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Technical Director:

Exelon Corporation (Exelon) appreciates the opportunity to comment on the Financial Accounting
Standards Board's (the Board) Exposure Draft of the Proposed ASU, Intangibles - Goodwill and Other
Internal-Use Software (Subtopic 350-40): Customer's Accounting for Implementation Costs Incurred in a
Cloud Computing Arrangement That Is a Service Contract; Disclosures for Implementation Costs Incurred
for Internal-Use Software and Cloud Computing Arrangements.
Exelon is a Fortune 100 energy company with the largest number of utility customers in the U.S. Exelon
conducts business in 48 states, the District of Columbia and Canada and had 2017 revenue of $33.5 billion.
Exelon's six utilities deliver electricity and natural gas to approximately 9 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 35,168 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 million
residential, public sector and business customers, including more than two-thirds of the Fortune 100.
Exelon supports the Board's objective of providing specific and clear guidance on the accounting for costs
of implementation activities performed in cloud computing arrangements to address the current diversity in
practice. We believe that the proposed ASU appropriately addresses the diversity in the accounting for
implementation costs and provides appropriate recognition of the economic value generated when such
costs are incurred. We have also identified two areas in which we believe the proposed ASU could be
further improved to benefit both preparers and users of financial statements. Accordingly, we urge the
Board to adopt this guidance as proposed except for the following two modifications:
•

Exelon agrees that eligible implementation costs of a hosting arrangement that is a service contract
should be capitalized using the guidance on internal-use software and amortization of such
capitalized costs should be recognized in profit or loss over the term of the hosting arrangement as
defined in this proposed update. However, we believe that the presentation of the amortization
should be consistent with the presentation of the amortization of other intangible assets capitalized
under this topic with the ability to classify such costs as amortization expense for consistency. In
addition, we believe the amortization expense presentation would be consistent with the treatment
of other cost deferral assets recognized under U.S. Generally Accepted Accounting Principles. For
instance, the amortization of regulatory assets recognized under ASC 980 Regulated Operations
is commonly presented in amortization expense rather than operating and maintenance expense,
which is typically the line item where the costs would have been presented had they not been
eligible for deferral as a regulatory asset.
As further support for the amortization expense presentation, it is possible that the costs of the
cloud computing contract may include components not reported in the same line item. For instance,
sales/local tax could be applicable to either a component of the implementation cost or to the fee
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