2008 Electric, Gas, and Common Plant
Service Life Study

PECO Energy Company

March 2010




2008 Electric, Gas, and Common Plant Service Life Study

Table of Contents

Section Page(s)
Introduction 1
Depreciation Methods & Salvage and Removal Costs 1-2
Discussion of Factors Considered in Arriving at Life Estimates 2
Results of the 2008 Study
» Electric - Transmission, Distribution, and General Plant 3-4
» Common -~ General Plant 4
» Gas - Production, Storage, Distribution, and General Plant 5
Service Life Study Life Estimates by Account
» Electric — Appendix A 6
» Common — Appendix B 7
» Gas — Appendix C 8-9
Depreciation Calculation Exhibits
> Development of Remaining Lives & Remaining Life Depreciation Accrual — 10-11

Appendix D-1 .
» Average Service Life & Dispersion Curve — Appendix D-2 12
» Life Table — Appendix D-3 13-17
» Development of Remaining Life — Appendix D-4 18-20
» Remaining Life Accrual — Appendix D-5 21
Depreciation Expense by Function Exhibits
» Electric — Appendix E 22-23
» Common — Appendix F 24
» Gas — Appendix G 25-26

Survivor Graphs — Appendix H




PECO ENERGY COMPANY
2008 Electric, Gas, and Common Plant Service Life Study

Introduction

The purpose of this study is to develop life estimates for electric, gas, and common plant that are used
to determine annual depreciation expense. Depreciation expense recovers the net plant investment
over the estimated remaining life of the plant. The objective of this recovery is to recognize the
consumption of physical plant on the PECO Energy Company (“Company”) books.

The 2008 Electric, Gas, and Common Plant Service Life Study (“2008 Study”) updates the Company’s
previous. 2004 Study for electric, gas, and common plant. The 2008 Study included 34 years (1975 to
2008) of retirement experience for electric, gas, and common plant.

Appendix A shows a comparison of the average service life and survivor curves from the 2004 Study
and 2008 Study for electric transmission, distribution, and general plant. Appendix B shows a
comparison of the average service life and survivor curves from the 2004 Study and 2008 Study for
common general plant. Appendix C shows a comparison of the average service life and survivor
curves from the 2004 Study and the 2008 Study for gas production, storage, distribution, and general
plant.

Based on January 1, 2009 plant balances, the 2009 estimated annual accrual for electric transmission,
distribution, and general plant would increase from $103 million to $105.3 million as shown in
Appendix E. Based on January 1, 2009 plant balances, the 2009 estimated annual accrual for common
general plant would increase from $19.6 million to $20.5 million as shown in Appendix F. Based on
January 1, 2009 plant balances, the 2009 estimated annual accrual for gas production, storage,
distribution, and general plant would decrease from $28.6 million to $28.3 million as shown in
Appendix G.

The comparisons of the 2009 estimated annual accrual are based on using the same net plant balances
as of January 1, 2009 and comparing the results when calculated with the existing 2009 depreciation
rates before the 2008 Life Study with the depreciation rates adjusted to reflect the results of the 2008
Life Study.

Depreciation Methods

The Company applies the remaining life method which uses all retirement experience to develop
remaining lives that are applied to the ¢lectric, common, and gas plant accounts using the broad group
procedure. The remaining life method spreads the unrecovered cost of plant over the estimated
remaining life of the group and incorporates any over or under recoveries of plant that may exist.

Gas production and storage plant are depreciated using the the life span method of analysis which uses
a terminal date.
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Salvage and Removal Costs

For electric, common, and gas plant, the life estimates developed in this study do not reflect any
allowance for salvage or removal costs. '

Discussion of the Factors Considered in Arriving at Life Estimates

The life estimates developed in this study are based on the actuarial type of analysis of retirement
experience. The analysis is made at the primary account level or in some instances at a subaccount
level. The actuarial method involves the analysis of historical retirements of property of various ages,
in relation to the property units exposed to the risk of retirements at those same ages. The actuarial
analysis is performed by the Company’s fixed asset system (Power Plant) which has specific
functionality to perform this actuarial analysis.

The actuarial data may produce a complete life cycle of experience (e.g., survivors range from 100% to
0% as the age increases) or an incomplete survivor curve {(e.g., a stub if retirement data is limited).

The average service life and dispersion curve that best conformed to this data is selected for the
account based on a minimum of sum of squares criteria to identify the best fitting combined dispersion
curve and average service life which is determined using Power Plant. Survivor data developed by the
actuarial analysis are graphed and compared visually and statically with fowa Curves to determine the
initial average service life and dispersion curve.

The results of the actuarial analysis were determined and reviewed with management (e.g.,
Engineering, Construction, Real Estate & Facilities, etc.) for reasonableness to determine the final
average service life for each group of assets. In certain cases, based on the experiences of
management, currently approved life estimates, estimates for functionally related facilities, the amount
of meaningful retirement experience available, and expectations of how the assets will be utilized in
the future, the average service life was adjusted. In addition, the dispersion curves may have changed
between the 2004 Study and the 2008 Study due to additional data and changes in additions,
retirements, etc. of property units. See the Company Engineering & Operations Management section
below for a listing of management that reviewed the average service lives during the 2008 Study.

Company Engineering & Operations Management

Common

Manager Real Estate & Facilities

Manager Information Technology

Information Technology Principal Architect for Utility Solutions
Manager Fleet Operations

Manager of Supply Operations Support

Manager System Shops

Foreman in the Electric Shop

Senior Tool Mechanic

Gas Distribution Supervisor

Electric Transmission Plant

Director of Transmission & Substation Engineering
Senior Engineers of Transmission & Substations
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Electric Distribution Plant
Manager of Distribution Standards
Engineer

Senior Engineer

Electric General Plant

Manager Real Estate & Facilities
Manager Information Technology
Information Technology Principal Architect for Utility Solutions
Manager of Supply Operations Support
Manager System Shops

Foreman in the Electric Shop

Senior Tool Mechanic .

Gas Distribution Supervisor

T&S Chemist

Manager Meter Services

Gas

Director Regional Operations

Manager Gas Engineering & Asset Performance
Manager Design Engineering

Senior Gas Plant Operations Analyst

Manager of Gas Systems Plant & Control Operations
Manager Meter Services

Manager Real Estate & Facilities

Manager Information Technology

Information Technology Principal Architect for Utility Solutions
Manager of Supply Operations Support

Manager System Shops

Foreman in the Electric Shop

Senior Tool Mechanic

Gas Distribution Supervisor

Independent Third Party Review

The Valuation and Rate Division of Gannett Fleming, Inc. was engaged by PECO to review the
reasonableness of the survivor curves selected by PECO management in connection with the
Company’s 2008 Service Life Study. The Valuation and Rate Division of Gannett Fleming, Inc.
provides valuation, depreciation and related services to the utility industry.

ELECTRIC TRANSMISSION, DISTRIBUTION, AND GENERAL PLANT

Electric Transmission Plant

The life estimates recommended for this group of accounts are based on actuarial analysis, currently
approved life estimates, and engineering judgment. Based on the analysis performed, the proposed
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average service lives and survivor curves have changed from the 2004 Study for some electric
transmission accounts. The increases to the average service lives resulted primarily from actuarial
analysis, engineering/management judgment, and analysis of functionally related equipment. The
results of the 2008 Study for account 352 through 359 (see Appendix A) show average service life
estimates ranging between 50 and 65 years.

Electric Distribution Plant

The life estimates recommended for this group of accounts are based on actuarial analysis, currently
approved life estimates, and engineering judgment. Based on the analysis performed, the proposed
average service lives and survivor curves have changed from the 2004 Study for some electric
distribution accounts. The changes to the proposed average service lives resulted from the actuarial
analysis, engineering/ management judgment, analysis of functionally related equipment, and changes
in technology. The results of the 2008 Study for account 361 through 373 (see Appendix A) show
average service life estimates ranging between 22 and 65 years.

As a response to the approval of the Pennsylvania Act 129, PECO filed a smart meter procurement and
installation plan with the PAPUC on August 14, 2009. Upon approval of the Company’s installation
plan, PECO will accelerate the amount of depreciation expense for account 370 - Electric Meters
during the deployment period that would have previously been recorded in periods subsequent to the
deployment. The new AMI meters will be part of a new and separate (from the existing PECO meters)
depreciation group that will reflect the average service life of the new AMI meters. The depreciation
of these assets will be performed consistent with the group method of deprecmtlon and our historical
accounting practices.

Electric General Plant

The life estimates recommended for this group of accounts are based on actuarial analysis, currently
approved life estimates, and engineering judgment. The changes (both increases and decreases) for
average proposed service lives resulted from the actuarial analysis, engineering/management judgment,
future management plans, and changes in technology. The results of the 2008 Study for account 390
through 398 (see Appendix A) show average service life estimates ranging between 5 and 50 years.

COMMUON PLANT
Common General Plant

The life estimates recommended for this group of accounts are based on actuarial analysis, currently
approved life estimates, and engineering judgment. The changes (both increases and decreases) for
proposed average service lives resulted from the actuarial analysis, engineering/management judgment,
future management plans, and technology changes. The results of the 2008 Study for account 390
through 398 (see Appendix B) show average service life estimates ranging between 3 and 50 years.
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GAS PLANT
Gas Production Plant

The facilities at Tilghman Street gas production plant are depreciated using the life span method with
a terminal date. The life estimates recommended for these groups of accounts are based on actuarial
analysis, currently approved life estimates, the current age and material condition of the plant, and
engineering judgment. The 2008 Study confirmed the terminal year used in the 2004 Study of 2035
(see Appendix C) The impact to depreciation expense of the 2008 Study for accounts 305 and 311 is
immaterial.

Gas Storage Plant

The facilities at West Conshohocken gas storage plant are depreciated using the life span method with
a terminal date. The life estimates recommended for these groups of accounts are based on actuarial
analysis, currently approved life estimates, the current age and material condition of the plant, and
engineering judgment. The 2008 Study confirmed the terminal year used in the 2004 Study of 2032
(see Appendix C). The impact to depreciation expense of the 2008 Study for accounts 361 through
363 is immaterial.

{zas Distribution Plant

The life estimates recommended for this group of accounts are based on actuarial analysis, currently
approved life estimates, and engineering judgment. Based on the analysis performed, the proposed
average service lives and survivor curves have changed for some gas distribution accounts. The results
of the 2008 Study for account 375 through 387 (see Appendix C) show average service life estimates
ranging between 22 and 70 years.

Gas General Plant

The life estimates recommended for this group of accounts are based on actuarial analysis, currently
approved life estimates, and engineering judgment. Based on the analysis performed, the proposed
average service lives and survivor curves have not changed. The results of the 2008 Study for account
390 through 398 (see Appendix C) show average service life estimates ranging between 5 and 50
years.
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PECO Energy Company
Service Life Study Estimates by Account
Electric Plant
Appendix A

Electrlc Transmlssmn P!ant _

PECO Electric 352 Structures & Improvements 50 R3 50 R2.5
PECO Electric 353 Station Equipment 55 S1 55 R2
PECO Electric 354 Towers & Fixtures 60 R2.5 65 R4
PECO Electric 355 Poles & Fixtures 45 L1.5 65 R4
PECO Electric 356 OH Conductors & Devices 55 R3 55 A3
PECOQ Electric 357 UG Conduit 60 R4 65 R4
PECO Electric 358 UG Conductors & Devices 60 R2 60 R2
PECO Electric 358. Roads & Trails 40 $3 .80 R4

Electric Distribution Plant

PECO Electnc 361 Structures & Irnprovsments . 45 2 ] R2.5
PECO Electric 362 Station Equipment 45 R2.5 45 R2.5
PECO Electric 364 Poles & Fixtures 53 R2 53 R2
PECOQ Efectric 365 QOH Conductors & Deviges 52 R3 52 R2.5
PECO Electric 366 UG Conduit 65 R4 65 R4
PECO Electric 367 UG Conductors & Devices 56 50.5 52 R1.5
PECO Electric 368 Transformers 54 R2 45 R2
PECO Electric 369.1 Aerial Services 51 R4 48 R4
PECO Electric 369.2 UG Services 52 A2.5 48 R2.5

) 20 RO.5 N/A (See N/A (See
PECO Electric 370 Meters footnote} footnote)
PECO Electric 371 Customer Premises 3s R3 35 A3
PECO Electric 373 Street Lighting & Signal Systems 19 L1 22 L1.5
PECO Electric 373.1 Aerial Street Lighting 19 L1 22 L1.5
PECO Electric 373.2 UG Street Lighting 19 Lt 22 L1.5
PECO Electric 373.3 Private Qutdoor Lighting 19 L1 22 L1.5

Note: See discussion on page 4 regarding PECO Electric 370 - Electric Meters.

Electric General Plant

H at, i i B f: P Lirve - Segrirey - H 3 7
PECOQ Electric 390 Structures & Improvements 50 R1.5 50 Ft2 5
PECQ Electric 391.1 Office Machines 10 5Q 10 5Q
PECO Electric 391.2 Furniture & Fixtures 15 SQ 15 SQ
PECO Electric 391.3 Computers 5 SQ 5 SQ
PECOQ Electric 393 Stores Equipment 20 5Q i5 3G
PECO Electric 394 Tools & Equipment 20 sQ 15 5Q
PECO Electric 395.1 Lab Equipment - Testing 15 SQ 20 5Q
PECO Electric 395.2 Lab Equipment - Meters 15 5Q 15 SQ
PECO Electric 397 Communication Equipment 28 52 20 L3
PECO Electric 398 Miscellanecus Equipment 15 sQ 15 sQ
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PECO Energy Company
Service Life Study Estimates by Account
Common Plant
Appendix B

Common General Plant

PECO Common 3 Structures & Improvements R2
PECO Common 391.1 Office Machines 10 sQ 10 sQ
PECQ Commgon 391.2 Fumiture & Fixtures 15 SQ 15 5Q
PECO Common 391.3 Computers 5 sQ 5 sSQ
PECO Common 392.1 Automobiles 7 R1.5 ] R3
PECO Common 392.2 Light Trucks 9 L2 10 R4
PECO Common 392.3 Heavy Trucks 12 A1 13 A5
PECQ Common 392.4 Tractors 9 Rt 11 2
PECOQ Common 392.5 Trailers 15 R2 15 R2
PECQ Common 392.6 Other Vehiclés 10 R4 15 R2
PECO Common 393 Stores Equipment 20 sQ 15 sQ
PECO Common 394.1 Construction Toois 20 Sa 15 sQ
PECO Common 384.2 Common Tools N/A N/A 15 8Q
PECO Common 384.3 Garage Equipment 20 SQ 20 sQ
PECO Common 396.1 Power Operated Vehicles 11 L2 11 tz
PECO Commoen 397 Communication Equipment 28 §2 20 L3
Miscellanecus Equipment 15 SQ 15 SQ

PECO Common 398




PECO Energy Company

Service Life Study Estimates by Account

Gas Production Plant

Gas Plant
Appendix C

BT P f
5 Ak 2

. ,u:-_s?*:,::m! AIEBCTHICH

PECO Gas 305 Structures & Improvements EOL 2035 EOL 2035
PECQ Gas 311 Liquefied Pet. Gas Equipment EQL 2035 EOL 2035
Gas Storage Plant
PECO Gas 361 Structures & Improvements EQL 2032 EOL 2032
PECO Gas 362 Gas Holders EOL 2032 EOL 2032
PECO Gas 363 Purification Equipment EOL 2032 EOL 2032
PECO Gas 363.1 Liguefaction Equipment EOL 2032 EOQL 2032
PECO Gas 363.2 Vaporizing Equipment EOL 2032 EOL 2032
PECQ Gas 363.3 Compressor Equipment EOL 2032 EOL 2032
PECO Gas 363.4 Measuring & Regulating Equip. EOL 2032 EOL 2032
PECOQ Gas 363.5 Other Equipment EOL 2032 EOL 2032

Note: The Gas Production Plant & Gas Storage Plant accounts do not have Average Service Lives or Dispersion Curves since

these accounts have a Terminal Date that determines the depreciation accrual.

Gas Distribution Plant

PECO Gas 376.1 Stee! Mains 66 A3 70 R3
PECO Gas 376.2 Cast iron Mains 65 A0.5 65 RO.5
PECO Gas 376.3 Plastic Mains 66 R3 66 R3
PECO Gas 378 Measure & Regulate Station Equip. 45 R1 45 R2
PECO Gas 379 City Gate Check Stations 45 R1 45 R2.5
PECO Qas 380.1 Steel Services 35 RO.5 37 RO.5
PECO Gas 380.2 Plastic Services 50 R1.5 5¢ R2
PECO Gas 381 Meters 30 S0.5 30 R3
PECO Gas 382 Meter Instaliations 39 RO.5 a5 81
PECO Gas 387 Cther Equipment 22 515 22 S15
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Gas General Plant

PECO Gas 390 Structures & Improvemen 50 R4 50 R1
PECO Gas 3911 Office Machines 10 8Q 10 5Q
PECO Gas 391.2 Fumiture & Fixtures 15 SQ 15 8Q
PECO Gas 391.3 Computers 5 5Q 5 sQ
PECO Gas 384 Tools & Equipment 20 SQ 20 5Q
PECO Gas 395 Lab Equipment 15 5Q 15 - 8Q
PECO Gas 398 Miscellaneous Equipment 15 sQ 15 . sQ
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PECO Energy — 2009 Depreciation Study

PECO Electric Account 361.00 - Structures & Improvements
Placement Band - 1899 — 2008

Observation Band — 1975 - 2008
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PECO Energy - 2009 Depreciation Study

PECO Electric Account 362.00 — Station Equipment
Placement Band — 1912 — 2008

Observation Band - 1975 — 2008
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PECO Energy — 2009 Depreciation Study Survivor Curve
PECO Electric Account 364.00 ~ Poles and Fixtures
Placement Band — 1856 - 2008

Observation Band - 1975 - 2008
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PECO Energy - 2009 Depreciation Study
PECO Electric Account 365.00 — OH Conductors and Devices

Placement Band — 1855 - 2008

Observation Band - 1975 - 2008
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PECO Energy — 2009 Depreciation Study
PECOQ Electric Account 366.00 — UG Conduit
Placement Band — 1855 — 2008

Observation Band - 1975 - 2008
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PECO Energy — 2009 Depreciation Study

PECO Electric Account 367.00 - UG Conductors and Devices
Placement Band — 1898 — 2008

Observation Band — 1975 — 2008
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PECO Energy — 2009 Depreciation Study
PECO Electric Account 368.00 — Transformers
Placement Band — 1906 ~ 2008

QObservation Band - 1975 - 2008
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PECO Energy - 2009 Depreciation Study

PECQO Electric Account 369.10 - Aerial Services
Placement Band - 1900 - 2008

Observation Band — 1975 - 2008

48 R4

arsi{vVmbarpes DO 2t A bevsty Yoo s D115

4 Artual Data. ® R451.35 ¥ R4 40.00

Percent Surviving

g 18 27 36 45 54 63 72 at

Age (Years)
Vintages: 1940-2008
Activity Yoars: 1975-2008

S— ——
T A T e e T P R oy S R e L

L T

T A RS S



PECO Energy - 2009 Depreciation Study
PECQO Electric Account 369.20 — UG Services
Placement Band — 1855 — 2008

(Observation Band — 1975 ~ 2008
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PECO Energy - 2009 Depreciation Study
PECO Electric Account 370.00 — Meters
Placement Band - 1912 - 2008
Observation Band - 1975 - 2008
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PECO Energy - 2009 Depreciation Study

PECO Electric Account 3710 — Customer Premises
Placement Band — 1911 -2008

Observation Band - 1975 -2008
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PECO Energy - 2009 Depreciation Study

PECO Electric Account 373.00 — Street Lighting & Signal Systems
Placement Band — 1900 — 2008

Observation Band - 1975 — 2008
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PECO Energy - 2009 Depreciation Study

PECO Electric Account 373.1 —- Aerial Street Lighting
Placement Band - 1915 — 2008

Observation Band - 1975 — 2008
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PECO Energy — 2009 Depreciation Study

PECO Electric Account 373.2 — Underground Street Lighting
Placement Band — 1900 — 2008

Observation Band - 1975 — 2008
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PECO Energy ~ 2009 Depreciation Study

PECO Electric Account 373.3 — Private Outdoor Lighting
Placement Band — 1900 - 2008

Observation Band — 1975 — 2008
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PECO Energy - 2009 Depreciation Study

PECO Electric Account 390 — Structures and Improvements
Placement Band —- 1909 - 2008

Observation Band - 1975 - 2008
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PECO Energy — 2009 Depreciation Study

PECO Electric Account 397 — Communication Equipment
Placement Band — 1940 - 2008

Observation Band — 1975 - 2008
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PECO Energy - 2009 Depreciation Study

PECO Common Account 390 - Structures & Improvement
Placement Band ~ 1860 — 2008

Observation Band - 1975 - 2008
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PECO Energy — 2009 Depreciation Study
PECO Common Account 392.10 — Automobiles

Placement Band - 1925 — 2008
Observation Band — 1975 — 2008
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PECO Energy — 2009 Depreciation Study
PECO Common Account 392.20 ~ Light Trucks
Placement Band — 1925 - 2008

Observation Band - 1975 - 2008
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PECO Energy — 2009 Depreciation Study

PECO Common Account 392.30 - Heavy Trucks
Placement Band — 1925 — 2008

Observation Band ~ 1975 — 2008
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PECO Energy — 2009 Depreciation Study
PECO Common Account 392.40 — Tractors
Placement Band - 1925 - 2008
Observation Band — 1975 ~ 2008
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PECO Energy — 2009 Depreciation Study
PECO Common Account 392.50 - Trailers
Placement Band — 1925 - 2008
Observation Band - 1975-2008
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PECO Energy — 2009 Depreciation Study

PECO Common Account 392.60 — Other Vehicles
Placement Band - 1925 ~ 2008

Observation Band — 1975 — 2008
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PECO Energy - 2009 Depreciation Study

PECO Common Account 396.10 — Power Operated Vehicles
Placement Band — 1931 - 2008

Observation Band — 1975-2008
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PECO Energy ~ 2009 Depreciation Study

PECO Common Account 397.00 — Communications Equipment
Placement Band ~ 1947 — 2008

Observation Band — 1975-2008
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