Commonwealth Edison

One First Nauonal Plaza. Chicago. lllinois
Address Reply to: Post Office Box 767
Chicago. lllinois 80690

March 27, 1981

Docket Nos. 50-295, 304, 254,
265, 10, 242 & 237

Nuclear Regulatory Commission
Washington, D.C, 20555

Attention: Antitrust and Indemnity Group
Nuclear Reactor Regulation

Gentlemen:

We are submitting the following information to comply
with the provisions of 10 CFR Chapter I, Part 140, Section 140.21,
and the letter from Jerome Saltzman, Chief, Antitrust and
Indemnity Group, dated June 15, 1977: (1) annual report of this
Company for the calendar year 1980 which shows its income state-
ment and balance sheet, duly certified by the Company's public
accountants, and which includes a summary statement for the last
quarter of the year at page 17; (2) a statement of internal cash
flow projected for 1981 and actual for 1980; and (3) a narrative
statement to which the cash flow projection is annexed, explaining
the projection, dealing with capital expenditures which might
be curtailed should that become necessary, and establishing the
availability of adequate funds to meet the Company's obligation
for the payment within three months of May 1, 1981 of the Company's
maximum liability for retrospective premiums.

As noted in the narrative statement, the Company has
a three-quarter share in the ownership of Quad Cities Units 1
and 2: the remaining quarter share is owned by Iowa-Illinois
Gas and Electric Company which is submitting a separate statement.

Very truly yours,

COMMONWEALTH EDISON COMPANY

/

/

/ ‘
By ™ LL\/ ad “ ' & S
Hubert H, Nexon
Senior Vice-President

Enclosures

8108310 620



March 27, 1981

COMMONWEALTH EDISON COMPANY

"MEMORANDUM WITH RESPECT TO PROJECTED COMPANY CASH FLOW
STATEMENT FOR YEAR ENDING DECEMBER 31, 1981

The attached statement shows that internal cash flow
projected for the vear 1981 for Commonwealth Edison Company is
expected to total about $287 million, and on an average quarterly
basis to total about $72 million. The statement also shows that
the maximum total coutingent liability for premium assessments
against the Companv under Price-Anderson is $65 million since,
although it operates seven reactors, it is a tenant-in-common
with only a 757% ownership interest in the two units at Quad
Cities Station. Iowa-Illinois Gas and Flectric Company, the
other tenant-in-common, is filing a separate statement. Funds
for the payment of the $65 million possible maximum premium
assessments could be diverted from the construction program
and made available from internal cash generation or from
other sources.

The Company increased its rates effective
February 7, 1980, pursuant to an order of the Illinois
Commerce Commission which authorized $389.6 million in
additional revenues on an annual basis, inclusive of an
approximately $45 million rate increase collected subject to
refund since October 15, 1979. Rates were further increased
by $282.6 million on an interim basis effective November 20,
1980. This interim increase is subject to refund pending
receipt of a final order expected by July 6, 1981 on an

application for a $628 million annual increase. The rate



orders reflect the Companv's legal right to rates sufficient

to recover its legitimately incurred costs of providing service.
The Company's credit ratings are sufficient to allow

access to the capital markets -- both long-term and short-term --

adequate to fund the maximum $65 million assessment. The Company

has an A credit rating from both Moody's Investors Service, Inc.

and Standard & Poor's Corporation applicable to its mortgage

debt. Its jurior debt securities are rated A- and A by Moody's

and Standard & Poor's, respectivelv. It also has high credit

ratings -- PRIME-1 from Moodv's and A-2 from Standard & Poor's --

applicable to its commercial paper. In addition, the Company

has back-up line« of credit totaling ove. $330 million (which,

effective April 1, 1981, will increase to $530 million) at

prime rates with major commercial banks and presently has

outstanding borrowings totaling only $3.8 million under these

lines. The Company also has $117 million unused lines of

credit with nine banks in connection with, but not limited to

use for, a nuclear fuel lease arrangement, subject to reductions

equivalent to amounts provided for nuclear fuel under lease

from time to time. These credit ratings and credit arrange-

ments provide for the means to raise additional capital in

the amounts which may be required.



. The attached internal cash flow statement projected
for 1981 reflects the net effect of a requirement of over $350
million for cash dividends on capital stock. Cash dividends
on the Company's stock cannot be considered obligatory and
becaur> they are subject to declaration from time to time bv
the Company's Board of Directors, thev could, if necessary,
provide the means for making additional cash available for
other uses.

Without curtailirg dividends or resorting to
additional long-term or short-term financing, the Company
could, if necessary, delay its construction program, thereby
reducing its cash requirements for that program during the
period of delav and making cash available to meet assessments,
although such action would increase the costs of plant
construction.

As a part of its construction program, the Company
has under construction two 1100 megawatt class nuclear units
at each of three sites, LaSalle, Byron and Braidwood Stations.
Throughout the period 1982 through 1986, during which these
units are scheduled to go into service, the Company's capacity
reserves are such that delays in Byron or Braidwood construction
would not unduly impair the Company's reserve position., It
could, therefore, postpone construction pursuant to a variety
of delay options which would make $65 million available in a
six-month period without jeopardizing service, although a

postponement would be costly.



. Further, we have analyzed the effect for a three-month
period beginning May 1, 1981, of haltirg construction of
several combinations of the Bvron or Braidwood units listed
above. Depending on the option chosen, the amount of cash
made available in the shorter period would range from $34.6
million to $39.6 million. Additional cash in amounts more
than enough to provide $65 million in total would be available
from the Company's cash and cash equivalents on hand during
that three-month period together with cash available on short-
term notice through the use of the Company's bank lines or

commercial paper resources.

The undersigned certifies that the foregoing
memorandum with respect to Commonwealth Edison's projected
cash flow for the year ending December 31, 1981, and the
appended cash flow statement are true and correct to the
best of his knowledge and belief.

,’/ "Z;u /u:«/ 4 -4/

Hubert H. Nexon
Senior Vice-President

‘/(".1‘)(0\.
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COMMONWEALTH EDISON COMPANY

AND

SUBSIDIARY COMPANIES

Internal Cash }low
1980 Actua' and 1981 Projected
(For Dresden, Quad Cities and
Zion Nuclear Power Stations)

Net Income After Taxes and
Dividends Paid

Adjustments
Depreciation ané Amortization
Deferred Income Taxes and
Investment Tax Credits
Allowance for Funds Used During
Construction
Total Adjustments
Internal Cash Flow
Average Quarterly Cash Flow

Percentage Ownership in all
Operating Nuclear Units

MAXIMUM TOTAL CONTINGENT LIABILITY

1980 1981
Actual Projected
($000) ($000)

$ 41,292 $ 50,000
$ 361,515 $ 393,000
110,222 154,000
(254,153) (310,000)
$ 217,584 $ 237,000

: 2585876 $ 287,000
S 64,719 $ 72,000

Dresden 100.00%
Quad Cities 75.00%
Zion 100.00%

$65,000,000
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Commonwealth Edison Company

The Company is an investor-owred utility engaged prin-
cipally in the production, purchase, :ransmission, distri-

buiion and sale of electricity in an 11.523-square-mile serv-
i+ . ea of northern Illinots (see map). Corpaorate address
One First National Plaza, PO Box 767, Chicago. lllinois
60690, Teiephone: (312) 294.4321

Laks
Michigan

Commonwealth Edison Service Area

o
M

Chicago

Transfer Agents

The First Natonal Bank of Chicago®
One First National Plaza
Chicago, [llinois 60670

Manutacrurers Hanover Trust Company®
4 New York Plaza
New York. New York 10013

The First National Bank of Boston
100 Federal Street
Boston. Massachusetts 02110

* Also warrant agents

Registrars
Continental Illinois National Bank
and Trust Company of Chicago®*®

231 South LaSalle Street
Chicago, lllinois 60690

The First Natonal Bank of Chicago***
One First National Plaza
Chicago, llinois 60671

Morgan Guaranty Trust Company of New York
30 West Broadway
New York, New York 0013

State Street Bank and [rust Company
225 Franklin Street
Boston, Massachusetts 02110

**Comman stock only
*%*Preferred and preference stocks only

Dividend Reinvestment Plan Agent

The First National Bank of Chicago
Shareholder Services Department

P. G. Box 1762

Chicago, lllinois 60690

Annual Meeting

The annual meeting of stockholders will be held at 10:30
a.m, on Wednesday, April 15, 1981, in the Grand-State
Ballroom of the Palmer House, State Street and Monroe
Street, Chicago. lilinois. Proxy materials will be mailed 1o
stockholders about March 9

Annual Report, Form 10-K an< Financial Review

This 1980 Annual Report has been approved by the Board
of Directors. The 1980 annual report on Securities and Ex-
change Commission Form 10-K and the 1980 Financial
Review (with comparative statistics for the last 10 vears)
will be available in early April Stockholders may obtain a
copy of either or both without charge upan request to R, P
Bachert, Secretary and Treasurer, Commonwealth Edison
Company. P. O Box 767, Chicago, 1llinois 60690
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Commonwealth Edison Company/1980 in Review

Earnings Higher

Earnings on common stock in 1980 were $2.97 per
share. This was 46¢ higher than 1979 earnings of
$2.51 per share. The 1979 figure included about 12¢
due to the change that year from bi-monthly to month-
ly billing.

The increase in 1980 earnings is due principally to
higher rates, lower purchased power costs and larger
construction-related credits. However, these factors
were partly offset by the recession, increased operating
and maintenance expenses, higher interest and de-
preciation charges, increased taxes and more common
shares outstanding. (See Management's Discussion
and Analysis of Financial Condition and Results of
Operations beginning on page 6.)

Sales Down, Revenues Up

Adjusied to eliminate the one-time effect of the change
to monthly billing in 1979, kilowatthour sales to ulti-
mate consumers were down [.6% in 1980.

Because of the recession, kilowatthour sales to large
commercial and industrial customers decreased 7.6 %.
After adjustment for the 1979 billing change, sales to
residential customers were up 4.1%, due in part to a
warmer summer in 1980, while sales to small commer-
cial and industrial customers were up 0.4 %.

Despite the decrease in kilowatthour sales, higher
charges produced a 22.2% 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 year-end was
2,949,000, an increase of about 30,000 during the
year.

New Peak Load

With the first normal summer temperatures in three
vears, a new peak load of 14.2 million kilowatts was
established July 15, 1980. The new peak occurred
during a he.t wave which pushed temperatures into
the upper 90s. It broke the previous record of 13.9 mil-
lion kilowatts set in 1977,

Rate Relief Granted

Effective February 7, 1980, the lllinois Commerce
Commission granted the Company a rate increase of
about 14.47% based on 1979 sales. Unfor: anately, that
increase only temporarily halted the deterioration in
our financial condition. Accordingly, on August 8,
1980, we applied for a 19.7% rae increase and.
because of our urgent need to raise additional capital,
asked that about half the increase be granted on an in-
terim basis. The Commission authorized an interim
rate increase of about 8.9%, effective November 20,
1980, subject to refund with interest if not justified in
hearings on the full request. The interim increase is
expected to raise revenues by about $283 million on an
annual basis. However, because the higher ~ates were
apnlicable for only six weeks of the year, the.r impact
on 1980 results was modest.

So long as the interim rate order is effective, we are
required to cease capitalizing allowance for funds used
during construction on that portion of our LaSalle
County Unit | investment not already included in the
Company’s rate base under the Commission's Feb-
ruary 1980 rare order. (See Management's Discussion
and Analysis of Financial Condition and Results of
Operations beginning on page 6.)

1980 Highlights “Sne | Auingl Dhange
1980 1979 Since 1970
Net Income on Common Stock $287.1 million up 33.5% up 8.1%
Earnings per Common and Common Equivalent Share 8297 up 183% down 04%
Cash Dividends Paid per Common Share $2.60 — up 1.7%
Electric Operating Revenues $3.324.0 million up 22.2% up 13.8%
Sales to Ultimate Consumers 61.2 billion kwh down 2.6% up 3.1%
Average Residential Revenue®* 6.23¢ per kwh up 21.9% up 8.6%
Average Residential Use 6,625 kwh down 0.7% up 1.7%
Electric Customers at December 31 2.93 million up 1.0% up 1.3%
Peak Load 14.2 million kw up 2.9% up 3.2%

*Exciudes light bulb service

L=



More Rate Rehief Sought $5.7 Billion Construction Budget

1980 Financings

Lowered




Nuclear Units Delayed
Since our 1979 Annual Report, service dates of the six
nuclear units under construction at LaSalle County,
Byron and Braidwood stations were delayed for vary-
ing periods of up to two vears. This has resulted from
problems in meeting design and construction sched-
ules, a slowdown in the Nuclear Regulatory Commis-
sion’s licensing effort, and the need to keep annual
financing requirements within the Company's finan-
cial capabilities. The deferrals have significantiv in-
creased the estimated construction costs of these units,
Service dates for the six nuclear units under con-
struction are shown below,

Scheduied Net Capability

Unit for Service { kilowatts )
LaSalle County 1 1982 1,078,000
LaSalle County 2 1082 1,078,000
Byron 1 1983 1,120,000
Byron 2 1984 1.120,000
Braidwood ! 1985 1,120,000
Braidwood 2 1986 1,120,000

The Company las tentative plans for additional
coal-fired cycling capacity in the early 1990s and also
has contracted for some equipment for two nuclear
units in the mid-1990s at a site in Carroll County,
llinois. However, work on the Carrcli County units,
which are still in the planning stage, has been delayed.
With lower expected load growth aided by intensified
conservation efforts, we hope to defer the need for this
capacity.

Nuclear Safety: A Continuing Commitment
In our 1979 Annual Report and at the 1980 annual
meeting, we reported on measures being taken at Edi-
son in response to the accident in March 1979 ar the
Three Mile Island nuclear power plant in Pennsvl-
vania. To assure safe operation of our nuclear plants,
we are making equipmern: changes, strengthening
emergency response plans, and providing additional
training for nuclear station personnel. For our three
operating nuclear stations, such measures are expected
to cost 8275 million through 1985, including $30 mil-
lion in 1981

The Company in August named a Director of Nu-
clear Safety. reporting to the Chairman and President,
The newly created post was established on the recom-
mendation of the Senior Advisory Panel, a group of in-
dependent scientists and engineers formed by Edison
after the Three Mile Island incident to review our nu-

clear operations. The Director’s responsibility is to as-
sure that questions concerning nuclear safety in the
design. construction, operation and maintenance of our
nuclear stations are resolved.

The Company also is participating in several in-
dustry committees that have studied the lessons
learned at Three Mile Island. Establishment of the In-
stitute of Nuclear Power Operations (INPO) is one
outgrowth of the Three Mile Island incident. Func-
tioning much like an independent auditor, INPO is es-
tablishing bench marks of excellence for managing and
operating nuclear power plants. It also is conducting
independent evaluations of individual nuclear stations.
In 1980, INPO chose our Dresden station for its first
full-scale evaluation and concluded that Dresden “is
being safely operated by an experienced, capable and
dedicated staff.”

We remain convinced that nuclear power is the
safest, cleanest and most economical method of gener-
ating electricity for our customers. Our response to
Three Mile Island demonstrates the Company's con-
tinuing commitment to safe operations.

Savings with Nuclear Power

Our nuclear units in 1980 once again provided our
customers with electricity at the lowest cost while con-
serving less-abundant fuels. During the year. we gen-
erated 26 billion kilowatthours with nuclear fuel, 41 %
of the electricity we produced. Some 46 million barrels
of oil would have been consumed if these kilowatt-
hours had been generated with residual oil rather than
uranium. In the process, our 1980 fuel bili would have
increased by about $1.5 billion. Had we used Western
low-sulfur coal as fuel raher than uranium, our 1980
fuel costs would have been $460 million higher.

Dividend Reinvestment Plan

Over 41 000 common stockholders are participating in
the Company’'s Autematic Dividend Reinvestment
and Stock Purchase Plan.

Under the plan, stockholders purchase additional
common shares by reinvesting their quarterly common
stock dividends at a 5% discount from the market
price. They also may make optional cash payments of
from 325 to 83,000 pei quarter to acquire additional
shares at 100% of the market price. No brokerage
commussion is paid by stockholders for these pur-
chases.

Interested common stockholders may obtain an en-
roliment form and a prospectus describing the plan
from Commonwealth Edison Shareholder Services,
P.O. Box 767, Chicago, Illinms 60690



Tax Status of 1980 Dividends
Cash dividends paid on common stock n 1980 were
$2.60 per share. Of this. the Company sstimates that
927% was a return of capital (rather than ordinary
dividend income) for federal income tux purposes. All
1980 dividend pavments on the preferred and prefer-
ence stocks were ordinary dividend income

I'he Compary reported this information on the sub-
sttute Form 1099 statements mailed to stockholders in
late January 19%1 A letter of explanation also was in-
cluded. I vou were a stockhalder of record in 1980 and
did not recejve a substitute Form 1099 statement and
letter of explanation, please contact Commonwealth
Edison Sharehalder Services. P. O. Box 767, Chicago.
Hlinans G060

I'he Company's estimate of return-of-capital divi-
dends 1s subject to adjustment by the Internal Revenue
NService

Affirmative Action in the 1980s
For nearly o€ yvears the Company has had a nondis-
crimination policy, approved by the Board of Direc-
tors. Today our affirmative action plan reflects the
Company's policy of equal opportunity in hiring and
promoting. regardless of race, color, religion, national
orgin. sex. handicap, age or other nonsjob related
characrersies

One goal of our affirmative action program is to
equrte the minority representation in Edison’s work
force with that in the labor market across our northern
inots service area. About 22% of the people we serve
are members of nunority groups. Currently, minority
group members make up over 17 % ol our total work
force. Consistent with the Company’s affirmanve ac-
ton plan, women continue to assume more responsible
managerial and professional assignments

Board, Management Chor ges

Elected 1o the Board of Dy c.tors for the first time at
the 1980 annual meeting were Harvey Kapnick, Fi-
nancial Consultant. Thomas L. Martn. Jr. President
ol the [llinais Institute ol Technology: and Edward A
Mason, Vice President, Research, of Standard Onl
Company (Indiana)

During the vear, Thomas (. Avers retired as
“hairman and was elected Chairma- of the Executive
Committee. 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 (980, George P Rifakes. former Man-
ager of Fuel nd Budgets, and Preston B Kavanagh,
former Maoager of Purchasing, were elected Vice
Presidents. Thomas ] Maiman was named Assistant
Vice Presidem and ). Pawick Sanders was appointed
Manager of Industrial Relanons. Klaus H. Wisiol,
former Division Viee President of Chicago-Central
Division. was named to the newly created position of
Muanager of Load Management and Conservation.
Robert 1. Mannming replaced Mr, Wisiol as Chicago-
Centrai Diwvision Vice President. Frank A. Palmer
became Diision Vice President-Nuclear Stations and
Richard E. VanDerway was named Division Vice
President-Fossil Stations.

Quarterly Market Price Range and
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Summary of Selected Consolidated Financial Data

Electric operating revenues . . .................. ..

NELANCOME . . .o v ot st

Earnings per common and common equivalent share (in

dollars) ... ..

Total assets (arend of vear) ......................

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

lease obligation (at end of year) ... . ... L
Cash dividends declared per common share (in dollars) .

1980 1979 1978 1977 1976
—Millions of Dollars—

$ 3.324 2,72 $2.443 2095 81,908

.. 8 382 8 297 8 321 8 247 8§ 242
e 8 297 8251 $330 %28 8320
$10,177 89,173 87924 $6,830 $5910

$ 5230 $4.867 83,795 83255 $2.929

$ 260 $260 $245 8240 § 240

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

Liquidity and Capital Resources

The Company and its electric utility subsidiary, Common-
wealth Edison Company of Indiana, Inc., (the “compa-
nies” ) are engaged in a continuing construction program
which has been and will be modified as necessary for adap-
tation to changing economic conditions and timeliness of
rate relief, as well as other relevant factors. The construction
program (excluding nuclear fuel) for the five-year period
198185 calls for electric plant and equipment expenditures
of approximately $5,700 mullion, including $1,300 million
each in 1981 and 1982, 81,200 million in 1983 and $950
million each in 1984 and 1985, These estimated expendi-
tures include $4.470 million for production facilities, $1,135
million for transmission and distribution facilities and $§95
million for general plant, and assume that construction costs
will escalate 9% annually. Purchase commiiments, prin-
cipally related to construction and nuclear fuel, approximat-
ed §1.868 million at December 31, 1980. In addition. the
companies have substantial commitments for the purchase
of coal vwnder long-term coal contracts.

Of the funds required for the 1981-85 construction pro-
gram, it is presently estimated that approximately 50% will
be provided from outside financing. In addition, zpprox-
imately 8761 964,000 will be needed to refinance first mort-
g=ge bonds and loans from bank holding companies matur-
inz by the end of 1985 The type of financing will depend on
market conditions and the results of rate increase requesis
during the five-year period. The Company expects a portion
of its financing to be provided through the leasing of nuclear
fuel. The type of financing, if possible, will reflect the Com-
pany's goal 1o reduce the debt portion of its capitalization to
approximately 50% toward the end of the five-year period.
Reference s made to the Statements of Consolidated
Changes in Financial Position for the construction expendi-
tures and funds provided internally from current operations
for the years 1980, 1979 and 1978

The Company's ability to finance the construction pro-
gram is dependent upon electric rates which will provide a
level of earnings sufficient to pay for that portion of the con-
struction program 1o be financed trom internal sources and
to maintain debt and preferred and preference stock cover-
ages and common stock equity earnings which will permit
the issuance of additional securities of the Company on rea-

O

sonable terms. The necessity for extensive plant expansion
in an inflavonary era, when the Company has been
required ' large amounts of new capital at high costs,
coupled v.1*.¢ additional costs imposed by regulatory delays
in construction and environmental compliance require-
ments, has been a significant factor in the deterioration af
earnings. The deterioration of earnings has caused declines
in debt and preferred and preference stock coverages and
several downgradings of the Company's securiiies ratings
and has adversely affected the price and cost at which the
Company car. sell equity and debt 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 sufficient ra' ienef o offset ad-
verse cost trends

Electric Operating Pevenues. The Company’s kilowatt-
hour sales to ultimat consumers, with 1979 adjusted 1w
eliminate the effects of the change from bi-monthly to
monthly billing for certain customers, declined 1.6% and
0.1% in 1980 and 1979, respectively and increased 4 4% in
1978, The decline in kilowatthour sales in 1980 was sig-
nificantly affected by the economic recession.

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

Interim or Annual Revenue Amount
Efective Date  Permanent Increase (in millions) (a)
November 20, 1980 Inierim $282.6(b)
February 7, 1980 Permanent $389 6(¢)
October 15, 1979 Interim § 452
December 14, 1978 Permanent § 749

(a) Based on iwelve-month test periods used in rate order

(b) Subject 1o refund with interest if not made permanent

{c) Includes the interim increase effective October 15 1070
which with certain exceptions was made permanent by the
Feuruary 6, 1980 order
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Crorrating revenues increased 3603121 000 in 1980, of
whieis spproxmately 3358 836000 resulted trom rate in-
creases effective February 7, 1980 (including the reluted
imierim ncrease effective October 15, 1979 and November
20, 19w, $283.68% 000 from increased fuel adjustment
charges because of higher fossil tuel costs. uffset by a
$39.404 000 pet decrease in ather items. resulting primanls
from the effect of the change from bi-monthly w manthly
billing in 1979

Operating revenues increased S278.134.000 in 1979, of
which approxsimaiely $85221 000 resulied from rate in-
creases etfective December 14 1978 and October 13, 1979,
8100505000 from increased fuel adjusiment charges
because of higher fossil fuel costs, 833,716,000 fram the
change fram bi-monihly 0 monthly billing of residential
and certain commercial customers and $8 434 .000 from the
transler of revenues from resale cusiomers which had been
recorded in other deferred credits pending a final federal
regulatory decision on revised wholesale rae schedules.
otfser by 4 §9.742 000 decrease in revenues from decreased
Kilowatthour sales (excluding the effect of the change from
bi-monthly to monthiy billing ) and other items.

Operauing revenues increased $347 771,000 in 1978, of
which approximately 8141,611,000 resulted from rate in-
creases etfective October 14, 1977 and December 14, 197K,
$150.366.000 from increased fuel adjustment charges
because of higher fossil fuel costs and $35.794 000 from in-
creased kilowatthour sales and other items,

Reterence 1s made o Notes 14 and 13 of Notes 1o Finan-
cial Sunements

Eivcine Operating Expenses and Taxvs. Fuel expense
has increased aver the vears primarily as a result of in-
creazes (n the price of fuel consumed. Although there was 4
dei “ease in net generation of electric energy in 1979, there
were significant increases in prior years. The change in the
mix at the sources of electric energy generation reflects
primarily the availability of the various types of generating
units during the respective years. The cost of fuel consumed.
net generation ol eectric energy and fuel sources of
Kilowatthour generation ;re as follows

1980 1970 [u7R
Cost of Tuel consumed
per mithion b
Coul M2 1osbde 130.1)g
Nuclear 31 3¢ 28 6le 24 10¢
el I3 8ue AT aBe 170 INg
Notural gus BdLTe 279712 300 3e
Average all fuels 168.37¢ 138.03¢  9983¢
New genernson of elevtric energy
mithions of Ktlewatthours 62819 62,133 60, ¥70
Fuel suurees of kilowatthour
generatiun
- 4o 43T 437
Nuvlear 41 .ty 4
i il i ) in
Natural g 1 3 o
10, T L
o a8 m=
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The Company has six nuclear generating unus with an
aggregute capability of 6,636 000 kilowarts under construc-
ton with scheduled service dates ranging from 1982 10 1980,
With the addivon of these nuclear generating units. the
Compary anucipates that by the mid-1980s over 50% of
the kilowuatthour generation will be from nuclear generating
unmits.

The amounts of purchased and interchanged power ex-
penses during the vears were primanly affecied by the
availability of generating units, weather and weather relat-
ed problems Most of the kilowatthour purchaies were at
prices lower than costs at which sucn kilowathours could
have heen generated on the Company's s/stem at the time of
purchase, In 1979 the Company had prolonged generating
unit outages and prolonged severe weather which impaired
harge and rail deliveries of coal and ol 10 fossil-tueled gen-
erating stations and hanipered coal handling operations. In
1978 the Company had an increase in energy supplied to
other utilities. much of it emergency energy during the
prolonged coul strike and extreme cold weather early in
1978.

For a discussion of taxes, except income taxes, reference is
made 0 Note 13 of Notes o Financial Statements.

Interest on longsterm debt and notes payable increased
because of greater amounts of debt outstanding and higher
interest rates. During 1980, 1979 and 1978, average long-
term debt outstanding was 84,633 445,000, $3.895 445 000
and $3.300,410.000, respectivelv, and the average interest
rates thereon were K.30% . 7.66% and 7.29% , respectively;
average notes pavable outstanding were $445% 325 000,
$323.719.000 and $206.563.000, respectively, and the aver-
age interest rates thereon were 12.82%, 11.18% and
TB37% | respectively.

The amounts of allowance for funds used during con-
struction  “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. AFL DC does not contribute to the current cash
flow of the Compan: for the year 1980, the equity coms-
ponent constituted 43% of net income and the debt compo-
nent. representing interest costs expended, was eguivilent to
23% of net income. In connection with the ratwe order effec-
tive Fehruary 7. 1980 the Company has been allowed to in-
clude 8343 3 million ot construction work in progress relat-
#d to Ladalle County Unit / .n the rate base and ceased 10
capitalize AFUDC on such onstruction work in progress.
In connecuon with the interim rate order effective
November 20, 1980 the Company was required to cease
capitahzing AFUDC on the remainder of its investment in
LaSalle County Unit |, which amounted 1o $630 million at
December 31, 1980

Relerence is made to Note 2] of Notes wo Financial State-
ments regarding the effects of inffation on selected sup-
plementars dawa including cash dividends declared per com-
mon share. the marke: price per common share and income
trom continuing uperations. on an inflation adjusied basis,

e i B e e it
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Commonwealth Edison Company and Subsidiary Companies

‘ 1980 1979 1978
Statements of Consolidated Income M L AT
ELECTRIC OPERATING REVENUES (Notes 14 and 13} $3.324043 $2720922 $2442.788
ELECTRIC OPERATING EXPENSES AND TAXES
Fuel i Notes 1 and 21) $1,167,232 § 962,742 § 753,800
Purchased and interchanged power—net 115,392 163,205 50.845
Operation 461,873 406.179 354 249
Main:enance 206,787 179,124 164,491
Depreciation ( Notes | and 21) 269,937 250,122 228,871
Taxes (except income) ( Note 13) 390,244 305,705 320.876
Income taxes (Notes | and 12—
Current —Federal 103,241 6:,813 70,050
—State 14,601 8711 9,439
Deferred—Federal—net 93,460 46,119 76.145
~State-—net . i 17,073 6,093 6,691
Investment tax credits deferred—net (Notes | and 12) {8,310) (3981 32,537
$2,831,330 $2385.832 $2.067,994
ELECTRIC OPERATING INCOME § 492513 8 333090 § 374794
OTHER INCOME AND DEDUCTIONS
Jnterest oo long-termt BBt . . ... iha e e i $ (394,189 $(298.334) §(240,936)
Interest on notes pavable (57,133) (36,422) (16,171)
Allowance for funds used during construction l\ole 1)—
Borrowed funds, net of income axes . 8B, 778 68,839 44,397
Equity funds 163,375 153,269 114,679
Current income tax credits apphcable to nonoperaung activities \mcs 1
and 12) 1 - 106,731 77,305 51,332
Misoellan@ous—081, . . . . i e i e s s s (20,072) (3,069) (7,337)
$(110510) § (28412) § (53836)
NET INCOME $§ 382003 § 296678 § 320958
PROVISION FOR DIVIDEN DSON PREFERRED \\D PRFFERE\CE
STOCKS ; 94 910 81,722 66,905
NET INCOME ON COMMON QTOCI\ $ 287093 8§ 21495 § 234, 033
P s s ———
AVERAGE NUMBER OF COMMON AND COMMON EQUIVALENT
SHARES OUTSTANDING (in thousands) 96,569 85,759 76,939
EARNINGS PER COMMON AND COMMON EQL I\ %LE\T SH ‘\RE
{ Note 1) . $2.97 $2.51 $3.30
CASH DIVIDENDS DECL-\RED PER COMMON SH \RE $2.60 $2.60 §2.43

i Indicates deduction

The accompanying Notes 1o Financial Statements are an integral part of the above statements

Report of Independent Public Accountants
To the Stock holders of Commonwealth Edison Company:

We have examined the consohidated balance sheets and
statements of consolidated capitalization of Commonwealth

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

Edison Company (an lllinois corporation) and subsidiary
companies as of December 31, 1980, and 1979, and the
related statements of consolidated income, retained earn-
ings, premium on common stock and other paid-in capnal,
and changes in financial position for each of the three cears
in the period ended December 31, 1980. Qur examinations
were made in accordance with generally accepted auditing
standards and, accordingly, included such tests of the ac-

Chicago. [llinois,
January 30, 1981

In our opimon, the financial statements referred 1o above
present fairly the financial position of Commonwealth
Edison Company and subsidiary companies as of December
31, 1980, and 1979, and the results of their operations and
changes in their financial pou..'on for each of the three years
in the period ended December 31, 1980, all in conformity
with generally accepted accounting principles applied on a
consistent basis

Cotleen W“a
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Consolidated Balance Sheets

December 3|

1981

1979

= Thousands of Dollars—

ASSETS
LTILITY PLANT (Notes 1.8, 17 and 21):
Plant and equipment, at original cost Cincludes consteuction work in progress of
$4. 148 million and $3.296 million, respectiveiy ) .
Less— Aveumulated provision for depreciation .

Nuclear tuel, at amortized cost ( Note 16)

Less—Accumulated def-tred income taxes ( Note 2)

POLLUTION CONTROL FUNDS HELD BY TRUSTEE

INVESTMENTS
Subsidiaries not consolidated ( Note 1) |
Orther investments, &t cost

CURRENT ASSETS
Cash ( Note 91, iR s S P, T e
Temperary cash investments. at cost which approximates market |
Special deposits
Receivables—
Clusiomers
(ther ‘ mli, e
Provision for uncollecuble accounts
Caal and fuel vil, ar average cos;
Materials and supplies, at average cost
P spavmenis

DEFERRED CHARGES

LIABILITIES

CAPITALIZATION {see accompanying statements )
Common stock equity . | , R
Preterved and preference stocks without mandatory redemption requirements
Preterence stock subject to mandatory redemption requirements
Long-term debt

CURRENT LIABILITIES

Nawes pavable ( Nowe 9 )
Commercial paper
Bank loans Tk ;

Current maturities of long-term deby

Accounts pavable

Accrued interest

Avrrued taxes

Dividends pavable

Customer deposits

Orher

DEFERRED CREDITS

Aocumulated deferred investment tux credits ( Note 1)
Other

CONMMITMENTS AND CONTINGENT LIABILITIES ( Note 18)

£11.965.860 $10810932
2,334 809 2.006.394
$ 9031051 8 8714538
231,127 359,767

£ 9862178 $ 9.074 305
957,732 839,199

$ RO04446 S B 235106
s 203 ) 047
§ 194186 8 178,019
92,931 B1.380

§ 287017 § 260205
3 12328 % 14,804
8002 120

206 403 12.643
293390 236,858

6 548 14415
(1,500 (1,500
45%6.179 200 804

R 408 65415

17 468 5,040

$ 045428 § 647595
N 39048 § 29,062
$10177.142 8§ 9172615
e e

§ 2912994

§ 2,334,043

483 940 490 300
62R.081 383,567
4,001 844 4281927

§ %.626.5859 $ 7RO RAT
$§ 4BROT4  § 356,740
3800 3 800

139 342 49 080
202,184 260 8O
116,042 8% 3131
130,218 123.378

RO 211 80098
22.156 18,244
317 30,431

S 1283398 8§ 100K 109
$ 233077 $ 241.387
A3 808 31,282

£ 266.8KR5

$§ 272,669

$10. 177 142

————

$ 0172.615
S e

i Indicates deduction

The secompanyving Notes 1o Finanoal Ssavements are an integral part of the above statemen(s

9
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Statements of Consolidated Capitalization

December 31,

1980 1979
~~Thousands of Doliars—

)

COMMON STOCK EQUITY (Notes 3, 6 and 7
Common stock, $12.50 par value per share—
Qutstanding-—108,300 369 shares and 87 883 200 shares, respectively
Premium on common stock and other paid-in capital . ... ... .. W
Treasury stock, at cost .. ..., ... .. 7 IS : . s
Capital stock und warrant cxpensc T B S T ARk i T H s e o b L S L e,
Retained GAPHINMEE . ., . buvod s hin i oo dbin by e b s ke

PREFERRED AND PREFERENCE STOCKS WITHOUT MANDATORY
REDEMPTION REQUIKEMENTS (Notes 3 and 4).
Preference stock, cumulative, without par value—outstanding—10,499 549 shares .
§1.425 convertible preferred stock, cumulative, without par value—
Qutstanding—1,023,295 shares and | 823 280 shares, respectively . - aur
Prior preferred stock, cumulative, $100 par value per share—no shares oumandmg L

PREFERENCE STOCK SUBJECT TO MANDATORY REDEMPTION
RECUIREMEINTS (Notes 3 and 3):
Preference stock, cumulative, without par value—
Qutstanding—10,406,200 shares and 10,200,000 shares, respectively . .

LONG-TERM DEBT (Notes 8 and 20)
First mortgage bonds:

Maturing 1980 through 1985—
B% % due July 1, 1980 . = L r et
8% % due April 1, 1981 .. ... .. i § L TP Tt andisd de R s
S NCtue Juauary U ARRE . 5o Ll smmate e b ale it 8o e i 6 e
3% % due Julv 1, 1982 . ... ... SRR o L e, o (e e, e s e R
8% dae Qctober 1, 1982 . ... ...0vcvn
- TTT BT R L Yoy o B R o SR PE STl e, T A
3% due May 1, 1984 .. ......... et i b e Tt - T, T ST
9% % due June 15, 1984, ..., ... ... o it
5 Q0T T B 1 LSS Rl SR B e AN e e e e o
3%% due June 1, 1985. ... ........... .. L.

Maturing 1986 through 1995—-3%% to 380% 4

Maturing 1996 through 2005—5%% 10 9%% .............. Loy g

Maturing 2006 through 2010847 to 11'4 B Lo s

Debentures, due 1986 and 1987—12'2% and 14%%%

Sinking fund debentures, due 1996 through 2004—2%% 10 15%%

Sinking fund debentures, due 2008 through 2011-—3%% to 4% % :

Pollution control obligations, due 2000 1hrough 2010—3%% to 10 % ..

Other long-termdebt . ... . ... ... o e et

Current maturities of long-term debl included in current habnlnues My T betes Lt
Unamortized net debt discourt and premium (Note 1) .. ... ..., T

$1.353,756  §1,098,541

911,360 818.929

(10) (6)
(14,286) (13.417)
662,174 629,996

§2912994  $2 534,043

§ 432320 § 432320

51,620

$ 483940 8§ 490,300

980

| 4

$ 628081 § 585567

$ — $ 49,009
39,269 39,269
4,000 4,000
40,000 40,000
99,695 99,695
125,000 125,000
50,000 50,000
200,000 200,000
100,000 100,000
4,000 4,000
190,000 190,000
1,075,000 1,075,000
790,000 730,000
$2,716,904 82,705,973
375,000 250,000
1,186,336 1,064,619
49 468 53,838
335,000 275,000
102,127 2,198

(139.342) (49 080)

(23,709) {20.621)
$4.601 844 84 281027
$8.626,859 $7 891837

4 3
() Indicates deduction.

The accompan ing Nates 10 Financial Statements are an integral part of the above statements
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Statements of Consolidated
Changes in Financial Position

1980

1970 !(;‘,5

Uhousands of Dollars—

FUNDS PROVIDED BY
Current operations—-
Net income
Depreciation and amortization
Deferred income taxes and invesumeni tax 1rrdu\—-nr'
Equity companent of allowance for funds used during construction
Onner non-cash iems—net

Funds provided internally
lssuance ol securines—
Long-teem debi
Clapital stock
Side of auclear tuel
Increase in short-term horrowings

FUNDS APPLIEL: TO
Construction sxpenditures
Nuclear fuel expenditures
Eguity component of allowance for | unds used during consiruction

Cash dividends declared on capital stock
Retirement af first morigage bonds for cash
Redeemed or reicquired preference atock .
Investment in subsidiaries not consolidated
Decrease in pollution control funds held by trusiee

Increase * Decrease ' in working capital (other than short-ierm borrow’ ags

and current maturities of long-term debt )
Other fems-—-net

$ 382,003
361515
110,222

(163,373
3,341

$§ 206678 8 320938

329 421 309 331

54 445 | 18,083
%) (153,269) (114.679)
(5384 (5.010)

$ 091.706

465,774
390018
139,925
131.934

$ 521,891 § 028,683

9216.223 545375
454 032 348423
34 995 98.210

81,819,357
p e

§1.927 141 §1.620.691
— e

$1.179.684  $1292.176 81,317,207
123,793 139.620 160,110
(165.375) (153.,269) (114,679)
§$1.138,102 $1.278.527 $1.362.63%
349 823 309,105 257 529

49 009 139,504 83,321

7.09] 7,230 -—

21,033 19,920 41,915
{444) (4.503) (36.509)
244,740 152,990 (95.217)
10,001 24 308 7014
81819337 §1,927.141 §1.620.691
3 3 e

{

i Indicates deduction.

Statqmems of Consolidated
Retained Earnings

1980

1979 1978

Thousands of Daollars—

BALANCE AT BEGINNING OF YEAR
NET INCOME

l)} DUCT -
ash dividends declared un—
C.ommon stock
Preferred and preference stocks
Premium and expense un prelerence stock redeemed

§ 062999
382,003

$ 642,717 § 579288
206,678 320958

1 111,999

§ 939395 § 000246

§ 234440
03 385

§ 225567 § 189340
83,338 67,983
204 -

§ 34982

§ 300399 8§ 257329

BALANCE AT END OF YEAR § 662174 § 62999 § 642717
MR L s e IR 2
Statement: of Consohidated Premium on 1980 {979 1978

Common Stock and Other Paid-in Capital

- '['hm.u.xnm ot “"5;.”‘ —

BALANCE AT BEGINNING OF YEAR
ADD—Premium on ssuance of commeon stock and gain on reacguired
;""'_’!",’thf‘ STOCKR

DEDUCT«<Transder
BALANCE AT END OF YEAR

commaon stuck actount upon exercise of warrants

§ X18.929

$ OBT.I00  § 374003

92,707 32,173 113 480

$ 911.636 § 819275 § 087513
278 R T 413

$ 911 M) § Rina20 § 687 100
e e I e

Ihe woompinving Notes 1w Financal Statemenis are an IneRral part of the Abowve 5t

arements




Notes to Financial Statements

(1) Summary of Significant Accounting Policies

Principles of Consolrdation. The consolidated financial
statemen's include the accounts of all subsidiaries engaged
in the electric utility business, All significant intercompany
transactions have been eliminated.

Individual financial statements of the Company have
been omitted because it is primarily an operating company
and all subsidiaries included in the consolidated financial
statements are totally-held subsidiaries, Financial state-
ments of the Company's nonconsolidated subsidiaries have
been omitied because, considered in the aggregate, they
would not constitute a significant subsidiary

Investments in Substdiaries not Consolidated. 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 $18,354,000, §23,389,000 and $19.076,000, respec-
tively. of undistnibuted earnings of subsidiaries not
consolidated. The equity in earnings of subsidiaries not con-
solidated, which is included in miscellaneous income, for the
vears 1980 1979 and 1978 was $965,000, 84.362,000 and
$1,645.07 0, re vectively. The Company's investment in its
uranoua subsic ary at December 31, 1980 includes about
$6,205,000 wh' :h represents the unamortized portion of the
purchase cost sttributable to uranium ore reserves after tak-
ing account ¢( the esimated net value of the subsidiary's
other assets at the date of acquisition. This amount s being
amortized on the basis of uranium concentrate produced
from the reserves.

Depreciation. Depreciation is provided on the straight-
line basis by amortizing the cost of depreciable utility 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 retiring a nuclear generating unit is un-
certain at the present time, these composite depreciation
rates include significant allowances for both interim
chemical cleaning and end-of-life decontamination and re-
«irement

Amartization of Nuclear Fuel. The cost of nuclear fuel is
amortized to fuel expense based on the quantity of heat
produced for the generation of electric energy Since October
1976, a provision for costs associated 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 rate is reviewed periodically and the estimate is
revised, as deemed appropriate, on a prospective basis. In a
pending rate proceeding before the Illinois Commerce Com-
mission, the Company is proposing to increase the rate to
two mills per kilowatthour which would provide for es-
timai+d disposal costs of fuel currently in reactors, and also
make additional provisions over a ten year period {or es-
timated disposal costs of fuel alreacy discharged from reac-
tors. During the years 1980, 1979 and 1978, provisions for
amortization of nuclear fuel. including provisions for spent
fuel disposal costs, were $91,578000, §79,299,000 and
$80,460,000, respectively

Income Taxes. The Company provides {or deferred in-
come taxes on certain uming ditferences between hook and

12

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

Investment tax credits utilized are deferred and amortized
through credits to income over the lives of related property.

Provisions for deferrals of construction-related income
tax benefits (e.g .veralized depreciation) reflect consump-
tion of the plant and equipment to which they relate. Con-
sequently, they are similer to depreciation provisions, and
the related accumulated 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 clossified as other income.

Allowance for Funds Used D ing Construction
(AFUDC) | In accordance with uniform systems of accounts
prescribed by regulatory authorities, the Company capi-
talizes AFUDC which represents the esumated net cost of
funds used to finance the construction program. Annual
ratesof 7.65% . 7.26% and 7.0% (net of income tax rates),
compounded semiannually, were used in 1980, 1979 and
1978, respectively, to determine the amounts of AFUDC.
These rates were caiculaed in accordance with the formula
prescribed by the Federal Energy Regulatory Commission.
Reference is made to the next to the last paragraph in Man-
agement's Discussion and Analysis of Financial Condition
and Results of Operations.

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

Gain on Reacquired Debentures. Gains resulting from
reacquisition by the Company of its debentures 1o satisfy
sinking fund requirements are recognized currently in other
income. net of related income tax effect. This method is con-
sistent with the treatment applied for ratemaking purposes.
The gain on reacquired debentures, net of income axes, [or
the vears 1980, 1979 and 1978 was §2,207,000, $1,437,000
and $2,298.000, respectively.

Earnings Per Common and Common Eguivalent Share
Earnings per share were computed using the weighted aver-
age number of shares of common stock and common stock
equivalents outstanding. Addi onal shares of common stock
which would be issued if all outs*anding common stock pur-
chase warrants were converted ir .o common stock have beei:
considered common stock equivalents.

(2) Accumulated Deferred Income Taxes
Accumulated deferred income taxes have been deducted
from utility plant investment because a substantial portion
thereof, like the accumulated provision for depreciation. is a
valuation 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 autharized shares of capial
stocks were: common stock— 129,000,000 shares: preference
stock-—34 530,000 shares. $1.425 convertible preferred
stock—1.623,295 shares. and prior preferred stock—
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E30.000 shares. The preference stack is issuable in series
and may be issued with or without mandatory redemption
requiremnents. The preferred and preference stocks are non-
participating. Holders of shares at any time outstanding,
regardless of class, are entitled to one vote fur each share
held on each matier submitted to a vote at a meeting of
stockhalders, with the right 1o cumulate votes in all elections
for directors,

(4) Preferred and Preference Stocks Without Manda-
tory Redemption Requirements

The series of preference stock without mandatory
resemption requirements ourstanding at December 31,
19800 are summarized as foilows:

Aggregare  Redempuon Price Per Shure
 Shares Staed (plus accrued and unpaid
Series  Ouistanding  Value dividends, if anv )

~—Thousands
of Dollars—
§1.90 4249549 $106.2%9 $26 prior w May 1, (98], and
$23 23 thereatter

$200 2000000 51,40 82681 prior 1w December |
1981, und 826 04 therealter
§1.96 2,000,000 52440 82765 prior o December 1,

1982, and 827 11 thereafter
§7.4 TE0 ) T4.340 8103 prior 1o March 1, 1983,
and $101 thereafter

§8 40 750,000 74178 8103 prior o February 1, 1984,
and $101 therealter
$5 TH0,000 73306  Nonscallable prior 10 April 1

1982; $102.15 from April |
1982 through March 31,
1987, and $100.16 thereatier

10,499,549 $432 320
P —

The shares of the $1.425 convertible preferred stock are
convertible at the option of the holders thereof, al any ume,
into common stock currently ar the rawe of B7/100ths of a
share of common swck for each share of convertble
preterred stock, subject to future adjustment, The converti-
ble preferred siock may be redeemed at 842 per share. plus
acerued and unpaid disidends. if any. During 1980, 1979
and 1978, 199985 shares, 722,443 shares and 299302
shares, respectively . of the convertible preferred stack were
converted 1nto common siock

N shares ot prelerred or preference stoek without man-
datory redemption requirements were issued or redeemed
during 1980, 1979 and 1978

The involuntary liguidation prices per share of the out-
standing preference stock without mandawry redemption
requirements are 823 00 for the $1.90, $2.00 and $1.96 se-
ries; $99 12 for the 87 24 series: 89890 for the S840 series;
and 398.09 for the 38 38 series; plus acerued and unpard
dividends, it any. The involuntary liguidation price of the
$1 425 convertible preferred stack is 821 80 per share, plus
averued and unpaid dividends. it anv

(50 Preference Stock Subject 1o Mandatory Redemp-
tion Requirements

The series of preterence stock subjeet o0 mandatory

redempiion requirements outsianding at December 31,
1980 are summarized as lollows:

Aggreguie
Shares Stated
Series Oustanding  Value

Redempuon Price Per Share
' plus acerued and unpad
dividends. i any

—Thousands
of Dollars—

S287F 26UK300 8 62865 Nonecallable prior 10 Novem-
ber 1. 1984 except for sink-
ing fund; §26.50 from No-
sember | 1984 through Oc-
wher 31, 1989, and $2525
thereatrer

67 3264 82650 through October 31,
1983, 822 73 from November
L. 1985 ihrough Ociober 31,
19960; und 82523 thereatter

$x.20) TAGL (00 TRUO0 Non-callable priar 1o Novem-

ber 1. 1987 except for sink-
mg fund. $105 from No-
vember 1. 1987 through COk-
taber 3, 1992, $103 from
Nevember |, 1992 through
Cietober 31, 1997, and $104

$2378 2797700

therealter
x40 T20.000 T4.494  Non-callable prior 10 May 1,
Series B {983, 8103 from Masy 1,

YORY through April 0. 1988,
and §101 therealter
L LS TR0 (K TRO00 - Non-vallavle prior 1 August ',
TO8K, excepr for sinking
tund, §$105 from August 1,
198K through July 31 1993,
$103 from August | 1993
through Julv 31, 1998, and
$101 thereafier
S0 008) 1530000 Non-cal'~*'= = Lor 10 August |,
108G, except for sinking
fund. $10% from August |
1U89 through Julv 31, 1994,
§103 from August 1. 1994
through July 31 1999, and
$101 thereutier
§1170 T3l T3.353  Non-callable prior 0 Novem-
ber 1. 1989 except for sink-
ing fund. $103 fram Novem-
ber 1. 1989 through Oviober
A, 1094, $103 fram Novem-
ber 1. 1994 shrough (ober
311999, and $101 therealier
$12.758 2060 000 #0008 Nonecallable prior o August 1.
1985 $103 from August 1.
F9%3 through July 31, 1990;
and $101 thereaiter

$0.23

L 406 00 SG2N OR|
oSomeomaem | s
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Shares of preference stock subject 1o mandatory redemp-
on requirements were issued as follows, 300,000 shires 1n
1980, 2230000 shares in 1979 and 1 300,000 shares in
1978

The sandatory sinking lund requirements of outstanding
preference stack are summarized as Inllows
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Notes to Financial Statements continued

Arnual Sinking Fund Requirement and
Price Per Share | plus accrued and

Series unpaid dividends, i any)
$2475 150.060) shares at $25

$2.37% 150 000 shares at $23

$820. . 35.715 shares beginning in 1982, at $100
88 40 Series B 30.000 shares beginning in 1983 a1 $100
$8.45 37 3(%) shares beginning in 1984, m §100
$9.25 75 16K shares beginning m 1983, at $100
$11.70 37,300 shares beginming in 1983, at §100
$12.7% 30,000 shares beginning in 1986, at $100

Annual remaining sinking fund requirements will
aggregate $3.905.000 in 1981, §11.071,500 in 1952,
§14.071,500 in 1983, $17 821 300 in 1984 and $29.071 500
in 1985 During 1980 and 1979, 293800 shares and
300,000 shares, respectively, of preference stock subject 10
mandatory redemption 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 payments on each sinking fund re-
quirement date to retire an addiuonal 130.000 shares of
both the §2.8735 series and the $2.373 series, an additional
30,000 shares of the $8 40 Series B beginning in 1983, an
additional 37.300 shares of the $11.70 series beginning in
19832 and an additional 30,000 shares of the $12.75 series
beginning in 1986. The excess, if any, of the redemption
price over the carrving value of preference shares retired
will be charged to retained earnings.

The involuntary liquidation prices per share of the out-
standing preference stock subject to mandatory redemption
requirements are 82410 far the $2.873 series; $24.13 for the
$2.375 series, $100.00 for the $8.20 series: $99.326 for the
$& 40 Series B. $100.00 for the $8.85 and $9 25 series.
$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 Decembier 31, 1980, 8328 089 shares of common stock
were reserved for the following purposes. 1,412,266 shares
for conversion of $1.423 convertible preferred siock;
4K2 312 shares for exercise of common stock purchase war-
rants, = 307 208 shares for Automatic Dividend Reinvest-
ment and Stock Purchase Plan; 961,229 shares for Emplove
Stock Purchase Plan: and 165 074 shares for Emplove Stock
Ownership Plaa

Durmg 198, 1979 and 1978, shares of common stock,
$12 50 par value per share, were issued for the following
purposes

1980 1979 {978
17 000,000 ™ 000 000 6,000 000

Public Offerings
Agtomatic Dividesd Reipves-
ment and Stock Purchase

Plan 2700031 1 308 348 [ 144 T4
Conversion of §1 425 convert-
hie preferred stk 163,193 355448 220954
Emplove Suck Purchase Plan 431910 341315 287699
Conversion of warrants 22002 27370 19
Purchased with warrants 73 127 7

20417 109 9 833.008 7 .69 29
emesmmor pomTmsmmE SEmmmes
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At December 31, 1980, the Company heid in its treasury
330 shares of its commen stock which were reacquired from
parucipants who wsithdrew from the Automatc Disidend
Reinvestment and Stock Purchase Plan.

(7} Common Stock Purchase Warrznts

At December 31, 1980 and 1979, 482312 and 348,971
common stock purchase warrants, respectively. were out-
standing Each warran entitles the holder to purchase one
share of common stock for 330 or 1 convert such warrant
into common stocl at a conversion rate of one share of com-
mon stock for three warrants. The optior to purchase shares
of ommon stock will expire on April 30, 1981. Thereafter,
anvy unexercised warrants wiil continue to be convertible in-
o common siock. During 1980, 1979 and 1978, 66,639,
#3352 and 99322 warrants, respectuvely, were exercised
both 10 purchase and for conversion into commeon stock.

(8) Long-Term Debt

Sinking fund requirements and scheduled maturities for
the years 1981 through 1985 for long-term debt outstanding
at December 31, 1980, after deducting debentures reac-
quired for satisfaction of future sinking fund requirements
and deducting annua! sinking fund requirements for mort-
gage bands to be satisfied by available property additions,
are summarized as follows: 1981—839343.000; 1982 —
6166332000, 1983—8§145 886,000, 1984—-829 083,000,
and 1983—8169.300,000. Long-term debt maturing within
ane year has been included in current lLiabilites.

At December 31, 1980, the Company had outstanding
long-term notes pavable to two bank holding companies due
July 13, 1981, for an aggregate of §100.000,000. a1 the
prevailing prime interest rate. Such rate at December 31,
1980 was 21% % . These obligations are included in current
maturities of long-term debt.

The Company's outstanding first morigage bonds are
secured by a lien on substanuaily all property and fran-
chises, other than expressly excepted property, owned by the
Company,

(9) Notes Payvable

The Company has unused bank lines of credit of
$474,692.000 at December 3!, 1980, Of that amount,
$326.700.000. substantially all of which expires 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 Companv. The remaiming
$147 992,000 of the unused bank lines of credit 1s provided
in connection with the nuciear fuel lease agreement dis-
cussed in Note 16 The $300,000.000 maximum amount
available unde: the nuclear fuel lease agreement is reduced
by the amount of nuclear fuel lease obligations outstanding
it any ume under the agreement. This line of credit expires
January 30. {985 and borrowings made against this line
will be at various interest rates,

The Company mainiains cash balances on deposit with
tanks 10 provide aperatung funds, 10 assure availability of its
lines of credit and to rumpensate the banks {or other services
they perf4rm for the Company. These bank balances for the
Company und consolidated subsidiaries are marntained ar
an average level of approximately $13.000.000 without for-
mal commitments w0 do 0 As demand deposiis, ‘hese
balances mav be legally withdrawn at any time.
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(10) Service Annuity Systems and Post-Retirement
Health Care Benefits

The Company and Commenwealth Edison Company ol
Indiana. loc., 4 consolidated subsidiary, (the “companies™?
huve nor-cantributory service annuity svstems which cover
al! reguiar emploves. The service annuity svstems were
revised as of January 1. 1979 to increase pension benefits.,
Provisions for contributions 1o the related 1rust funds for
198G, 1979 and 1978 were $34.093.000, $36 804,000 and
$49 308,000, respectively, and were equivalen 10 actuarial
normal costs based on the aggregare cost method. Parts of
the provisions are charged 10 construction costs

The net asses available for service annuity plan beaefits
at January 1, 1980, the latest actbarial valdation date, was
$610.879.000 and the actuarial present value of accumulat-
ed plan benefits, based on participants” earnings and service
rendered o such date and using a 7.0 % rate of return, was
$354.693.000, af which 8304, 171,000 related to vested bene-
fis. The companies alse provide certain post-relirement
health care henetits 1o thewr retirees and their dependents
and 1o surviving dependents of deceased retirees. The ac-
tyarial present value of the liabilitv tor post-retiremeny
health care benefits at January 1. 1980, the latest actuarial
valuation date, was approximately $46.902,000, the fund-
ing uf winch wiil be provided by the companies prospective-
v thraugh o trust fund,

(11) Employe Stock Purchase Plan

Under the Company's Emplove Stack Purchase Plan. all
regular fulistime emploves. including officers but noi direc-
ars who are not othicers or employes, may accumulate up 1o
L0 ot their regular pav and on designated daves twice each
vear. in April and October. use such accumulated savings to
purihase. at their option, common stock of the Company at
907l the dlosing marke: price on such dares. but at ni less
than par value

112) Income Taxes

Provistons for current and deterred state and {ederal in-
came taxes and investment wix credits deferred tor 1980,
1979 and 1978 resulted in effective tax rates ol 33.3%.
2847 and 37 37, respectively, on pre-tax ook mcome for
sueh years of approxmtely 85090,1735.000, $§414.205 (00
and 8511610000, respectively. The principal differences
hetween these rates und the federal stmutory rates of <0.0%
4607 and 45 0% for 1980, 1979 and 1978, respectively,
were (i the etlet of state income 1axes which increases the
COmposite stataiory rates 1o 49 64 %, 48 90% and 30.08%
for |90, 1979 and 197K, respectively, and (1 ) the exclusion
from taxabie income of the equity component of allowance
tor funds used during construction. the federal meome tax
effec: of which. stared as a perventige of pre-tax book in-
come. was 129% 1707 and 1087 for 1980, 1979 and
1978 respeciively

Provisions for deterred noome 1anes on timing ditlérences
fhetwern hook and wx account W, net of reversais. of whith
STIOA3R 006, 822 213 00 and F82.836.000 were charged
10 eleerric operations for 1980, 1979 and 1978, respectiveh
and SB.OGL OOD, 86 217 000 and 32707000 were charged
wrother income and deduciions for 1950, 1979 and 1978, res
spectively., were as foljows
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QLI 1974 19748
—~Thousasds ot Drallars—

Liberahized depreciption § SO0aR  SAm UgY R3] AN

Reprair ablowanie . Male,  2T09% 3T a4
Onerheads vapitalized M THRAT 19250
Las caresforswird 13m1Y (K934 =
Spent nuclear tuel disposal

£osts : CR2.9320 (123760 CLUED)
Nddduonal revenues from change

to monthly biiling 6702 13,243 —
{)ther temis—net : 497 8224  (2.10R)

B11K 344 85K 420 8§85 543
sonmmrose  seoweny  zsomume

At December 3, 1980, unused investment tax credits
were approximately $318.000.000, of which 893,000,000
may be carvied forward through 1983, $140.000.000 may be
carried forward through 1986 and $83.000.000 may be
carried torwird through 1987, The 1979 luss {or income tax
purposes mav be carcied forward through 1986, Tt is cur-
rently expected that, with reasonable rate reliel, the unused
invesiment ax credits and the loss carrvforward will be
utilized by the expiration dates.

(13) Taxes, Except Income Taxes

Provisions for taxes, except income taxes. for 1980, 1979
and 1978 were as follows:

1UR0 1970 1978
— Thousands of Dallars—

Reul estaie, persioal property

and capinal Stock § 60825 8§ 54232 S14.500

Tlhinows invesied capital 04 3060 2R 419 —
lilineus public undiy revenue 1537446 (28,335 113.99
Muniipal utiliy  gross re-

cRipts sy 30 881 49740 435104
Muricipal compensiation 44 032 36.175 31.9%0
(hher , 3 604 5 TRe 1RA2

S390. 244 S3IE 03 R320ETH
e

Personal praperty taxes were gholished effective January
1, 1979 by the Hlinos Constitution. Replacemen: tax legis-
lavioi. effective Julv 1. 1979 established o new sate tax.of
(1.8 on invested capital of utilites a ! increased the state
InEome ax rate on cor porations from the previous rige of
4% w 683" unul Jaavary 1, 1981 and 10 6.3 % therealier,
Becuuse ol the delay 'n enacument of such legislation and
uncerainiies regarding the imposition of replacement taxes,
the Company's imerim provisions for taxes [ except income §
tor the vear 1979 included esumates which required adjus:«
ment in the fourth quarter to reflect expecied liabilities.
Had the expected Liatuliaes for 1979 veal estate and invesied
capntal raxes been recorded ratably during the vear. earn-
ings per common and common equivalent share would have
mereased approximately 8007 and $0.06 in he birst and
secand quarters of 1979, respecuvely. and decreased ap-
proximately $0.13 in the fourth quarter of 1979,
(14) Revenues Subject to Possible Refund

Since Oectober 31, 1974 the Company has billed
$41.213.000 10 resale cusiomers subgect 10 possible refund
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Notes to Financial Statements continued

with interest pending final decisions on revised wholesale
rate schedules filed with the Federal Energy Regulators
Commission. On September 14, 1979, the Commission
issued an order with r2spect to the rate scheduies effective
Ocrober 31, 1974 requiring that additional siudies 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 (o operating
revenues $8.434 000, representing that portion of such prior
vears billings which had been recorded in other deferred
credits pending a final decision. This transfer increased
earnings per common and common equivalent share ap-
proximately $0.05 in the year 1979 On November 12,
198, the Commission approved the rate schedules effective
October 31, 1974 Such order is presently being appealed to
the L8, Court of Appeals for the District of Columbia Cir-
cuit. Of the $41.215.000 subject to refund. $7.131.000
reflects billings under revised wholesale rate schedules efiec-
tive September 1, 1979

At December 31, 1980, billings to retail cusiomers subject
to possible refund with interest were approximately
$20,966.000, which represents billings under the lllinas
Commerce Comriission interim rate order effectuve
November 20, 1980. These billings 10 resale and retail cus-
tomers collected subject 1o possible refund are included in
operating revenues.

(15) Effect of Change to Monthly Billing

Pursuant to an arder of the Illinois Commerce Commis-
sion, the Company, beginning during the latter part of
March 1979, changed from bi-monthly to monthly billing
for residental and certain commercial customers. This
change resulted in additional operating revenues of approxi-
mately $33,700,000 and additional earnings per common
and common squivalen: share of approximately $0.12 for
the year 1979

(16) Lease Obligations

Under a nuclear fuel lease agreement entered into in Jan-
uary 1980, a trust may purchase nuclear fuel and lease it to
the Company. The trust can borrow a maximum of
$300,000,000 1o finance nuclear fuel lease transactions. At
December 31, 1980, the Company’s obligation to the trust
for nuclear fuel sold and leased back amounted to
$132.214 000. Lease payments cover the amortization of the
nuclear fuel used in the Company's reactors plus the lessor's
related finance expenses.

In addition, the Company has leased certain other
praperty which would meet the criteria requiring capi-
talization under an accourting 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 ratemaking purposes, they have been
accounted for in the same manner. If such leases had been
capitalized. related assets and labilities of approximately
$184 830,000 and $60.993.000 would have been recorded at
December 31, 1980 and 1979, respectively. The efiect on
expenses for 1980, 1979 and 1978 would not have been
material.

Future minimum rental payments, net of executary costs,
at December 31, 1980 for such leases, including the nuciear

16
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fuel lease and the other capitalizable leases relerred 1o
above, are estimaied to aggregate $330.033.000, including
§20,933,000 in 1981, 847,341,000 in 1982, §92.440,000 in
1983, $66.164.000 in 1984, §30.907.06G6 in 1985,
$30,810.000 in 1986-90 and $1,258 000 in 1991. The es-
timated interest component of such rental paynients ag-
gregates $89.036.000.

(17) Joint Plant Ownership

The Company has a "3 % undivided ownership interest
in the Quad-Cities nuclear generating staticn. The Com-
pany is responsible for 75 % of all costs. and such costs are
charged to appropriate investment, nperation of mainte-
nance accounts. The Company provides its own financing,
At December 31, 1980, for its "3 % proportion, the Com-
pany had invested $211.469.000 in utility plant in service,
$23.910,000 in construction work in progress and
§37 860,000 in unamortized nuclear fuel. The related ac-
cumulated provision for depreciatian of wulity plant was
839,319,000,

(18) Commitments, Contingent Liabilities
and the Construction Program

Purchase commitments, principally related ¢ construc.
tion and nuclear fuel, approximated $1.268,000,000 at
December 31, 1980. In addition. the companies have sub-
stantial commitments for the purchase of coal under long-
term coal contracts.

The Company is a member of Nuclear Mutual Limited,
established to provide insurance coverage against property
damage to members’ nuclear generating facilities. The
Company would be subject 10 a maximum assessment of ap-
proximately $90,000,000 in the event of losses.

The Company alsu 15 a member of Nuclear Electric In-
surance Limited, established 10 provide insurance coverage
against the cost of replacement power during certain
prolonged accidental outages of nuclear generating units.
The Company would be subject 1o a maximum assessment
of approximately $47.000.000 in the event of losses,

In addition, the Nuclear Regulaiory Commission’s in-
demnaty for public liability coverage under the Price- Ander-
son Act is supported by a mandatory industrv-wide program
under which owners of nuclear generating facilities could be
assessed in the event of nuclear incidents. Based on the
aumber of nuclear reactors presently in service. the Com-
panv would be subject to a maximum assessment of
$32,300.000 in the event of an incident, limited 10 a maxi-
mum of $63,000,000 in anv caiendar vear. For each ad-
ditional nuclear reactor placed in service, such maximum
assessments will increase 83,000,000 and $10.000.000, re-
spectively.

The continuation of the Company's consi=uction program
is dependent upon adequate and timely rate relief. Refer-
ence is made to the third paragraph in Management's Di»-
cussion and Analysis of Financial Condition and Results of
Operations.

The Company is invoived 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 operaung expenses,
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(19) Quarterly Financial Information

Electric Eleitric
Operatung  Operating
Revenues Incame

\verage Number of Earnings Per
Common and Common and
Net Income on - Common Equivalent Common

Cammon Stock  Shares Ouistanding Equivalent Share

v [housands of Doflars—

I'hiree Months Ended

~In Thousands—

March 31, 1979 : SO08.54Y9 8§ 56187 § 48,140 § 29950 52054 $0.37
"ll!" Wy (970 s()td 322 £ 96.3%3 < 195 s 66,959 86,221 S“-ﬁ
Nepremiber 30, 1979 §735.404  SI2K 110D 8120234 § 99207 R6.97R S$i 14
December 31, 1979 ! $032.047 8§ 34440 B 41089 $ I8774 87,782 $0.21
March 31 1980 STTO "8 8 91345 & 69035 § 45 7% Of) K32 $0 30)
June 3t 1980 8728280 Si04.284  § 76800 $ 33332 97307 80.55
September 30, 1980 SUROILT 8164970 $142,063 S8 454 9% ORI $1.21
Diecember 31, 1980 $825 960 5131694 £ 94,009 £ 69373 100, Gty $0.49

Reference s made 10 Notes 13 and 14

(20) Subsequent Event

On January 29. 1981, the Company issued $150.000.000
principal amount of First Mortgage 14% Bonds, Series 41,
due January 13, 1991, Proceeds from the sule amounted 10
$ 148 485,500

(21) Supplementary Information Concerning
the Effects of Changing Prices (Unaudited)

Intlation. or the Joss in the value or purchasing power of
money resulting from increases in the levels of prices, s
caused by a variety of factars including government deficits,
sharp increases in fossil fuel costs, low Sroductivity gains
and a proliferaton of government regulations

Business corporations, as well as individuals. are allected
by inflation because savings. or retentions of dollars earned
atter paving all business or household expenses and taxes, as
well as capital recoveries of doliars previously invested do
not provide an adequate means, at today's inflated prices, to
replace the productive assets being depleted. Regulated elecs
tric utihiues, the most capital intensive of major industries,
are severely affected by imflation because the amounts of in-
vestment in plant and nuclear fuel which can be recovered
through resvenues are limited by the regulatory process.
New capital is required 1o provide funds for replacing facili-
ties that wear out or become nbsolete, as well as for new
tacilines necessary to accommodate growth in consumers’
demands and 10 modifv existing faciities (0 meet new en
viranmental requirements

The etfects ol inflation have not been adequately recog-
nized for income tax or utility ratemaking purposes. When
rates of inflation were low. the Company was able to oflset
them with technological improvements and productivity
gains resulting from installation of larger and more efficient
generating, transmission and distribution facilities. How-
ever, in todav's economy with double digit inflation and in-
(reasing costs ol environmental controls, the failure of
regulatory and tuxing authorities 1o give adequate recogni-
ton to the effects of inflation has placed a severe financial
burden on the Company.

Whether the effecte of inflation on the Company will be
borne in future years n part by customers or taxing authori-
ties or entirely by common stockholders will depend upon
the actions of state and federal requlatory authorities. prin-
cipally the [Hhinois Commerce Commission, and upon poten-
tial changes in income tax laws to recognize the etfects of
inflation

The Company’'s estimates of the effects of changing prices
tinflation) on 1ts operations for the years 1980 and 1979,
shown below, are presented in response to the Financial Ace
counung Standards Board Statement No. 33, “Finanaal
Reporting and Changing Prices™ (“FASE 33"). The for-
mat has been revised troin that presented in the 1979 An-
nual Report in order to show more clearly the cumulative
effect of past inflauon on earnings for the current year and
the eflect of the current vear's general intlation on common
stockholders” investment in the Company

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

1980 1979 1978 1977 1976

Electeie nperiaung revenues « millions ot doilars
\s reparted
Restaied i average 1980 dollars
Cash dividends deglared per common share
s reporien
Restated in o erage
Marker prive per comman share at December

1980 dollars

\s reparted

Restated in vearsend [9R0 dollars

$3324 82721 82443 82,095  §1.908
$3324 83089 83086 32349 §2762

1
;«

5 % 240
H - §33 §

2:60 '3 2
‘1
$

§ 24 240
2.60 15 8 30 34

o

wnowm

12 $2000 $2575 S2ER8 $31.43
IR S2248 $32.79 84000 846,89

Nt gssers Coonumes stoek eguity | st December 31, restated in vearsend 1980 gollars a5 ad-
usted for genesal anttation and reHecting reduction of aer utiliny plant 1w recoverabie

IMEUn miilivns of dollars Note g
\verage Consumey Price Index (base veur 1967 =16

Y eur-end Consumer Price Index | buse vear 1967 =100

82913 §2848 $2921 B2807 $2.631
=== === =T s s
J6R 274 1984 1815 1703
= == = == ===
2384 209 MZO . 1860 1T4D
= = === = ===




Notes to Financial Statements continued

Statements of Income From Continuing Operations Adjusted for Changing Prices

1980 1979
\djusted Adjusted \djusted Adjusted
for General for Changes in for General for Changes in
Inflation* Specific Prices® Inflation*® Specific Prices®*
{ Constant Dallars) { Current Cost) ( Constant Dollars ) (Current Cost)
(Note a) (Note a) i Note a) {Note a)

—Milhons of Deilars—

Cumulative Effect of Past Inflation on the Current Year

Net income on common stock from continui

operations as reported, stated in average 1035

dollars . .. . e F¥ b § 287
Decrease for effect of additional provisions for de-

?rrczmmn of plant and amortization of nuclear

uel to reflect the cumulative =tfect of inflation

since acquisition of such assets (Noted) ., . (3
Proportionate offset 1o above amount of additional

depreciation and amortization primarily be-

cause of debt and non-convertible preference

stock financing of uulity property (Note h) 224

Net income on common stock from continuing
urermmns as adjusted for the cumulative effect
o

past inflation on the current year *** \ $ 194
ES
Net income per common and common equivalent
share
As reported, stated in average 1980 dollars. . $ 297
As adjusted for the cumulauve effect of past in-
flation on the current year®** . § 20

$ 287 3 244 § 244
(330) (273) (542)

374 105 R4

$ 131 £ 164 $ %o

—— = e

$ 297 § 285 $ 285

$ 1.3 $ 19 $ 1.00

Effect of Current Year's General Inflation on Common Stockholders’ Investment

Cost of current vear's general inflation on com-
mon stockholders’ investment arising from reg-
ulatory restrictions upon the amount of net
utility plant and nuclear fuel costs recoverable as

depreciation and amortization ( Note g)**** $(1,127)

Offset 10 the cost ~f regulatory restrictions
primarily because ¢! debt and non-convertibie

preference stock financing ( Note h) ' 708
e
Net cost of current year's general inflaton on
commeon stockholders’ invesument . § (329)
E——

$(1,197)

~3

$ (340)
———

* At average 1980 price levels.

“*Restated to average 1980 price levels based on the Consumer Price Index for all Urban Consumers

***[f additional provisions for depreviation and amortization are reflecied without the oifsetting effects resulting primarily because of debt
and non-convertible preference stock financing, t.et income (loss ) on common stock from continuing operations at average 1980 price
Jevels would be a loss of $30 million or $0.31 per share in 1980 and a loss +f $31 mullion or 80.36 per share in 1979 adjusted for general in-

flation and a loss of $243 million or $2.32 per share in 1980 and a loss of $298 million or $3 47 per share in 1979 an a current cost basis
sss<: December 31, (980, the current cost of net wtility plant. including nuclear fuel. before reduction for accumulated deferred income
taxes, is estimated at $19.789 million and the historical net cost presently recoverable through depreciation and amortization was
$9 862 million, at December 31, 1979, the current cost of net utibity plant. including nuclear fuel, before reduction for accumulated
deferred income taxes, at December 31, 1980 price levels, is estimated at $21.126 million and the historical net cost presently recover-

able through depreciation and amortization was $10.199 million.

Notes to Supplemeatary Information Concerning the
Effects of Changing Prices:

a. General. The data adjusted for general inflation were
determined by converung the historical cost of plant and
equipment, nuclear fuel and certain other items into dollars
of the same general purchasing power using the Consumer
Price Index for All Urban Consumers (the “Consumer
Price Index”), The adjustments to recognize the effects of
general inflation are intended to measure income after
reflecting the cost of maintaining purchasing power of in-
vestors' dollars invested in the Company’s assets

The data adjusted for changes in specific prices (current
cost) of nuclear generating equipment were based on the
vost of constructing new capacity at current price levels. The
current cost of all other plant and equipment was estimated
by appiving the Handy-Whuman Index of Public Utility
Canstruction Costs to plant accounts by vintage years The
current cost of nuclear fuel was estimated by applying cur-
remt prices to existing nuclear fuel. The adjustments to
recognize the effects of current cost are intended 10 measure
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incame after reflecting the cost of maintaining the capability
of the Company s svstem 1o provide electric service at cur-
rent price levels.

The ditference between these two metiads of measuring
the effects of inflation results {rom curreat cost of wtility
plant assets having inereased at a rate difterent from the rate
al weneral inflation.

The adjustmonts for changing prices reflected in the
Statements of Income from Conunuing Operations Adjusted
for Changing Prices were imited to depreciation of plant
and equipment and amortization of nuclear fuel in av-
cordance with FASB 33

b L telity plane. The date < or plant and equipment, in-
duding construction work in - progress, were adjusted for
general mflaton and for current cost &s described above
The resuliing adjusted data for plant and equipment are not
indicative of the Company’'s future capital requirements
because the actual replacement of existing plant and equip-
ment will take place over many vears and is not likely 1o
insalve a reproduction of presently existing assets. The ac-
cumulated provisions for depreciauon of plant and equip-
ment 10 service under buth of the methods described above
were estimated for each mager ¢lass of plamt and equip-
ment—nuclear production, fossil production, other produc-
tion, transmission, distribution and general plant by multi-
plving the adjusted cost data by o percentage representing
the rauo ol the accumulated book depreciation o the book
cost of existing depreciable plant in service {or each class of
property at December 31, 1980, 1979 and 1978,

The nuclear tuel data udjusted for general inflation were
esumated by applyving the appropriate Consumer Price
Index 1o the hisios cal cost of nuclear fuel. The current cost
data were estumated by applying the current prices of
nuclear fuel at December 31, 1980, 1979 and 1978, Under
hoth methods appropriate reductions were made for ace
cumulated amortization and spent fuel disposal costs. The
avccumulated amortuzation for current cost was calculated by
multiplving the current cost of nuclear fuel by a percentage
representing the expired life at December 31, 1980, 1979
and 1978, The accumulated amortization adjusted for gen-
eral intlation was caleulated by applying the appropriate
Consumer Price Index to the historical aceumulated amor-
tizavion ai December 31. 1980, 1979 and 1978,

Although a substantial portion of accumulated deferred
income tixes s deducted from utility plant investmem in
arriving at the rate base used in ratemaking proceedings, ac-
umuiated deterred income axes at December 31, 1980,
1970 and 1978 were reated as monetary liabilities, in
acvordance with FASH 33

Gt amd fuel ont mmoenitories, The historical cost of in-
ventories of coal and tuel oil ar Degember 31. 1980, 1979
anet 1978 way not adjusted for changing prices during the
year because the etiect on earnings would not he material
due to the relatuvely short turnover period

i Fuel ard depresation expenses. Fuel expense was 1d-
jusied for the amortwzanon of auclear fuel. Nuclear [uel
amartizanoen was calealated by applving the nuclear fuel
usagr 10 the adjusted cost dawa {or nudlear fuel and adding
appropriate allowances tor spent fuel disposal costs

Depreciation expense was determined by applying the
rates and methods used for computing hook depreciation to

e
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the adjusted cost data for plant and equipmen

¢ dncome raves. Present income tax laws do not permit
the use vl higher depreciation or amortization chacges in the
computation of taxable income to ceflect the effects of intla-
uan. As a result. income taxes levied, in real werms, are sig
nificantly in excess of the etfecuve and the statutory income
Lax rates.

I Excess of merease in the general price level sper the e
crease in current covt of net utihey plant. The increase in the
general price level of net uulity plant ar average 1980 price
leveis svas 82280 mil, n and 82,463 million in 1980 and
1979, respectively. The increase in the current cost of net
uttlity plant at average 1980 price levels was $969 million
and 32,048 million in 1980 und 1979, respectively. The
excess of the increase in the general price level aver the in-
erease in current cost of net utiliny plant of 81,317 million
and $415 million 1n 1950 and 1979, respectively, shows that
the rate of general inflation as measured by the Consumer
Price Index was greater than the increase in the current cost
of pet utility plant 1n both 1980 and 1979 However, the
current cost of net utlity plant at December 31, 1980 and
1979 was higher than net utility plant as adjusted for gener-
al inflation because the current cost of net utility plant in-
creased at a greater rate than the rate of general inflation
over the life of the plant.

g Effect of miflation on comman stackholders’ tnzests
ment. Because the regulatory process limits the amount of
depreciation expense included in the Company's revenue al-
lowance to the original cost of utility plant investment, that
allowance produces cash tlows which are inadequate 10
provide for replacement of that investment in future vears or
preserve the purchasing power of common eguity capital
previously invested. While this effect 1s partially offset by
the existence of debt and non-convertible preference siack
having fixed dollar obligations, the Company has a sig-
nificant net cost due to inflation which has an etfect on the
investment of common stockholders, As shown in the
Statements, the commaon stockholders’ investment in plam
and riuclear tuel a1 average 1980 price levels was eraded by
$329 nullion and $340 mutlion in 1980 and 1979, respective-
Iy as a result of each vear's general inflation. Such costs are
not incladable for ratemaking purposes. Although a small
portion thereaf 1s included in the additional depreciation
and amortzation in the statements showing the cumulative
effect af past inflation on the current vear: the majority of
such costs will be incle © 4 as similar adjustments in future
vears. The cost of cucrent year's general inflation on come
mon stockholders investment in plant and nuclear ftuel,
hefore reflecting the offset primarily because of debt and
non-convertible preference stock financing, includes the ad-
ditienal depreciation of plant and amortization of nuclear
fuel at average 1980 price levels of 8317 mullion and 8273
million for 1980 and 1979, respectively, as well as the reducs
non of utility plant to Jower recoverable amount which s
orginal cost at average 1980 price levels of 3810 muflion and
$922 million. fur 1980 and 1979, respectively. This reduc-
ton may be necessary i ratemaking continues to limit the
recovery of plant investment to original cost,

The detrimental effects of the erasion of comman stocks
holders” investment can be avaided 1o the extent the regula-
wory process sakes account of inflation in determining the
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Notes to Financial Statements concluded

amount of common stockholders’ investment to be recovered
by prowisions for denreciation and amortization in the fu-
wure. Therefore, the Company believes that a change in the
basic principles upon which its rates are set is now required
to allow {or such increased provisions. I present ratemaking
practices are not changed in the future to give appropriate
recognition to the tull effects of inflanion. the efect of the
current year's general inflation would, at least in part, rep-
resent a current loss to common stockholders and would
reduce net income far the year. In that ex znt, the Company's
net income on ComMmon swek from continuing operations ad-
justed for general inflation would be a loss at average 1980
price levels of as much as 342 million and as much as 896
million in 1980 and 1979, respectively. While a recent deci-
sion of the lllinois Supreme Court reaffirmed a statutory
requirement that the lllinois Commerce Commission con-
sider “fair value™ 1n ratemaking proceedings, the regulatory
conseguences of this decision, if any, are far from clear.

h. Offset ta the cost of regulatory restrictions primarily
because af debt and nunsccivertible preference stock financ-
ing. By holding monetary assets, such as cash and receiv-
ables, the Company loses purchasing power during periods
of intiation because these items can purchase less at a future
date. Converselv, monetary liabilities, primarily long-term
debt and non-convertible preference stocks will be satisfied
with paymerts of fixed dollar amounts which are not affect-
ed by inflation subsequent to 1ssuance. Because such obliga-
tions are fixed. there is a partial offset of the cost arising
from regulatory use of onginal cost for determining the
amount of utility plant and nuclear fuel costs recoverable as
depreciation and amortization. Non-corvertible preference
stocks were treated in the same manner as long-term debt
because there is no exoectation that the purchasing power of
such investments wil. be maintained, but rather dividends
and redcmption 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 system
of 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 by
the Ameiican Institute of Certified Public Account-
ants.

The management of Commonwealth Edison Com-
pany is responsible for establishing and maintaining a
system of internal accounting control. In fulfilling this
responsibility, estimates and judgments by manage-
ment are required to assess the expected benefits and
related costs of control procedures. The objectives of a
svstem are 10 provide management with reasonable,
but not absolute, assurance that assets are safe-
guarded against loss from unauthorized use or dispo-
sition and that transactions are executed in accord-
ance with management's authorization and recorded

Chicago. Hlinots,
January 30, 19¢]

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

Because of inherent limitations in any system of in-
ternal accounting control, errors er irregularities may
occur and not be detected. Also, projection of any
evaluation of the system to future periods is subject to
the risk that procedures may 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 December 31, 1980, taken
as a whole. was sufficient 1o 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 material in relation to the consolidated
financial statements

Cortlicun Liilinann v Ly,
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Board of Directors

James | O'Connor ¢
Charman and Pre'_n'u!cm ot the Company

Norris A. Aldeen ¢
Foemer Charsan and President
Amerack Corporation

L Clabinet hardwure

Jean Allard 20 s

Partner

sunnenschein Carlin Nath & Ros, nthal
AL nEeYs |

of NLnagement

Thomas . Avers

Former Chawrmin of the Company. and now
Chatrman of the Executive Commitiee
Wallace B, Behnke, Jr. 1 s

Vice Chatrman ol the Company

President

Cordon R, Corey
Former YVice Chairman of the Company

— T

Donald P. Jacobs 5 4
Dean. | L. Kellogg Graduate Sehool

Northwestern L piversity

Creorge E. Jonnson 0 s
Chaseman and President
Juhnson Products Company, fne
Hlir care aod tacis) cosmetios )

Harvev Kapnick « 4
Finaneal Consultam

Thomas L. Martin, Jr. 2 4
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William Waood Prince &0 s«
Presiden
F H Prince & Co. Ine

Investihents and reasl estate !

A. Pean Swift 4
Former President
sears, Ruehuck and Ci.
( Merchandisimg |

Joseph S, Wright v 4
Churman

Zemch Rudio Corpuration
CConsamer electronies |

Hhnots Insiiuze of Technology

Edward A. Mason

Viee President. Research

Sundard O Compeay (Indiana)

i Percateum and perraleum products )

Albert B. Dk 11 o0 s Brooks McCormick 20 s O Eaevutive Commitiee
o 1 { 5

Chatrman of the Board Former Chairman. Executve Commuee {21 Audit Commiiier

A B Dick Company International Harvester Compiany 3 Funmee Commites

Copying. duplivatng and printng
equipment and supphies )

Report of Management

| Trucks and agricuhural, industrial
ind cunstruction equipment ) (A0

(4] Compensaunn Clomnutiee
Nomunatiog Commitiee

The management of the Company has prepared and is
respansible tor the consolidated financial statements
and the related finanaal data contained in this annual
report. In its opinion, the statements have been pre-
pared in conformity with generally accepted aceount-
ing principles

In meeting its respunshilities for the reliability of
the hnancial statements and the related financial data,
the Company maintains a svstem of internal account-
ing controls and supports an extensive program of in-
ternal audits. In order to assure itsell of the adequacy
of this system. the Company has recently made a
review of the entire svstem ol internal accounting con-
trols. The review disclosed that the svstem is adeguate-
v designed and documented and is functioning as de=
signed. 1t s management's opinion that the svstem of
internal accouating cen® ols 18 adequate to provide
reasimabie assurance that assets are saleguarded from
loss or unauthorized use and that financial records are
reliable {or preparing fAnanaal information in cone-
lorz ity with generallv accepted accounting princis
pies. The concept of reasonable assurance is based on

0

the recognition that the cost of a svstem of internal
accounting controls must be related 1o the benefits
derived and the balancing of those lactors requires
estimates and judgment.

The Board of Directors carries out its responsibility
tor the hinancial statements and the related hnancial
data through 1ts Audit Commirtee, which is composed
salely of outside directors. The Audit Committee meers
periodicaily with management, the nternal auditor,
and the independent public accountants to ensure that
each 1s carrving out its responstbilities, and to discuss
auditing. internal control, and financial reporting mat-
ters. Both the internal auditor and the independent
public accountants have free access to the Audit Com-
mittee. without management present. to discuss the re-
sults of their audit work and their opinions on other
financial matters,

q,,w /,1 Chmn 5ot st

Wallace B. Behnke. Jr
Vice Chairman

W
James ].7O'Connor
Charrnan and President
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Commonwealth Edison Company

Post Oftice Bax 767
Chicago, Ilinois 60690

Officers
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Vive President
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Managers
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