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Section 8 – Other Events.
Item 8.01 Other Events.

On February 20, 2006, Citizens Utility Board held a press conference announcing that legislation would be introduced in the Illinois General Assembly to
amend House Bill 1944 to enact a freeze in electric rates in Illinois for three years. House Bill 1944 was originally a non-substantive bill that is currently in
the Rules Committee of the House. In order for such an amendment to become law it would need to be approved by both the Illinois House and the Senate
and signed by the Governor.

ComEd believes the proposed legislation, if enacted into law, would have serious detrimental effects on Illinois, ComEd, and consumers of electricity. For
these and other reasons, ComEd believes that there will be significant opposition in the Illinois General Assembly to passage of a rate freeze extension. In
addition, ComEd believes the proposed rate freeze extension, if enacted into law, will violate federal law and the U.S. Constitution, and ComEd is prepared to
challenge the rate freeze legislation in court. Due to the serious impact this proposed legislation would have, ComEd and others are mounting a vigorous
response in opposition to this legislative initiative.

ComEd and its representatives have been meeting with legislative leaders, and will continue to do so, in an effort to educate lawmakers about the need for rate
relief and the dire consequences a continued rate freeze will create for the State of Illinois and consumers and the impact that rate freeze legislation will have
on ComEd and its continuing ability to provide reliable electric service for Northern Illinois.

ComEd’s efforts to oppose the legislative initiative include a communications campaign to alert legislators and the public to the dangers of the proposed rate
freeze extension. The central points that ComEd is conveying to legislators in Springfield and the general public include the following:

 •  ComEd does not own generating facilities and beginning in 2007 must pay market prices for the electricity it must purchase to meet the needs of its
customers. If ComEd is subject to a rate freeze and must purchase electricity at higher market prices, the rate freeze extension could lead Illinois to
repeat the mistakes California made a few years ago. Ultimately, the rate freeze extension would cause Illinois consumers to pay more for
electricity.

 

 •  ComEd is illustrating the financial consequences of the proposed legislation beginning in 2007 with examples based upon ComEd’s revenues and
expenses for 2005 and assumptions about market prices ComEd would be required to pay for electricity to serve the needs of its customers. In these
illustrations, ComEd assumes its revenues and expenses (excluding power purchase costs and its impairment of goodwill) remain at 2005 levels
during the proposed rate freeze extension. Under these assumptions, if ComEd is required to purchase energy at $55 per MWH, ComEd’s loss from
operations is expected to be approximately $500 million per year during each year of the rate freeze extension. If ComEd is required to purchase
energy at $65 per MWH, ComEd’s loss from operations is expected to be approximately $1.4 billion per year during each year of the rate freeze
extension.

 

 •  If the proposed legislation is enacted into law, it is likely to result in an immediate downgrade of ComEd’s credit ratings, possibly to junk bond
status. The downgrade of ComEd’s credit ratings will make it more expensive and more difficult for ComEd to finance its operations and the
capital improvements necessary to maintain reliability. The prospects for significant losses and lowered credit ratings are likely to cause suppliers
of goods, services, and electricity to be cautious about doing business with a financially weakened ComEd. ComEd’s ability to purchase electricity
under favorable long term contracts could be seriously impaired, resulting in increased costs for electricity purchased in spot markets.

 

 •  If the rate freeze extension is enacted into law and not invalidated by the courts, the prospect for significant losses from ComEd operations during
the rate freeze extension beginning in 2007 and the weakening financial condition of ComEd leading up to the proposed start of the rate freeze
extension make it likely that ComEd would have to resort to the protection of the bankruptcy courts to continue as a going concern.

 



 

 •  Since 1997, residential electric rates in Illinois have been reduced 20% and are frozen through the end of 2006. ComEd’s rates are currently among
the lowest of major U.S. cities and are currently lower than rates consumers pay in New York, Boston, Los Angeles, San Francisco, San Diego,
Philadelphia and Detroit, and are lower than the overall U.S. average.

 

 •  ComEd is committed to a plan to ease residential customers’ transition from frozen rates to market rates. Under a plan proposed by ComEd,
residential customers will pay no more than 1995 rates through 2009.

On February 20, 2006, ComEd issued a press release as part of its effort to inform the public of the effects of the proposed rate freeze extension. A copy of
the press release is attached to this Report as Exhibit 99.1.

* * * * *

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

Forward-Looking Statements

Except for the historical information contained herein, certain of the matters discussed in this Report are forward-looking statements, within the meaning of
the Private Securities Litigation Reform Act of 1995, which are subject to risks and uncertainties. The factors that could cause actual results to differ
materially from the forward-looking statements made by a Registrant include those factors discussed herein, as well as the items discussed in (a) Exelon’s
2005 Annual Report on Form 10-K—ITEM 1A Risk Factors, (b) Exelon’s 2005 Annual Report on Form 10-K—ITEM 8 Financial Statements and
Supplementary Data: Exelon—Note 20, Generation—Note 17, and ComEd—Note 17, and (c) other factors discussed in filings with the SEC by ComEd,
Exelon and Generation. Readers are cautioned not to place undue reliance on these forward-looking statements, which apply only as of the date of this Report.
Neither ComEd, Exelon nor Generation undertakes any obligation to publicly release any revision to its forward-looking statements to reflect events or
circumstances after the date of this Report.

 



 

Section 9—Financial Statements and Exhibits
Item 9.01 Financial Statements and Exhibits.

(d) Exhibits.
   
Exhibit No.  Description
   
99.1  ComEd Press Release dated February 20, 2006

 



 

SIGNATURES
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Treasurer and Chief Risk Officer  

 
 
 EXELON CORPORATION

EXELON GENERATION COMPANY LLC
 

 

 /s/ Michael Metzner   
 Michael Metzner  
 Vice President and Treasurer  
 

February 21, 2006

 



 

EXHIBIT INDEX
   
Exhibit No.  Description
   
99.1  ComEd Press Release dated February 20, 2006

 



 

Exhibit 99.1

   
Contact:

 

Tabrina Davis
ComEd Media Relations
(312) 394-3500

Passage of Rate Freeze Extension Bill Would
Set Illinois on a Dangerous Course

Bill disregards unanimous ICC ruling on electricity procurement;
Enactment would result in serious consequences for Illinois utilities and consumers

CHICAGO (February 20, 2006) – If passed into law, a proposal calling for an extension on the current electric utility rate freeze would have serious
consequences for every resident and business in Illinois, ComEd Chairman and CEO Frank M. Clark said today.

“Freezing rates when ComEd’s costs to buy power are increasing would be irresponsible public policy and would have a profound impact on our state,” said
Clark. “Without the ability to recover the increased costs for power, ComEd’s financial viability will be immediately threatened, potentially triggering a crisis
not seen in this country since the California energy crisis of 2001.”

A rate freeze extension would create a “buy high, sell low” scenario for ComEd that would put the company in immediate risk of a financial crisis, threaten
the future reliability of electricity service and ultimately increase costs for consumers.

With ComEd’s financial condition weakened by an extension of the rate freeze, access to capital would be more expensive and would result in higher overall
costs for the company and for consumers. In that event, suppliers in the wholesale electricity market would be reluctant to do business with ComEd since
payment from the company would be uncertain. The result would be higher costs for wholesale power that would ultimately be paid for by consumers.

If the proposed legislation is enacted, the situation could also have negative consequences on reliability. With a revenue shortfall in 2007 projected at
$3 million per day, ComEd would find it difficult to make the needed investments in the electricity grid that now serves 3.7 million customers across Northern
Illinois.

“It’s disingenuous for anyone to argue that should the rate freeze be extended, ComEd could lose $3 million a day and it would have no effect on our ability to
run our business,” said Clark.

-more-
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The impact of a rate freeze extension would be similar to the California energy crisis of 2001 where utilities were forced to buy energy for more than they
could collect from consumers. One California utility went bankrupt in a matter of months as a result. California ratepayers ended up footing the bill for this
policy miscalculation. Studies suggest the economic impact of the California energy crisis on business to be $21 billion and a loss of 135,000 jobs.

Commonwealth Edison Company (ComEd) is a unit of Chicago-based Exelon Corporation (NYSE: EXC), one of the nation’s largest electric utilities with
approximately 5.2 million customers and more than $15 billion in annual revenues. ComEd provides service to approximately 3.7 million customers across
Northern Illinois, or 70 percent of the state’s population.
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