
    

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION  

Washington, D.C. 20549  

FORM 8-K  

CURRENT REPORT
Pursuant to Section 13 or 15(d)

of the Securities Exchange Act of 1934
May 30, 2017

Date of Report (Date of earliest event reported)

 
        

 
Commission
File Number  

Exact Name of Registrant as Specified in Its Charter; State of Incorporation;
Address of Principal Executive Offices; and

Telephone Number  

IRS Employer 
Identification 

Number

 1-16169  EXELON CORPORATION   23-2990190

   

(a Pennsylvania corporation)
10 South Dearborn Street
P.O. Box 805379
Chicago, Illinois 60680-5379
(800) 483-3220    

 333-85496  EXELON GENERATION COMPANY, LLC   23-3064219

   

(a Pennsylvania limited liability company)
300 Exelon Way
Kennett Square, Pennsylvania 19348-2473
(610) 765-5959    

          
 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the following
provisions:

☐ Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

☐ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

☐ Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

☐ Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933 (§230.405 of this chapter)
or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).

Emerging growth company ☐  

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any new or
revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. ☐



Section 2 - Financial Information
 

Item 2.05.    Costs associated with Exit or Disposal Activities.

On May 30, 2017, Exelon Corporation (Exelon) issued a press release that announced that Exelon Generation Company, LLC (Generation) will
permanently cease generation operations at Three Mile Island Generating Station (TMI) on or about September 30, 2019. The current Nuclear
Regulatory Commission (NRC) license for TMI expires in 2034. A copy of the press release is attached hereto as Exhibit 99.1.

The primary factors contributing to the deteriorating economic value of TMI include significant declines in plant revenues due to prolonged
periods of low wholesale power prices, capacity auction results, the absence of federal or state policies that place a value on nuclear energy for
its ability to produce electricity without air pollution while contributing to grid reliability and resiliency as well as negative factors specific to
TMI, including TMI's relatively high operating costs as a single-unit site. All of these factors exacerbate the expectation for continued losses
for the foreseeable future.

The decision to shut down TMI was made given TMI's failure to clear the recent 2020-2021 PJM base residual capacity auction results after
having failed to clear the previous two capacity auctions, over five years of financial losses, and the lack of meaningful progress on market
design changes that would recognize the full value of TMI and return it to profitability.

As a result of the decision to retire TMI, Exelon and Generation will recognize certain one-time charges in the second quarter of 2017 ranging
from an estimated $65 million to $110 million related to materials and supplies inventory reserve adjustment, employee-related costs, and
construction work-in-progress impairment, among other items. Exelon and Generation also could recognize additional one-time charges in
2018 and 2019 of up to an estimated $25 million each year. Estimated cash expenditures related to the one-time charges primarily for
employee-related costs are expected to range from $40 million to $70 million.

In addition to these one-time charges, there will be ongoing annual financial impacts stemming from shortening the expected economic useful
life of TMI primarily related to accelerated depreciation of plant assets (including any asset retirement costs (ARC)), accelerated amortization
of nuclear fuel, and additional asset retirement obligation (ARO) accretion expense associated with the changes in decommissioning timing and
cost assumptions to reflect an earlier retirement date. The following table summarizes the estimated annual amount and timing of expected
incremental non-cash expense items expected to be incurred as a result of the early retirement decision.



(in millions)

Income statement expenses (pre-tax): 2017  2018  2019
        

 Depreciation and Amortization      
  Accelerated depreciation(a) $ 250 to $ 275  $ 400 to $ 450  $ 300 to $ 325
  Accelerated nuclear fuel amortization $ 10 to $ 20  $ 20 to $ 30  $ 5 to $ 15
        

 Operating and Maintenance      
  Increased ARO accretion (b) Up to $ 5  Up to $ 5  Up to $ 5
        
(a) Includes the accelerated depreciation of plant assets including any ARC.
(b) The estimated decommissioning costs for TMI will be adjusted later in the second quarter of 2017 resulting from the completion of an updated decommissioning cost study.

Due to the earlier commencement of decommissioning activities and a shorter time period over which the nuclear decommissioning trust fund
(NDTF) investments could appreciate in value, TMI may no longer meet the NRC minimum funding requirements. A shortfall could require
Exelon to post parental guarantees for Generation's obligations. However, the amount of any required guarantees will ultimately be dependent
on the decommissioning approach adopted at TMI, the associated level of costs, and the decommissioning trust fund investment performance
going forward. Within two years after shutting down a plant, Generation must submit a post-shutdown decommissioning activities report to the
NRC that includes the planned option for decommissioning the site. Considering the different approaches to decommissioning available to
Generation, the most costly estimates currently anticipated could require parental guarantees of up to $35 million for TMI radiological
decommissioning.

Upon either passing the NRC minimum funding test or the issuance of any required financial guarantees, TMI would be able to utilize the
respective NDTFs for radiological decommissioning costs, which represent the majority of the total expected decommissioning costs. However,
the NRC must approve an additional exemption in order for Generation to utilize the NDTF to pay for non-radiological decommissioning costs
(i.e. spent fuel management and site restoration costs). If TMI does not receive this exemption, the costs would be borne by Generation.
Accordingly, based on current projections, it is expected that some portion of the spent fuel management and/or site restoration costs would
need to be funded through supplemental cash from Generation. While the ultimate amounts may vary greatly and could be reduced by alternate
decommissioning scenarios and/or reimbursement of certain costs under the United States Department of Energy settlement agreement, TMI
could incur spent fuel management and site restoration costs of up to $145 million net of taxes, over a period of 10 years after permanent
shutdown. 



Section 9 - Financial Statements and Exhibits

Item 9.01.    Financial Statements and Exhibits.

(d) Exhibits  

Exhibit No.  Description

99.1  Exelon Corporation Press Release

* * * * *

This combined Form 8-K is being filed separately by Exelon Corporation (Exelon) and Generation (collectively, the Registrants). Information contained
herein relating to any individual Registrant has been filed by such Registrant on its own behalf. No Registrant makes any representation as to information
relating to any other Registrant.

Cautionary Statements Regarding Forward-Looking Information

This report contains certain forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995, that are subject to risks
and uncertainties. The factors that could cause actual results to differ materially from the forward-looking statements made by Exelon Corporation and Exelon
Generation Company, LLC (Registrants) include those factors discussed herein, as well as the items discussed in (1) Exelon’s 2016 Annual Report on
Form 10-K in (a) ITEM 1A. Risk Factors, (b) ITEM 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations and
(c) ITEM 8. Financial Statements and Supplementary Data: Note 24, Commitments and Contingencies; (2) Exelon’s First Quarter 2017 Quarterly Report on
Form 10-Q in (a) Part II, Other Information, ITEM 1A. Risk Factors; (b) Part 1, Financial Information, ITEM 2. Management’s Discussion and Analysis of
Financial Condition and Results of Operations and (c) Part I, Financial Information, ITEM 1. Financial Statements: Note 17; and (3) other factors discussed in
filings with the SEC by the Registrants. Readers are cautioned not to place undue reliance on these forward-looking statements, which apply only as of the
date of this report. None of the Registrants undertakes any obligation to publicly release any revision to its forward-looking statements to reflect events or
circumstances after the date of this report.

* * * * *
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Exhibit 99.1

Contact: Paul Adams
Corporate Communications
410-470-4167
paul.adams@constellation.com

FOR IMMEDIATE RELEASE

EXELON TO RETIRE THREE MILE ISLAND GENERATING STATION IN 2019

Focus is on site employees and community as lack of state and federal energy policies that properly value zero-
emissions energy drives decision

CHICAGO (May 30, 2017) - Exelon Corporation today said it will prematurely retire its Three Mile Island Generating Station (TMI) on or
about September 30, 2019, absent needed policy reforms. Officials met with employees and informed community leaders, and pledged
continued open dialogue as they prepare for this transition.

“Today is a difficult day, not just for the 675 talented men and women who have dedicated themselves to operating Three Mile Island safely
and reliably every day, but also for their families, the communities and customers who depend on this plant to produce clean energy and support
local jobs,” said Chris Crane, Exelon president and CEO. “Like New York and Illinois before it, the Commonwealth has an opportunity to take
a leadership role by implementing a policy solution to preserve its nuclear energy facilities and the clean, reliable energy and good-paying jobs
they provide. We are committed to working with all stakeholders to secure Pennsylvania’s energy future, and will do all we can to support the
community, the employees and their families during this difficult period.”

Exelon is taking the first steps to shut down the nuclear plant, including:

• Informing key stakeholders, which will include sending PJM a deactivation notice and making permanent shutdown notifications to the
Nuclear Regulatory Commission within 30 days;

• Immediately taking one-time charges of $65-110 million for 2017, and accelerating approximately $1.0-1.1 billion in depreciation and
amortization through the announced shutdown date;

• Terminating capital investment projects required for long-term operation of TMI; and

• Canceling 2019 fuel purchases and outage planning, impacting about 1,500 outage workers.
 

Absent policy reforms, the loss of Pennsylvania nuclear plants would increase air pollution, compromise the resiliency of the electric grid, raise
energy prices for consumers, eliminate thousands of good-paying local jobs and weaken the state’s economy.

Despite producing 93 percent of the Commonwealth’s emissions-free electricity and avoiding 37 million tons of carbon emissions - the
equivalent of keeping 10 million cars off the road every year - nuclear power is not included in the state’s Alternative Energy Portfolio Standard
(AEPS). Yet 16 clean power sources including solar, wind and hydro energy are supported by this state energy policy.
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Amending the AEPS is one of many potential solutions to preserve Pennsylvania’s nuclear plants. Other options include establishing a zero
emissions credit program, similar to the approach being implemented in Illinois and New

York. Exelon is committed to working with its stakeholders to find the best solution for Pennsylvania - one that will maintain nuclear energy’s
$2 billion annual contribution to the state’s economy and its approximately 16,000 direct and indirect Pennsylvania jobs.

TMI directly employs 675 workers and contracts another 1,500 local union workers for refueling outages. The station provides more than $1
million in state property taxes and more than $300,000 in local community giving each year.

Exelon’s highly trained employees will continue to operate the plant at world-class levels of excellence, with staff transitions expected within
six months of the plant’s final shut down.
 

# # #

Exelon Corporation (NYSE: EXC) is a Fortune 100 energy company with the largest number of utility customers in the U.S. Exelon does business in 48 states, the District of Columbia and Canada
and had 2016 revenue of $31.4 billion. Exelon’s six utilities deliver electricity and natural gas to approximately 10 million customers in Delaware, the District of Columbia, Illinois, Maryland, New
Jersey and Pennsylvania through its Atlantic City Electric, BGE, ComEd, Delmarva Power, PECO and Pepco subsidiaries. Exelon is one of the largest competitive U.S. power generators, with
more than 33,300 megawatts of nuclear, gas, wind, solar and hydroelectric generating capacity comprising one of the nation’s cleanest and lowest-cost power generation fleets. The company’s
Constellation business unit provides energy products and services to approximately 2.2 million residential, public sector and business customers, including more than two-thirds of the Fortune 100.
Follow Exelon on Twitter @Exelon.
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