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Highlights ot 1990

*» Introduced 24-h
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® Farned 22¢ per share on common st

Excluding the non-recurring charges record

earned $2.39 per share on common stock
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The roed ahead: Comumitied t¢ providing the quality of service ouwr customers expec!

¢
OR.L‘_’.M‘ hd. T R 1 pm \ tornado sirikes southwest of Chicago. In less
minutes, J00-mph winds ravage a path 300 vards wide and 12 miles long thre
Kant | and Will counties. Three million dollars in damage to transmi
andl distribution facilities leaves 61,000 customers without power. Homes are i
destrove . and lives shattered
hundreds are seriously injured
and 29 will perish
No one could undo the
devastation tne tornado wrought. What Conimonwealth tdison could do
u
{
3
was restore electrical power—safely, quickly. and efficiently I‘
|
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the job was daunting: 126 crews worked around the
ane § &5
¥ WOrking aiongsnie
ot from o ) | i
10U K more than 280 utiiity poies and string

Demonstrato

more than 200,000 teet ansmission lines and

wne of owr Overnes
NI R

Schools w s

Ungen are reine

epaInng 300



onwealth Ldison

0 one customas

Meeting our customers unexpecied

service restoration tollowing outages and tornadoe torms the hea
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vision at Commonwealth Edi

134 Is &4 measurement

availabie 1o all customers an average

Of our pevformance ontinue to develop and

Lm;‘i:v\nl\f new strategles in pursuit of our vicior ncluding tutal quality

used to describe participative processes intended to improve the qualtity

gmpany
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nary results o

¢ Encouraging

on-time payment ot

ar accounts pavable department 1& working to further improve the

bills, Fisk generating station to improve storeroom service, and our Bolingbrook area offi

improve instatiation of new electric services

Total quality is not a destination. 1t's a journey, It's the way we will manage our

in the Company —identitving epportunities for

business. It involves evervone

improvement! and then developing solutions that work. It means better service for our

customerns, increased satistaction tor employes, and greater rewards for our shareholder

achieve sur vision through tota \ v, we at Commonwealth Edison wil

our customers measure us, We ars




A new look In customer service Keeping the lines of communication open

[ s
cally contralized telephone operation receives during reguiar business houts
than six mitlor alls eack vear. And there s one free phong number ftor
th esg alls ROOCEDISON Answering that number 24 hours a day davs
a week —are traaned ustomer Service Representatives equipped with the
Knowiedse 10 respon { USTOMEY SErvice requests or gquesiions

wWe implemented 24-hour service and the B0 pamber 10 mak

it easier for customerns to communicate with us and obtain iimety, ethdrent

solutions to their problems
Howeve responsibility tor Customer service does not rest soledy
with Customer Service Renresentatives. We believe emplo

y¢ has

customer service responsibility either serving tr LA P




1790 Revenues-Ultimate Consumers

ransmission




Lommercial and 1ingqusty al vstomers account or i half of the ( ompany s
revenue. They are also the Hifeblood of the northern [Hinois economy, as they account rot
~
more than three~gquarters of all new Jobs In our area
CUr new strategies 'v!',“ TOCUE ON Wavs 1o 1 v and satisfy customers needs as
.
. '
\ . y v
y determined by them. Pursuing our vision ted to the creation of an operating team
. \ o
¢ +
bk mn\;w.w\‘ of employes from our geographical ofces, 1o targel activities for attention. For
s .
1 i
. ’ 2ach acavily team developed concrete objectives with measurable criteria and
- 'l
guartifiable goals. For example, service reliability
1 »
. Secame a strategic goa!l from which came three
) .
."
B M .
J Critical measures for improvement over the next five
’
vears ® Reduce by 10 percent annually éhe
) iy numb. r OF primary distribu'ion lines expeti nCing two or more interruptions p
*»
year ® Develop a system for ‘racking momen tary interruptions ® Reduce the time
Oy
\
£ { takes L0 restare service Dy perce ach vear
€
\
L
‘
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District and division superintendents are Commonwealth Edison

WOrk with governmental units and commuanity

VISIDIe symbol Oof our commitment o the communities we serve

The service that Commonwealth Edisen provides to its governmental custos

cannot bpe measured in Kilovw atthours ajione. We understand th mport

and prosperity of people in northern [linois. We olso recognize government's need

$. Thess men and

o
10V ey
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e o the

down taxes while improving infrastracture and service. 1o aid in these etiorts

wh

health

~

Commonwealth Edison assists in whatever way it can, including the identification of

VArious aiternatives 1in the orovision of electric servive to ‘hese governmner

Because of

almost every cormunity we serve values an ongoing relationship. This ve

communities— Amboy, Barrington Hills, Burr Ridge, Harmon, Hometown

Barricgton and West Brooklyn-—signed new 50-vear franchises with the
negotiations with the City of Chicago are aimed at obtaining a new long
hefore the « d pact expires on December 31, 199

1

SeTrVviICeE Lil;dilf\ Ak well as corporate and emplove In

term agreemen!
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Oy Hos N tact £ i based o neeriing naturdl resops 1 e mpre

PRI " I matier ond ¢ n doisg o U Cgr

ahine oy entironment by despotling and polluhing " W - Comifwealith Edison
long age choge the route of

o

an treal o) ronment with care and respe enviranmental respect

Commomiieg!th Fdison long ag 4 he Wi f

woirnnmental respect That it W N0l husl ds 4 ooty Faisor emplove bul as 8

parent who wants wy cwild e g P 1h A heglihy vprid widy Frentag. senior Environmedta

Frameer. General O

ohe tiny invaders came from Lal ¢ Mi_higan. No bigger than a human
thumbnail, thousands of young zebra mussels intestod water in’ ¢ screens at State Line
generating station. They attached themselves to these surfaces at a concentration of 10 to
100 per square fool. If allowed to grew, clusters could develop, causing a possible
shutdown of the station

in the same way, these little moliusky had coused costly damage to other
power plants in the Great Lakes. They now posed a challenge to Commonwealth
Edison enginecrs: Eliminate the mussels before they clogged water inlet scrrens, yel have

minimal effect on Lake Michigan water and aquatic life



FAIsIng the waler

ens had minimal efect

Relative Stack Emissions at
Fossll Lenerating Stations

Although o primary

dutly is 0 proy ide

¢, Commonwealth Id

responsibie environmental

ronmentaliy sate

& mussels demonstrates thi

ustomers free of chargt




&N

ndment

SLATIONS




many inslances, s enormons. Many other witlities wili have 1o smake subsiantial

tnvestments and may need 1o tncrease Thelr rates significantly to recover thelr costy

In addition, the Amendments suthorize

the tederal Fnvironmental Protection

Agency o reward utilities that surpass the new emission standards As a resul! w1 owr

efforts, we'll receive allowances, which we can use In the future on our own system or sell

to other utivities. As other utilities continue (o operate sxisting non-complving plants o

bulld new ones to me! customer demar s, “ur allowances should prove valuable

Corg rate mvolvement Deopie canng 1o peopie it the communitzg we serve

On elderly man whose

mailbox is stuffed with uncollected
mail, indicating possible trouble. A

frigh.ened child looking for help. A high schoo!



Lindeey Dwye . eight
yoars oid anc &
second prede
shaten! atteading
Schood in tw
wedlem suburby of
Chicago, views
“Salety Torm, " one
of our models used
10 . ution shudents
aboul slpctrn lines

student under pressure  drop out. An unemployed woman learning to use power tools

Whai do they have in common? They are reciplents of Commonwealth Edison’s help

to the people of the communities in which we live

and work. People. Not “the public” Net We are an increasingly

active pannet in improving the

“consumers.” People quaility of people s lives

Commnonwealth Edison recognizes the

importance of people to our Company We are an increasingly active partner in

improving the quality of peaple’s lives. Our involvement with hundreds of community

organizations takes place at all levels of the Company. Our employes actively serve to

improve community healthcare, education and social sorvices, Commitment to

community cultural opportunities also remains a high prierity for Company

employes. The following examples ilustrate our commitment to the people we

serve he ¢ Team. lts original purpose was to offer safety and assistance to childr.n

but, over the years, e-Team members have helped prople of all ages The Gatekeeper

Program. Employes with frequent public contact are trzined so that they may

recognize when an older aduit is in need of help and then contact the appropriate

agency Speakers bureau Created in 1970, it provides employes to speak on topics related

to the Company, and more recently, demonstrations of Safety Town-—a model town used
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Emplove involvement in civic and charitable activities is aleo limportant to us. Last
vear our employves contributed more than $3.2 million to The United Way /Crusades of Mercy,

surpassing 1989's record contribution by 10.5 percent

)
Commonwealth Edison reinforces emplove giving It we are 10 achieve ow

visioh, we must be concerned

through a significant corporate commitment to not- about the people we serve

for-profit organizations throughou! (1s service area

We know if we are to schieve our vision, we must be concerned aboul the people we serve

The botiom line: Delivering value . the Commonwesith Edison Vision

Pis was @ veer that tested the character of Commonioealth Ldisor I e

| mner, Lhairvgr

‘n a8t yrar's annual report, the Company unveiled its Vision of the

Commonwealih Edison of the future

-
Commonwealth Edison will be the supphier of electric service that best meets customers needs
Wet Customer base is one of pur greales! assets. To protect thal buse and outperform our
e titor ¢ Wwill create loval customers by meeting our customers’ needs as they depne them. Toward
that end, we u ! mie @ Heatble and respongive organization. We will provide supeno value by
respondime to customers’ pvarying needs for guality, reliability, and cos!
Fo meet these obsectives, we must mamigin the health and support the growth of the entire

Compary Accerdingly, we will become the nal g

remier uttiily, Seressing superior performance 1»

X i

aspects of our operatiocs. We wiil rede’ . ae Aot we Wwork and deploy resources 1o Improve o
performance. We will assess every activity i teyms of its contribution to customer satisfaction. and Wi
will measure ourselves against customer - depned performance goals

We will also serpe our customers in son-traditional ways, by using our skills and assets |
encourage and support electacity -related enterprises that respond (o the ¢ verging needs WY CUSIOMETS

Success will create an excellent company that s palued bu its customers. rewards is sharehold
ers anites the ontsibusions of its employes. and is respected by regu r mpeiitors, and peer
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Capital Resources. The Company had forecast that approximately one half of the funds required for
its construction program and other capital requirements, icluding nuclear fuel expenditures and
refinancing of debt maturities and sinking fur 4 obligations (the annual sinking fund requirements
for long term debt and preference siock are summarizod in Notes 7 and § of Notes 10 Financial
Statements). would be provided from internal sources The forecast was based on the assumption
that the Company would receive adequate and timely rate increases and include the costs of Byron
Unit 2 nd Braidwood Units 1 and 2 in rates. The Company has not published a forecast for the
period 199198 The extent to which funds required for the 1991 95 construction program will be
provided from internal sources will depend largely spon the outcome of the proceadings described
in “Rate Proceedings  below and Notes 2 and 3 of Notes 10 Financial Statements, and particularly
upon the outcome of the Company's pending rate increase request To the extent that overall rates
during the period continue significasitly Jower than the previously assumed rates and /or significant
additional customer refunds bevond those provided for in the financial stateinents weie 10 be made,
then funds from internal sources for the construction program and other capital requirements
would suffer correspondingly significant reductions. The type and amount of external inancing will
also depend on financial market conditions during the five year period Although the Company
new money financing requirements decreased sigr ficantly with the completion of its nuclear
generating capacity construction program in 1988, they have subsequently increased due to lower
operating cash flows resulting from the regulatory and court orders described in “Rate Proceedings’
below and in Nates 2 and 3 of Notes to Financial Statements as well as the increase in the
construction program A portion of the Company s financing will continue to be provided through
the sale and leaseback of nuclear fuel The Company has unused bank lines of credit which may be
barrowed at various interest rates and which may be secured or unsecured. Collateral, if required
for the borrowings, would consist of first mortgage honds issued under and in accordance with the
provisions of the Company s mortgage See Note 9 of Nates o Financial Statements for information
concerning lines of credit. See the statements ©  onsolidated cash flows for the construction
expenditures and cash flows from operating ac - es for the years 1990, 1989 and 1988

During 1990, the Company issued an aggregate of 417,779 shares of common stock for
approximat: 'y $12,707,000 under its employe stock plans; issued and sold 650,000 shares of $9.00
Cumulative Preference Stock; sold and leased back an aggregate of approximately $221,514.000 of
nuclear fuel; and issued $610,000,000 aggragate principal amount of first mortgage bonds and
$102,880.,000 of other long-term debt. The proceeds of debt securities issued during 1990 were used
to discharge or refund outstanding securities and for other general corporate purposes.

The Company has filed registration staternents with the Securities and Exchange Commission
for the proposed sale of up to an additional $818,700.000 principal amount of debt securities,
consisting of first mortgage bonds, notes and debentures and an additional $100,000,000 of
cumulative preference stock, in each case for general corporate purposes of the Company, including
the discharge or refund of other outstanding securities.

The Company's financial condition is dependent upon its ability to charge rates which provide
for the recovery of costs of and a return on completed construction projects, and which enable it to
maintain adequate debt and preferred ard ~~eference stock coverages and common stock equity
earnings The Company’s ability to recover its costs to provide service 1o its custeiners is limited
because the costs of Byron Unit 2 and Braidwood Units 1 and 2 are not included in rate base
Significant rate refunds other than those provided for on the Company’s books and /or significant
additional write-downs of nuclear power plant costs could eliminate the Company’s retained
earnings (approximately $1.5 hillion as of December 31, 1990) and interrupt dividend payments on
its capital stocks [llinois law provides that a utility may not pay any dividend on its stock unless
“[tjhe utility's earnings and eamed 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
Iinois Commerce Commission (ICC). See “"Rate Proceedings ' below and Noter 2 and 3 of Notes
to Financial Siatements

2
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1eri ange 41 mnibus Budget Ke r wbon Act of 1990 was approved by Congress
A g1 v the et i I visions of that Act are not gxpected to have @ signih.ant
moa ) he ' \ Howevi nde he A th MNpany iser fee pavment 10 the Nuclear
Re g Al O mt NK ncrease by ab $33 million each vear for the vears 199)
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Kate Py dn N mipa HVE everal proceeging ¢lating o the evel Of 1S rates v'w-'xl!-'\"
proceedings conce g the it ) e nstruction costs of its tour most recently completed
£ar gener § t¢ (Byron AN and Bratddwood Units 1 and 2) in its rate base. As
oussed be t) mpa fled a rate increase request with the 1CC in April 1990 seeking to
refle Ywe costs of § 24 Braidwood Uni end 2 in its rate base Proceedings were
als 1 L he With resiw 1o such Inclusion as a result of an hinois Supreme Court
supreme ( rt) de whih reversed a December 30, 1988 1CC rate order {(which had deal
with su COSs) a remanded the | for turther proceedings. In addition, the § ompany has
& - ¢
: been 11 ( i ar proceedings 0 an October 24, 1985 1CC rate order which
* provided f he in n of @ portion of Byron Ui costs in the Company's rate base
Rate | ease | dimgs. On April 13 W0, the Company Rled a request with the 1CC 10 increase
) arnnual base electy perating revenues by $982 million, or 17.7%. in excess of then current rates
which includ he § step of the rate increase authorized in the December 30. 1988 rate order
which ha ce heer ted back. Un July 20, 1990, the Company Rled an updaie to its Apeil 12
rate regJes h reflected the same proposed revenue level as the April 12 filing but which made
diustme ny's tate reques take account of the 1CC's rate rollback order, The
request p pa reflected the ir ) i the Ty wts of Byron Unit 2 and both units at
Braidwood statio betore any disallowance of any costs as a result of the prudence audits of those
nits, * ling certain po MTVICE TR ng and depreciation charges, as described below) in
- the ' t ¢ bhasi reased operation and maintenance expenses, a lower depreciation rate
ind charges, ar ncreased an nts tor contributions to the external hust funds which the
mpa PQULre fu t ver the eventual decommissioning of its nuclear power plants
} N reque roNe YMPANny & revenues and samings at vanous rate
t h ! ' ippointed hearing examiners and ordered an investigation













City of Chicage
Franchise

Results of
Ciperationy

On December 28 1959 the Company received a notice from the City of Chicage lllinois to
terminate the Company's existing franchise agreement 1o provide electnic service in Chicago on
December 31, 1990 The Company also recerved on the same date from the City a * demand o
acquire the Company s “Unility Facilities . as defined in the franchise agreement. The franchise
agreement allows the City 1o purchase the “Utility Facilities ot a formula price subject 10 specihied
minimura and maximum prices ted to the Company s investment in those  Utility Facllities  The
Company had expected the City 10 give both the notice of termination and the demand to acquire
the “Utility Vacilities as part of the City's effort (0 negotiate a new franchise agreement with the
Company

Statements in the public press attributed to the City indicate that the City may believe that it
entitled under the franchise agreement to acquire only certain utility facilities or only the utility
factlities in Chicago. 1he Company believes that the reference in the franchise agreement to the
‘Utility Fasilities” of the Company i te all of the Company's utility facilines. However, the
Company is studying whether under apphicable law the City s demand to acquire the utiity
facilities s void, defective and not curable. or unendorceable by the City or the Campany

On September 2% 1990, the Company announced it would agree to City officials request for a
one-year extension of the franchae agreement, which extension was upproved by the City Council
on Noverber 7, 1990 Although the Company would have preferred cone. «ding the negotiations
on a new franchise agreement during 1990, City officials felr it was necess.ry 10 extend the current
agreement so the City could have additional time to study issues it considers relevant

Earmings Per Common Share. The Company s eamings per common share wore $0.22 in 1990, §2 83
in 1989 and $3.01 in 1288 The sharp decline ir 1990 earnings resulted primarily from a non
recurring $461 million reduction 1o net income or $2.17 per common share. recorded in the second
quarter 1o provide for revenue refunds ordered by the ICC in the remanded proceedings following
the Supreme Court's reversal of the ICC's Docember 30, 198K rate order and estimated 1o be
ordered refunded foliowing the Appellate Court's decision affirming an 1CC order of August 23,
1989 disatlowing $200 miilion additional Byran Unit 1 construction costs. and to reflect a write
down in the costs of Byron Unit 1 i accordance with Statement of Financial Accounting Standards
No. 90. The portion of the effects of the ICC's August 23, 1989 arder which the Company did not
contest ($62 million or $0.29 per common share) was recorded in 1989 The 1CC also ordered the
Company to roll back its rates, effective July 1. 1990, to the levels that existed prior to lanuary |,
1989 (after reflecting a scheduled 856 million reduction in rates that wok place on January 1. 1989)
in the remanded proceedings following the Supreme Court's reversal of the December 30, 1988 rate
arder. The resultant reduced revenues adversely afiected the Company's earnings and will continue
10 affect adversely its sarnings until adequate rate reliel 1 obtained, Eamnings per common share in
1989 and 1988 were affected by increases in operation, maintenance snd depreciation expenses as
well as the substantia! decrease in construction-related credits resulting from placing Byron Unit 2
and Braidwood Unit | in service in 1987 and Braidwood Uinit 2 in service in 1988 prior to their
inclusion in rate base and commensurate increases (n electric service rates. These effects were
partially offset by the increased electiic rates in 1989 as a result of the December 30, 1988 rate
arder (which was subsequently reveised by the Supreme Court)

See “"Rate Mroceedings” above and Notes 2 and 3 of Notes to Financial Statements for
information relating to the Company's recent rate orders and related 1CC and judiciai proceedings
(including information related to the potential effects on earnings per common share), the prudence
aadits for Byron Units 1 and 2 and Braidwood Units 1 and 2, the Company’s April 12, 1990 rate
increase request, and the accounting standard which requires the Company to write off any plant
conts, net of the income tax effects, when it becames probable that such plant costs will be
disallowed for ratemaking purposes







Purchpsed and Interchanged Power—Net. Amounts of purchased and interchanged power are
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primartly affected by system load. the availability of the Company s generaiing units and the
availability and cost of power of other utiliies. Income s generated from the sale of powet
delivered to other utilities: and expense results from the purchase of power received from other
utilities. The excess of income over expenses decreased in 1990 compared to 1989 due primanily to
a decrease in kilowatthours delivered Income exceeded expenses in 1989 compared 1o the nl
expense in 1988, and net expense in 1988 decreased from that in 1987, in both cases due
principally to the greater overall availability of the Company s generating units, includuig
additional nuclear units placed in service in 1987 and 1985, resulting in a decrease in kilowatthours
received (expense) and an increase in kilowatthours delivered (income)

The number and average cost of kilowatthours purchased and interchanged were as follows

1A | URY | RN
Purchased and imterchanged power
Received
Kilowatthours {millions) L 1118 2448
Comt past Rilowatthour 203¢ 1 90¢ 31
Deliversd
Kilowatithours (milhons 4 200 § 432 KRR
Cost per kilowatthour j 3% 1 13¢ 1 i

Deferred Under or verrecovered Energy Costs—Net. Electric aperating expenses for the years 1990,
1989 and 1988 rebiect the net change in under or overrecovered allowable energy costs. See Notes
1, 2 and 3 of Notes t~ Financial Statements

Operation and Mamtenance Expenses. Operation and maintenance expenses incivased during 1988 10
1990 due primarily to an increase in operation and maintenance expenses assoclated with nuclear
generating stations, including an increase in expenses associated with placing an additional nuclear
generating unit in service during thai period, wage increases and inflation. Nuclear aperation and
maintenance expense increased approximately $114 million. $34 million and $213 million in 1990,
1989 and 1988, respectively Nuclear regulstory initiatives and requirements necessitated the
addition of personnel and resources 1o meet the increased regulatory demands, which increased
operation and maintenance expenses. Operation and maintenance expenses associated with nuclear
generating stations in future years may be significantly affected by regulatory. operational and
other requiements. See “Liquidity and Capital Resources subcaption “Federal Tax Changes * for
information regarding the increase in the Company's user fee payment to the NRC

Depreciation. Depreciation expense in 1990 was relatively levei compared 10 1989, Depreciation
expense increased in 1989 due primarily to additions to plant in service, including the full year's
effect of depreciation on Braidwood Unit 2. partially offset by lower average annual composite
depreciation rates. Depreciation expense increased in 1988 due primarily to additions o plant in
service, including nuclear generating units placed in service, and higher average annual composite
depreciation rates. Depreciation on Byron Unit 2, Braidwood Unit | and Raidwood Unit 2
commenced when those units were placed in service on Apri! 11, 1987, November 19, 1987 and
August 5, 1988, respectively. See Note | of Notes to Financial £ atements for information
concerning future depreciation rates.




1 1988 were
notes pavabi
edemption

erm deb

The am
the averape levels

saed it

nancie atemer
IMPa
WNtng and reporting 1o IncOome laxes rather than e deterred
Notes 10 Financial Statement
)

tandard regarding post-retirement benehits other thar

The ratios of samings ! charge W the vears 19W INY 1 198K were | 44
respectively 15 & ratios earnings to hxed cha b and preferrs ‘\.v‘\“‘uf‘!‘V|r. 1

4 i

vidend tagquirements for the vears 19 { . q 1 reapect

Business corporations in general have been adversely 1 b DeCaUSe AT

ned alter the payment of all o ave been iradequs * (45

tive assets consumed | tr p N parnciiae W e Aty anects as

thetr capital intensive nature and regulation which ; { | recovery and presoribes

nstallation or modibcation of tacilities K« ,;»m;vf; with 1§ y stringent satety and

ronmental reguirements. Because the regulatory | ] the amount o Jdepreciat

expense incleded in the Company s revenue allowance |t wiginal cosl

esiment resulting cash tlows are inadeguate | ' L) 't'p‘n‘ #ment vestimen

future years or preserve the purchasing power of cCommon equity capital previous

invesiel

For informaton concerming certalr ' matters relating 1 Lompany s rate which n

1
A substantial ettect on the Compat - e financia mdition and results

Proceedings above and Notes { ‘ Financial Statements




Mutapeme

Mg

> B 5 FER W P S




penden! Pubh A WAt




oy v o -







Consohtiated Balence Gineets

<

$ 17888 804 § 17,948,121




19a)

Lisbilites

4 ARK K24 $ 17948121




Stxtements of Consohideted Capiahzatbior

{thifusand




Simaments o Consoloated Cash Fisw



Stemonts of Conaohioaied Reisned Eamings

- 1 ) LT $ 210402

Swtements of Conpe' dut ¢ ~remiun wommon Slock end Diher Faid-In Capita

[ WIS L A TR N



Notes o Financial Statements Commonwealth Edison Company
and Subsidiary Companies

g Summary of Principies o Consolidation. The consolidated financial statemen  inclide the accounts of

ificant Commonwealth Edison Company (the Company) and its whoi ¢-owned subsidiary.

Accounting Policies  conumanwealth Edison Company of Indiana, Inc.. the only subsidiary e gaged in the electric utility
business. All significant intercompany transactions have been eliminated  The investments t, other
subsidiary companies, which are not material ir relation to the Company's financial position and
results of operations, are accounted for in accordance with the equity method of accounting

Customer Recervabios and Revenwes The Company is principally engaged in the production,
purchase transemission, distribution and sale of electricity to a diverse base of residential,
commersial and industrial customers. The Company s electric service terntary has an area of about
11,525 square miles and an estimated population of & 000,000 It includes the City of Chicago, an
aren of about 225 square miles with an estimated populat~ . of 3,000,000 from which the
Company derived approximately une-third of its electric operating revenues in 1990 See
“Managesent's Dhscussion and Analysis of Financial 7 ondition and Results of Operations.”
subcaption “'City of Chicago Franchise ' ior informar on relating to the #* «us of the franchise
agreement with ‘he City of Chicago. The Compan had appreximatel 3,218,000 electric customers
at December 31, 1690

Deprecintion. Deprectation is provided on the stra, hi-line basis by amaostizing, the cost of
depreciable plant and equipment over estimated covposite service lives. Such | rovisions for
depreciation were at average annual rates of 3.66%, 3. 5% and 4 11% of aver ge depreciable utility
plant and equipment for the years 1990, 1989 and 1988, espectively. Wh_ .ne eventual cost of
retiring a nuclear generating unit is uncertain at the presen, time, the composite depreciation rates
include allowances for interim chemical cleaning and, prior to 1989, end-of-life decommissioning.

The Mlinois Commerce Commission’s (ICC) December 30, 1988 rate order, which was reversed
by the Illinois Supreme Court (see Note 2), had directed the Company to depreciate non-nuclear
plant and equipment L the years 1989 through 1993 at an annual rate of 3. 85% and nuclear plant
and equipment at an annual rate of 3.50% which excludes decommissioning costs. The ICC hearing
examiners’ proposed order in the proceedings relating to the Company's April 12, 1990 rate
increase request (see Note 2 below) reflects lower depreciation rates than are presently applied by
the Compary and would reduce annual depreciation charges for nuclear and non nuclear plant and
equipment by approximately $125 million. The lower non-nuclear depreciation charges resulted
from a study perforined by the Company at the direction of the ICC ard the lower nuclear
depreciation charges resulted from proposals by the ICC Staff and intervenors adopted in the
hearing examine 1y’ proposed order.

Decommissioning costs are estimated to aggregate $2.5 billion, in current year dollars, for all of
the Company's nuclear ur s, llinois law requires public utility operators of nuclear power plants,
such as the Company, te establish external trusts to hold funds to cover the costs of the eventual
decommissioning of nuciear power piants. In 1988, the 1CC issued an order approving, among

| other things, the Cempany's proposed method of funding its obligations with respect to
decommissioning ¢ sts, In accordance with the ICC order, the Company contributed in 1990 and
1989 approximately $63,632,000 and $152,996,000 (with respect to certain past collections),

| respectively, to 3 Tax Qualified Trust, representing the maximum tax deduction allowed by rulings

of the Internal Revenue 5 svice. The Company contributed in 1250 and 1989 approximately

$10,097,000 anct $9.221.000, respactively, to a Non-Tax Qualified Trust, primarily representing the

| payments of the remaining past collections being made ratably over the remaining book lives of the
plants to whick the payments relate The ICC order requires the Company to contribute future
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1992 (As a result of the Supreme Court's decision and a Decemiber 22, 1989 ICC order, the second
step Increase did not become etfective ) Those rate increases had been based primarily on the
recovery of the costs of Byron Unit 2 and Braidwood Units 1 and 2 The rate order &lso had
terminated an ICC proceeding regarding whether downward adjustments should be made to the
Company s rates (and refunds ordered) as a result of the 34% federal corporate income tax rate that
became effective under the Tax Reform Act of 1986 The Supreme Court based its decision on
several findings, including a determination that the 1CC lacked authority to enter the order
inasmuch as it reflected an “illegal settiement” as to which all of the involved parties had not
agreed. Fusther, the Supreme Court determined that the ICC had based its decisions in the order
other than on the evide, e before it and had made its decision according to standards it had not
previously articulated. In its modified decision, the Supreme Court held applicable a provision of
the December 30, 1988 rate order whereunder the Company agreed to make refunds with interest
to its customers of all of the increase in charges collected pursuant to the rate order when a final
judicial determination fsuch as the Supreme Court's decision) was made that the 1CC lacked
jurisdiction to enter the rate order. The Supreme Court remanded the case to the [CC “1o enter an
arder consistent with its rules. the [Himots Public Utilities] Act. and this oplaion

In the remand: ' proceedings that followed the Supreme Court's decision, the 1CC issued two
interim orders. The first order, which was issued on June 27, 1990, directed the Company to refungd
approximately $400 million to its customers (representing the estimated increase in charges
collected py the Company under the December 30, 1988 rate order during the period from lanuary
1, 1989 through june 30, 1990, plus interest at the rate of five percent per annum). Pursuant to the
arder, approximately 80% of the refund was effected by a temporary rate reduction over a six
month per,a4 that began with the Company's July 1990 billing cycle. The second order, which was
issued on June 28, 1990, directed the Company to roll back its rates to the levels that existed prior
to January 1, 1989 (aiter reflecting a scheduled $56 million reduction in rates that took place on
lanuary 1, 1989) and terminated the fuel cost and off system sales sharing provisions contained in
the December 30, 1988 rate order. As described below, [CT hearing examiners recently issued a
proposed order in these proceedings relating, among other things. to the rate base treatment of
Byron Unit 2 and Braidwood Units | and 2.

The Company's rates were rolled back as directed and the refund process began with the july
1990 billing cycle and continued through the end of the December 1990 billing cycle. A
reconciliation period 18 now in progress. Certain intervenors have appealed aspects of the two
interim orders to the lllinois Appellate Court (Apellate Court). The appeals challenge the [CC's
determination: of the interest rate applicable to the refunded amounts, the amount of the refund to
the residential class, and the rate design of the rates after the refund. The Appellate Court has
dismissed the portion of tne appeal relating to the rate design as not being ripe for review.

The Company recorded an estimate of the effect of the Supreme Court’s decision in the second
quarter of 1990 resulting in a reduction in net income of approximately $253 million or $1.19 per
common share.

Also, prior to the effectiveress of the Decernber 30, 1988 rate order, the Company had been
recordiv . in “revenue accounts subject to refund” since July 1, 1987 a percentage of its revenues
(3.54% or approximately $300 million on an annual basis) pursuart to a r.oer to its rate scheduies
that it had filed with the ICC in connection with the proceeding dealing with the change in the
federal corporate income tax rate. Various intervenors are seeking to have the amount that would
have been collected subject to refund had the rider remained in effect refunded. The Tompany
believes that a refund pursuant to such rider s not warranted and does not believe that the ultimate
resalution of the tax rider matter will have a material impact on its financial statements
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Long-Term

Annual remaining sinking fund requirements through 1995 on preference stock outstanding at
December 31, 1990 will aggregate $47.322.000 in 1991, $52,072,000 in 1992, $44,072,000 in 1993,
$36,072,000 in 1994 and $36.072.000 in 1995 During 1990, 1989 and 1988, 1,038,105 shares,
1,543,225 shares and 786,511 shares, respectively, of preference stock subject to mandatory
redemption requirements were reacquired to meet sinking fund requirements.

Sinking fund requirements due within one year are included in current liabilities

On November 1, 1989, the Company redeemed all of the outstanding shares of its $10.875
series of preference stock at the applicable redemption price of $100 per share, plus accrued and
unpaid dividends.

On February 1, 1990, the Company repurchused all of the outstanding shares cf its $13.2%
series of preference stock at a repurchase price of $100 per share, plus accrued and unpaid
dividends plus indemnity payments due such holders under their purchase agreements with the
Company regarding such stock

On August 1, 1990, the Cornpany 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, pius accrued and unpaid dividends

Sinking fund requirements and scheduled maturities remaining through 1995 for first mortgage
bonds, debentures and other long-term debt outstanding at December 31, 1990, after deducting
debentures and first mortgage bonds reacquired for satisfaction of future sinking fund requirements
and annual sinking fund requirements for first mortgage bonds to be satisfied by available property
additions, are summanzed as follows: 1991-—$333,176.000; 1992-—$475,062,000; 1993 —
$516,748,000; 1994--$320,950,000: and 1995—$204.900,000.

At December 31, 1990, the Company had outstanding first mortgage bonds maturing 1991
through 1995 as follows:

Principal Amount

Seres (thousands of dollars)
8% % due April 15, 1992 $160,000
10%% due October 15, 1992 100,000
944% due May 1, 1993 100,000
B4 % due Mav 15, 1963 100,000
8% % due August 15, 1993 100,000
B% % due June 15, 1994 140.000
O dun Septembet 1, 0 e Y0000
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. Income Taxes  Provisions lor current and deferred federal and state income taxes and investment tax credits
deferred resulted in the following effective income tax rates for the years 1990, 1989 and 1988

1990 | 989 198K
Pre-tax book income {in thousands) $321. 982 $1.118069 $1 158 880
Eflective income tay rate 60.2% 38 0% a6 4%

The principal differences between these rates and the federal statutory corporate income tax

rate stated in the following table for 1990, 1989 and 1988 were as follows:

1940 198G

1988

Federal staratory corporate income tax mte

Equity component of AFUDC which was excluded from taxable
inconw

Amortization of investment tax credits

State income tax, net of federal income tax

Disallowed Byron Unit 1 plant costs

Differences between book and tax accounting for property related
deductions

Other-=net

Effective income tax rate

MO% M%  H0%

(24) {0.8)
(12.3) 41
L) §1
4l 16
150 52
2.5 (3.0)

(2.8)
4%
48

44
0y

602% RI% b id%

Provisions for deferred income taxes on timing differences between financial accounting and
for income tax purposes. net of reversals, for the years 1990, 1989 and 1988 were as follows.

{thousands of dollars) 1990 1GR9 1988
Accelerated cost recovery and liberalized deprecation—net of
removal costs $247.758 $225 535 $244.218
Alterrative minimum tax (49.673) - -
Deferred energy vosts {3,230) 730 39485
Unbiiled revenues (4.791) {27 .599) (39 466)
Overheads capttalized (31,287) (18.464) (7.589)
Repair allowance (3.617) 42,282 2229
Interest on spent nuclear fue! disposal costs — (13,689)
Provisions o revenue refunds (83,17%) (2.193) 30.661
Other llems—-net (33, 168) (29713 7.125
§ Y6817 $197.179  $2602.974
Charged 1o
Electric operations $ 36755  $200,533  $268.017
Other income and deductions 62 (3.354) {7 .043)
$ 36817 $197.179 $262.974

At December 31, 1990, the estimated cumulative net amount of book /tax timing differences for
propesty placed in service prior to 1981 for which deferred income taxes have not been recorded is
approximately $336,000,000. Except for the effect of reversals of timing differences related to such
unrecorded deferred income taxes, net provisions for deferred income taxes have been recorded for
al! material income tax timing differences for the years 1990, 1989 and 1988
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Investments
in Uranium- and
Coal-Related
Properties

o Join! Plant

Qunership

Commitments,
Contingent!
Liabilities und the
Construction

Program

At December 31, 1990, the Company and its subsidiaries had investments of approximately
$162.003.000 in uranium-related properties, equipment and activities and approximately
$397 436,000 in coal reserves. Production of uranium from all of the uranium propertie: has been
deferred due to depressed market prices for uranium. Further, the Company's commitments 1or the ‘
purchase of coal under long-term contracts exceed its reqquirements. Rather than take all the coal it |
was required 1o take, the Company agreed to purchase the coal in place in the form of coal
reserves, It is currently expected that these investments will be recovered in all materiai respects in
relation to the Company's financial position and its results of operations. See “"Management's
Discussion and Analysis of Financlal Condition and Results of Operations.” subcaption "Liquidity
and Capital Resources,” for information concerning coal comsmitments
Actions were brought in federal and state courts in Colorado against the Company and its
subsidiary Cotter Corporation (Cotter), alieging that Cotter has permitied radioactive and
other hazardous material to be reieased from its mill into areas owned or occupied by members of
the alleged plaintiff class resulting in property damage and potential adverse health effects. The
plaintiffs seek compensatory damages of $300 million and punitive damages of $200 million
against the Company and Cotter as well as injunctive relief. Although the case will necessarily
involve the resolution of numerous contested issues of fact and law, the Company's deiermination
is that this action will not have a material adverse impact on the Company's financial statements

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 December 31
1990, for its share of ownership in the station, the Company had an investment of $422 165,000 in
production and transmission plant in service (before reduction of $137 597,000 for the related
accumulated provision for depreciation) and $49.456,000 ir construction work in progress

Purchase commitments. principally related to construction and nuclear fuel. approximated
$1,019,000,000 at December 31, 1990 In addition. the companies have substantial commitments
for the purchase of coal under long-term contracts

The Company is a member of Nuclear Mutual Limited (NML), established to provide msurance
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 incident. However, the Company could be subject
to @ maximum assessment of approximately $77,000,000, in any policy year. in the evont losses
exceed accumulated reserve funds.

The Company also is a member of Nuciear Electric Insurance Limited (NEIL), which 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
$500,000,000 occurring at nuciear stations. All companies insured with NEIL are subject to
retrospective premium adjustments if losses exceed accumulated reserve funds. Capital has been
accumulated in the reserve funds of NEIL to the extent that the Company would have no exposure
in the event of a single incident under the replacement power coverage and the property damage
coverage. However, the Company could be subject to maximum assessments, in any policy year, of
approximately $30,000,000 and $45,000,000 in the event losses exceed accumulated reserve funds
under the replacement power and property damage coverages, respectively

The NRC's indemnity for public lability coverage under the Price-Anderson Act is 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 with
operating licenses, the Company would currently be subject to a maximum assessment of
$826,875,000 in the event of an incident, limited to a maximum of $125,000,000 in any calendar vear.
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To the Audit Committee of the Bosrd of Directors of Commonwealth Edison Company

We have made a study and evaluation of the system of internal accounting contral o
Cotmmonweaith Edison Company and subsidiary companies in effect at December 31, 1990, Our ;
study and evaluation was condusted in accordan.e with standards established by the Amenican
Institute of Certihied Public Accountants.
The .. =aeement of Commonwealth Edison Company is responsible £+ establishing and
maintaining a system ot inwen...! accounting control. In fulfilling this responsibility, estimates and
judgments by manageme:t are required to assess the expected benefits and refaied costs of control
procedures. The objectives of a system of internal accounting control are to provide management
with reasonable, 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 authorization and recorded properly to permit the preparation of financial
statements in accordance with generally accepted accounting principles.
Because of inherent limitations in any system of internal accounting control, errors or
irregulatities may occur and not be detected. Also, projection of any evaluation of the system to
future periads is subject 1o the risk that procedures may become inadequate because of changes in |
conditions, or that the degree of compliance with the procedures may detenorate.
In our opinion, the system of internal accounting control of Commaonwealth Edison Company
and subsidiary companies in effect at December 31, 1990, taken as a whole, was sufficient to meet
the objectives stated above insofar as those objectives pertain to the prevention or detection of
errors of irregularities in amounts that would be material in relation to the consolidated financial
statements
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Chicago. Hlinois
February 1, 1991
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