to vesied bene-

us. The companies also provide certain post-reticement
health care benefits 1o their reiirees and their dependents
and to surviving dependents of deveased retirees. The ac-
taarial present value of the lability for post-retirement
health care benefits at January 1, 1980 the latest actuarial
valuatton date. was approximately $36,902,000, the tund-
ing of which will be provided by the companies prospective-
Iv through a trust lund

(1) Emplove Stock Purchase Plan

U nider the Company’'s Emplove Stk Purchase Plan. all
regular full-time emploves. including officers but not direc-
tors who are nor officers or emploves. may accumulate up to
105 of their regular pay and on designated dates twice each
vear. in April and Ociober. use such accumulated savings to
purchase, at their oprion, common stock of the Company at
107 ot the desing market price on sach dates, but at nor less
than par value

12) Income Taxes

Provisions for current and deferred state and federal in-
come 1axes and mvesiment tax credits deferred for 1980,
1970 and 1978 resulred in effective tax rates of 35.3%,
284% and 37.3% _ respecuvely, on prestax book income for
suth vears of approxmmately $390, 173000, $413,205000
and $511,610.000, respectively. The principal differences
hetween these rates and the tederal statutory rates of 46.0%
4607 and 4307 for 1980, 1979 and 1978, respectively,
were (11 the etfect of stave income taxes which increases the
composite statutory rates 1w 49 64% . 48.90% and S0.08%
for 19840, 1979 aund 1978, respectively. and (11 the exclusion
from taxable income of the equity component of allowance
tor Tunds used duning construction, the federal income tax
effect of which, stated as a perventage of pre-tax book in-
come. was 129%  170% and 1085 for 1980, 1979 and
1975, respecrively.

Prinvisions for deferred income taxes on timing differences
hetween book and tax ascounting. net of reversats. of which
$110.333.000, $22.212.000 and $582,836,000 were charged
10 electric operanons fur 1950, 1979 and 1978, respectively,
and 5,001,000, §6 217 W00 :nd $2,707 000 were charged
1o orhier income and deductions for 1980, 1979 and 1978, re-
specively, were as follows

Eer B B B NN B ol el sl A = pummbier— et s s

NN S————

1980 1979 197K
— Thousands of Dollars—

Liberalized depreciation § 30968 §58942 §51934
Repair sllowance. 4406 2TO93 27 a4
Overheads capitalized 0546 19337 19250
Lass carsyforward 3213 (38934) —

Spent nuclear fuel disposal
CUsts : : [ 11932) \ l:.J‘Q} (11,134)
\dditional revenues from change

te monthly billing 6762 13243 —
Orher items—net 4,971 8224 {2.108)
$118.5334 SR429  SH5 543

At December 31, 1980, unused investment tax credits
were approximately 318,000,000, of which §93.000.000
may be carried torward theough 1985, $140,000,000 mav be
carried forward through 1986 and $83.000.000 mav be
carried forward through 1987 The 1979 loss for income tax
purposes may be carried forward through 19586, It is curs
rently expected thar, with reasonable rate relief. the unused
mvestment tax credus and the loss carrviorward will be
utilized b the expirauon dates,

(13) Taxes, Except Income Taxes

Prosisions tor taxes, except income raxes, for 9k, {979
and 1978 were as follows:

1980 1979 1978
— Thousands of Dollars—

Real esisie. personal property

and capstal stoek . $ 60825 § 3423 §123.566
Hiinois invested capital 4 366 2419 =
Hiinois pubte utility revenue 137446 128335 113993
Murniipal vulits gross re-

ceipis , - 50881 40740 43514
Municipal compensation 44,032 M.173 32910
Oxher RRILE 8784 3832

§390.244 $303.705 §320876
=——— ——— ==

Personal properiy taxes were abolished effective Junuary
i, 1979 by the Hinois Constizution. Replacement tax legis-
lation. efiective July 1, 1979 established a new state tax of
O 8% on invested capital of utilities and increased the stace
inCome 1AX rate on corporations ‘rom the previous tate of
4% 0 085 % unul January 1. 1981 and 10 6 3% thereafter
Because of the delay in enacimen: of such legislation and
uncertainties regarding the imposition of replacement taxes,
the Company's interim provisions for taxes ( except income )
for the vear 1979 included estimates which required adjust-
meat in ihe foursh quarte: . reflect expected liabilities
Had the expected liabilir s fw 1979 real estate and invested
capital raxes been rec 1 o0 wably during the vear, earn-
ings per commen an cununc n equivalent share would have
increased Lopreximaicy §7 07 and 8006 in the first and
se ond cuares of 1900 cespectively. and decreased ap-
proximat .. 37 15 ‘n the fourth guarter of 1979
(14) Revenues Subject to Possible Refund

Since October 31, 1974 the Company has billed
$41.205.000 to resale customers subject to possible refund

—
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Notes to Financial Statements cominued
Statements of Income Frcm Continuing Opcrations Adjusted for Changing Prices
1 9%0) 1979
\djusted Ad justed \djusied Addjusted
for Greneral for Changes in tor General for Changes in
Inflation® Specilic Prices® Inttation®* Specific Prices®®
{Constam Dollars) {Current Cost ) {Constant Dallors ) { Current Cost)
{ Note a) (Note ar I Note a) i Note a)
~alilhoos of Dollars—
Cumulative Fflect of Past Inilation on the Current Year
Net income on common stock from contnuing
operatons as reported. stated in average 1980}
dnilars = $ $ 287 § 24 $ 244
Decrease {or effec of sdauonal provisions for de-
reciation of plant and amortization of nuclear
uel to reflect the cumulanve effec of intlaion
since acquisition of such assets ( Note d) (M7 (5301 (275) (3421
Proporuonate offser 1o above amount of additional
depreciation and amortization primarily be-
cause of debi and non-converiible preference
stock financang of utlity property { Note h) . 234 371 195 384
Net income on common stock from continuing
operatons as adjusted for the cumulative effect
of past inflation on the current vew. ** . § 14 § 1M § o4 $ %o
e = —--- ==
Net wncorae per common and comnion equivalent
share
As reported, stated in average 1930 dollars $ 2% $ 29 § 285 § 283
As adjusted for the cumulative effect of past in-
flation on the current vear®®* . b ey $ 201 $ 136 $ 19 $ 100

Effect of Current Year's General Intlanon on Common Stockholders” Invesiment

Cost of cureent vear's gener il inflation on com-
mon stockholders’ investment arising from reg-
ulatory restrictions dgen the amount of net
uttlity plant and nuclear tuel costs recnverable as

depreciation and amortization ( Note g1 **** $i1,127) $(1L19
Offser v the cost of regulatory restrictions
primatily because of debt and non-converuble
preference siork Rnancing ( Note h) 798 g5
.38
Net cost of current year's general infiation on
tommon stockholders' investment ; $ 329 § (340
p—— - ——3

* Ar average 1980 price levels.
**Restated to average 1980 price le-els based on the Consumer Price Index for all Urban Consumers
PRI adduional provisions for depreciaton and amortt ien are reflected swithout the oifseiting effects resulting nrimari v bevause of debt
and nun-comertible preference stock finanang. net yavome (loss ! on comman stock from contunuing opera’ions at  verage 1980 price
levels would be o foss of £30 mtlion or 8031 per share in 1980 and & foss of 831 mullion or 80 36 per share v |17 % adju sted for general ine
tauon and o loss of $243 million or 8252 per share in 1980 4nd 4 loss of $29% million or $3.47 per share ', 197900 » current cost basis.
SEET A December 1, 1980 the currens coxt of nes utiliey plant. including nuclear fuel. before reductic . tor accumu ated deferred income
taxes, i evimmated at 319789 muilion and the hisorical et cost presemiby recoverable throan depreciation and amortuzauon was
§9 502 nullion, av December 31, 1979, the current cost of net utiliey plant. including nuclear fuel. befure reduction for accumulsted
deterred imcome taxes, al Decernber 31, 1980 price levels. is estimated 2t $21 ., 6 mithon and the historial net cost presenty recover-
able through deprecation and amortization was §10.199 milhon

Notes w Supplementary Information Concerning the
Effects of Changing Prices

P —————

a. General. The data adjusted for general inflavion were
determined by converting the historwcal cost of plant and
equipment, nuclear fuel and certain other wems into dollaes
of the same general purchasing power using the Consupier
Price Index for All Urban Consumers (the “Consumer
Price Index” ). The adjustments w recognize the efferts of
general inflation are intended 1w measure income after
retlecting the cost of mamiaming purchasing power of in-
vestors” dollars invested in the Company’s assets

i8

The datu adjusted for changes in specilic prices { current
et of nuclear generating equipment were based on the
0 of Constructing new capacity at current price levels. The
current cost of all other plant and equipment was estimated
by applving the Handv-Whitman Index of Publit Utility
Construction Costs to plant accounts by vintage vears. The
current cost of nuclear fuel was estimated by applving cur-
rent prices to exisiing nuclear fuel. The adjustments to
recognize the effects of currént cost are intended 1o measure

e R
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(19) gumtrh‘ Financial Information

Elecien Flevtrie
Operating  Wperating
kf\l"’l“(’w t.'}#_ ome

Earnings Per
Common and
Commaon
Equivalen: Share

Average Number of
Common and
Common Equivdlen:
Shares Ouisianding

Net Net Incame on
Inenme  Commoen Stock

S L TE T s
Three Months Ended Thousands ol

Dailars~ —~In Thousands—

Match 31, 1979 SHHR 340 S A IRT  § 3K 140 £ 299354 82 054 803"
June 30, 1979 $664.322 5 96,333 8§ 87 195 § 66,939 86,221 $U 78
September M} 1979 €735 404 SI12K.110 §1300%4 § 99247 86,078 $1.14
December 31, 1979 $632.647 8 33440 % 41089 $ 18.774 87.782 $0 21
March 3. 19%0 77078y 8 41565 8§ 609035 § 4373 N 832 &0 30
June 30, 1930 87282800 S1M 284§ To R $ 33332 9% 317 80 35
Seprember 31 U810 SOSNOTL S1o4970  S142.003 S1I9 454 O8 D80 £1.21
Devember 31, 1980 $833 969  S131.094  § 94099 § 69373 1060 G $C.69

Reference 1s made 1o Notes |3 and 14

(20) Subsequent Event

On January 29, 1981, the Company issued $130.000 100
principal amount of Fiest Morngage 14 % Bonds, Series 41,
due January 15, 1991 Procoeds from the sale unounted to
STAR 4835 500

121) Supplementary Information Concerning
the Effects of Changing Prices (U audited)

Intlation, or the loss in the value or purchasing power of
money resuling trom increases 1n the levels of prices, is
caused by a vaniety of tactors including government deticits,
sharp increases i tossil fuel costs low productivity gains
and a proliferation of government  »gulations

Business torporations, s well a5 Ladividuals, are affected
by inflavon because savings, or retenuons of dollars earned
atter paving all business or huusehold expenses and taxes, as
well s capial recoveries of dollars prevously mvested &
nat proside on adequate means. at todav’s nflated prices, 1o
replace the pooductive assers oeing deplated. Regulated elec-
tric unlites, the most oo pital intensive of major indasiries,
e severely allected by inflacon because i amounts ol 1n-
vestment in plant and nuclea fuel which can be 1 covered
through vevenues are limited by the reguldtory process.
New capital is required to proside funds for replacing facili-
tes that wear out or become obsolete, as well as for new
facthues necessary o acoommodiate griwth in consumers’
demands and 10 modiss sxisung facilites wooneer new en-
vironmental regquiremesits

The effects of inflation have not been adequately recog-
mized tor income tax or utility ratemaking purposes. When
rates of inflanon were low, the Company was able o offset
them with technological improvements and productivity
gains resulting frorm installaton of larger and more efficient
generanng, transmission and distribution facilities. How-
ever, in today’s economy with double digit inflation and in-
creasiag costs of environmental controls, the fatlure of
regulatory and taxing authorities to give adequate recogni-
tan 1o the effects of inflation has placed a severe financial
burden on the Company

Whether the effects of intlation on the Company will be
borne in future vears in part by customers or taxing authori-
ties or enurely by common stockholders will depend upon
the actions of state and federal regulatory authorites, prin-
cipally the Hlinois Commerce Commussion, and upon poten-
tal changes 1n income tax laws to recognize the etfects of
inflation

The Company's estimates of the effects of changine prices
(inflation ) on its operatons for the vears 1980 and 1979,
shown below, are presented in response to the Financial Ac-
ounting Standards Board Statemen: No. 33, “Finanaal
Reporiing and Changing Prices” ("FASB 337). The for-
mat has been revised from that presented in the 1979 An-
nua! Report in order to show more clearly the camulative
etfect of past inflation on earrungs for the current vear and
the etfect of the current vear's general intlation on common
stockholders” investment in the Company

Five-Year Comparisor f Selected Supplementary Financial Data Adjusted for the Effects of Changing Prices

s 1974 1978 9= 1976
Elertiin operaning revenues < miilions of doiiar: |
\s reg $3.324 §2721 82443 S2095 S1908
Resined in average 1988 dallars $3.324 S§3I089 S3086 2849 827462
Cosh dividends dedlaren per common share
\s reperted $§260 8200 §245 S04 § 240
Restared in average 1980 dollars €260 8§ 295 § 300 §$ 32 § AT
NMarker price per commaon share &t Décember 31
A4 reporied SIS 12 82000 $357% S$WMAR §3.6d
Restated in vear-end 19%0 dallars $I812 $2248 §$3279 §4010 40689
Nt ansers (comnon stock fgusy | o Deceriber 31, restated in vearsend 1980) dollars, as ad-
msted for general wilation and reflecting ceduction of net uuliny plant to recoverable
amoans {tllions of dojiars { Note g $1.913 $2848 $2921 82807 $2oM
—=—— = === =
\verage Consumer Price Index ( hase vear 196" =100 24068 MT4 1954 (8L 3 1705
= == gomse  momms
Yeur-end Consumer Prve lndex  base vear 1767 =100 2584 2209 2029 (861 1743
= e o mmm— e
'-.
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Notes to Financial Statements concluded

amoun' of common stockholders’ investment 10 be recovered
by provision. tor depreciation and amortization in the fu-
wire. Theretore, the Company believes that a change in the
hasie principles upon which its raies are set 1s now requireu
w allow [ such increased provisio=s. If pr-sent ratemaking
practices are not changed in the future w give appropriate
recognition to the full effects of inflaton, the effect of the
current vear s general inflanon would, at least in part, rep-
resent a current loss to common stockholders and would
reduce net income for the vear, In that event, the Company's
net income on common stock from continuing operations ad-
justed tor general inflation would be a loss at average 1980
price levels of as much as $42 million and as much as $96
mithion, in 1980 and 1979, respectively, While a recent deci-
sion of the Hlinois Supreme Court reathrmed a statutory
requirement that the Hinois Commerce Commussion con-
sider “fa r value” in ratemaking proceedings, the regulatory
cansequences of this decision, if any, are far from clear.

h. Clffset to the cost of regulatory vestrictons primaridy
becanse of debt and non-covvertibie _ﬂrf”i‘rt‘ﬂ.' ¢ stuck hnane-
my. By holding monetary assers, such as cash and receiv-
ables, the Company loses purchasing power during periods
of inflation because these items can purchase iess ar a future
date. Conversely, monetary liabilities, primarily long-term
debt and non-convertible preference stocks will be satisfied
with payments of fixed dollar amounts which are not affect-
ed by inflation subsequent w issuance. Because such obliga-
tons are fixed, there 1s a partial offset of the cost arising
from regulatory use of original cost for determining the
amount of utility plant and nuclear fuel costs recoverable as
depreciation and amortization Non-convertible preference
stocks were treated in the same manner as long-term debt
because there 1s no expectation that the purchasing power ot
such investments will Le maintained, but rather dividends
and redemption amounts are expected to be paid in fixed
numbers of dollars

To the Audit Committee of the Board of Directors
Commonwealth Edison Company :

We have made a study and evaluation of the svstem
ol internal accounting control of Commonwealth Edi-
son Company and subsidiary companies in effect at
December 31, 1980, Our study and evaluation was
conducted in accordance with standards established
the American Institute of Certified Public Account-
ants

T'he managemenr of Commonwealth Edison Com-
pany is responsise. or establishing and maintaining a
system of internal aceounting control. In fulfilling this
responsibility, estunates and judgments by manage-
ment are reguired to assess the expected benefits and
refated costs of control procedures. The objectives of a
Svstem are to provide management with reasonable
but net absolute, _ssurance that assets are sale-
guarded against loss from unauthorized use or dispo-
siton and that transactions are executed in accords
ance with management’s authorization and recorded

Chicago. Hlinois,
January 30, 1951

properly to permit the preparation of financial state-
ments in accordance with generally accepted account-
ing principles.

Because of inherent limitatons in any svstem of in-
ternal acrounting control, errors or irregularities may
occur and not be detected. Also. projection of any
evaluation of the system to future periods is subject to
the risk that precedures mav become inadequate
because of changes in conditions, or that the degree of
compliance with the procedures may deteriorate.

In our opinion, the system of internal accounting
control of Commonwealth Edison Company and sub-
sidiary companies in effect at Decembe- 31, 1 980. taken
as a whole, was sutficient to meet the objectives stated
above insofar as those objectives pertain to the preven.
tion or detection of errors or irregularities in amounts
that would be muterial in relation to the consclidated
Anancial statements

Cotlun G»--&-«-.&C
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income after retlerting the cost of muintaning the capabiliny
of the Compuny's svstem o provide elecinc sepvice at curs
rent price levels
[he ditlerence between these two methods f measuring
the effears of intlanoa eesults from current cost of utiliy
plant assers having tncreased at a rute different from the raie
of general inflanon.
The adpstments for changing prices reflected in the
Statements of Income from Continoing Operatons Adjusted
for Changing Prices were imited 1o deprecianon of plani
and equipment and amortization of nuciear fuel in ace
eordance with FASB 33
b A ubny plant. The da for plamt and equipment. in-
cluding constructon work in progress, were adjusted tor
general inflauon and for current cost as described above.
The resulung adjpusted data tor plant and equipment are 1o}
indicarive of the Company's future capital requirements
hecause the actual replacement of existing plant and equip-
nent will take place over many vears and s not likely w
involve a4 reproduciion of presently existing assets. The ae-
cumulated provisions for depreciation of plamt and equip-
ment in sercice under both of the mcthods described above
were estimaed for each magor Cass of plam and equip-
ment —nuddear production, lossil production, other produce
ton, transmission, distiibution and general plant by muln-
plving the adjusted cost data by a percentage representing
the ratio of the accumulated book depreciation to the book
vost ol existing depreciable plant in service tor each class of
nroperty at Docember 31, 1980, 1979 and 1978

The nuclear fuel data adjusted for general inHaton were
esumated by applying the appropriate Consumer Price
Index 1 the historical cost of nutlear tuel. The current cost
data were estimated by applving the curreni prices of
nuclear Tael at Devember 31, 1980 1979 and 1978, Under
both methods appropriate reductions were made for ac-
rumatlated amortizason and spere fuel disposal costs. The
weumulated amonizaaon for current cost was calculated by
muliiplying the current cost of nuvlear fuel by a percentage
representing the expired life at December 31, 1980, 1979
and 1978 The accumulared amortizanon adjusted for gen-
eral intlation was calculated by applung the appropriate
Consumer Price Index (0 the historial accumalved amors
vzation al December 3, 1980, 1979 and 1978
Although a substanual porton of aicumulated deferred
income raxes is deducted trom wtiliy plant investment in
arriving at the rae base used in ratemaking proceedings, acs
cumulated deferred meome taxes ot December 31, 1980,
1979 and 1978 were steated 44 monerary labilives, in
swreordance with FASB 313

o Coat qred fuel vl nzengonie: The hastorical cost of 1n-
semories of coal and fuel gif & December 3. 19580, 1979
and 197% way not adjusted for changing prices during the
venr hecause (he eifect on earnings would not he material
due 1o the relatively short wrnover period.
i Fael and degeecmivm vxpynies. Fuel expense was ad-
justed for the amortizatien of nuclear fuel. Nuclear fuel
amortization was ealculated by applving the nudear fuel
usage to the adusted vost data tor nuclear tuel and adding
appropriate allowances for spent fuel disposal costs
Depreciation expense was derermined by appiving the
rates and methods used for computing book depreciation to

the adjus.ed cost data for plant and equipment

¢. Dicvme faves Present mncome tax Liws do not permit
the use of high v deprecianon or amortizanon charges in the
computatien of “axable meome to reflect the eftects of infla-
uon. As a result Jcome taxes levied, in real rerms are sigs
mificantly in racess of the etfective and the statnory income
14X rates

[ Exeess of 1acrease n the geneval prace {evel sevr the in-
crease th current oost of net wirlity plant. The increase in the
general price level of net utlisy plant at average 1980 price
levels was $2.286 million and $2.463 mulhion in 1980 and
1979, respectively. The increase in the curren: cost of net
withity plant at average 1980 price levels was $969 millien
and 32048 million ir 1980 and 1979, respecively. The
excess of the increase in the general price level over the in-
crease in current cost of net uniliny plant of $1.317 milhon
and $415 nuthion in 1980 and 1979, respectively, shows that
the rate of general inflatnon as measured by the Consumer
Price Index was greater than the increase in the current cost
of net utility plant in both 1980 and 1979 However, the
current cost of net utiliy plant at December 31, 1980 and
1979 was higher than ner wility plant as adjusted tor gener-
al inttaion because the current wost of net atility plaat in-
creased at a greater rate than the rate of general intlation
over the hite of the plant.

¢ Effect of inflatem an comnian shackholders” intest-
ment Because the regulatory process himits the amount of
depreciacion expense included in the Company’s revenue al-
lowance wo the original cost of utlity plant invesiment, that
allowance produces cash flows which are inadequate 1o
provide tor replacement of that invesimient o luture vears or
preserse the purchasing power ol common equity capital
previously insested. Whale this etfect 1s parually offset by
the existence of debt and nonsconvertible preference stock
having tixed dollar obligations. the Company has a sig-
mi.ant net cost due to inflaion which has an effect on the
investment ol common swckholders. As shown in the
Statemenis. the common stockholders” invesument in plant
and nuclear tuel at average 1980 price levels was eroded by
$329 aullion and $340 million in 1950 and 1979 respective.
1y, as a resufl of cach vear's general intiation. Such costs are
not inc'udable for raremaking purposes. Although a small
portion tnereof s included in “he addiional deprecianion
and amortization in the stateme, ts showing the cumulative
effecr of past inflation on the cunsnt year: ue majority of
such coste will be included as simufar o An:stienis in future
vears. The cost of current vear's general intlation on com-
mon stockholders’ investment in plam und nuclear fuel,
before retlecting the offser primarily because of debt and
nof-convertibie preference stxk finunding. incivudes the ad-
ditional depreciation of plant and amortzation of nurlear
fuel at average 1930 price levels of $317 million and §275
million for 1940 and 1979, respectively, as well as the reduc-
ton of uiidity plant 1o lower recoverable amouns which is
orginal cost 2t average 1730 price leveis of $810 million and
$922 mitlion. for 198 ana 1979, respectively, This reduc-
non may be necessary o rysmaking conunues to limit the
recovery of plant invesument to original cost,

The desrimental effects ol the erosion of common stock.
holders’ inves:ment can be avoided o the exrent the regula-
ory process takes account of inflation in determining the
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Comparolter

Managers
Robert L. Bolger

Nssistant Ve Presidend

Paul ). Fenogho
Mansger of Compaoser Services

Arthur W, Klemnrath

NMonager of Ststion Construction

Thomas | Maiman
Assisiam Ve Presidem

James J. Muley
Nanager of Progeets

Deonald A, Petkus

Manager of Commsunisy Relatons

Ernest N1 Rath

Minuger of Insesiments

| Patrick Sanders
Ninager of Todusirn! Relanofs

James A Schueider
Operating Manager

Walter |. Shewski
Nanager of Quaiies Vssurance

Klaus H. Wistol

Nlanager of Load Masnagemen
and Compeer 300n

Division Vice Presidents

William J, Cormack
Chicugos North

Lester ] Dugas
ChioagesNouth

Anthony E. Enrteno
Northern | Northbeook

Charles G Harnach
Southern | Julier

Robert | NMunming
Chmago-t enrnl

Leslie W, Miihean
Woesterns o Laostibgsd 4

Arthur J. Moore
Rk River ¢ Rowitorsi §

Frank A Palmer
Niglegr Siations

Richard E. VanDerway
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