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INTRODUCTION 
 
This Supplemental Report is submitted by Commonwealth Edison Company (“ComEd”) 
to the Illinois Commerce Commission (the “Commission” or “ICC”) as a voluntary 
supplemental informational filing.  This Supplemental Report serves three purposes: 
 

• This Supplemental Report provides additional information relating to the subject 
matter of the internal audit report entitled “2009 ComEd Purchased Electricity 
Cost Recovery Review” dated November 20, 2009, that has been prepared by 
Internal Audit Services (“IAS”) of Exelon Corporation and that is being submitted 
simultaneously herewith by ComEd to the Commission as a required 
informational filing under provisions of two ComEd tariffs approved by the 
Commission, i.e., Rider PE – Purchased Electricity, Original Sheet No. 311, et 
seq., Ill. C. C. No. 10 (“Rider PE”); and Rate BESH – Basic Electric Service 
Hourly Pricing, Original Sheet No. 29, et seq., Ill. C. C. No. 10 (“Rate BESH”). 

 
• This Supplemental Report summarizes the monthly process that ComEd followed 

in order to implement the applicable provisions of those tariffs, and includes a 
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schedule showing cumulative totals of incremental expenses, revenues, and 
recoveries associated with Rider PE and Rate BESH relating to the period 
June 1, 2008, through May 31, 2009 (referred to below as the “current audit 
period” or the “current reconciliation period”), as explained further below. 

 
• This Supplemental Report provides information regarding ComEd’s 

understanding of, and recommendations relating to, the appropriate scope and 
nature of the related Commission proceedings provided for in those two tariffs. 

 
 
 
LEGAL AND STATUTORY REQUIREMENTS 
 
Legal Authority
 
Section 16-111.5 of the Illinois Public Utilities Act, 220 ILCS 5/16-111.5, entitled 
“Provisions relating to procurement”, sets forth a number of provisions relating to the 
procurement of electric power and energy and the recovery of the costs of that 
procurement.  Section 16-111.5(l) states in part: 
 

The tariffs [providing for the recovery of costs of procuring electric power 
and energy under Section 16-111.5] shall include a formula rate or charge 
designed to pass through both the costs incurred by the utility in procuring 
a supply of electric power and energy for the applicable customer classes 
with no mark-up or return on the price paid by the utility for that supply, 
plus any just and reasonable costs that the utility incurs in arranging and 
providing for the supply of electric power and energy.  The formula rate or 
charge shall also contain provisions that ensure that its application does 
not result in over or under recovery due to changes in customer usage 
and demand patterns, and that provide for the correction, on at least an 
annual basis, of any accounting errors that may occur.  ****  All such costs 
shall be deemed to have been prudently incurred.  **** 
 

(emphasis added.) 
 
 
Rider PE – Scope of Proceeding 
 
In accordance with Section 16-111.5(l) of the Act, Original Sheet No. 329 of Rider PE 
provides for a Commission proceeding relating to the Purchased Electricity Adjustments 
(“PEAs”) as to the current reconciliation period stating in part as follows: 
 

Each year beginning in 2009, no earlier than ninety (90) calendar days 
after the end of the effective period associated with the May determination 
period of such year, a proceeding must commence in accordance with 
Section 16-111.5(l) of the Act to “provide for the correction, on at least an 
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annual basis, of any accounting errors that may occur” in the application of 
the provisions of this rider. 

 
(Emphasis added.)  The Act does not provide for review of the prudence of the PEAs. 
 
However, unlike with the PEAs, the tariff (also on Original Sheet No. 329) permits the 
Commission, if it wishes, to review the reasonableness of ComEd’s applicable internal 
administrative and operational costs stating in part as follows: 
 

Such proceeding may also provide for the determination of the 
reasonableness of the Company's internal administrative and operational 
costs associated with the procurement of electric power and energy 
pursuant to Section 16-111.5 of the Act and other costs of implementing or 
complying with the procurement plan approved by the ICC to the extent 
that they are properly reviewable in such proceeding pursuant to 
Section 16-111.5(l) of the Act. 

 
 
Rate BESH – Scope of Proceeding 
 
Similarly, although the language is not identical, Original Sheet No. 46 of Rate BESH 
provides for a Commission proceeding relating to the Hourly Purchased Electricity 
Adjustments (“HPEAs”) as to the current reconciliation period stating in part as follows: 
 

Thereafter, each year beginning in 2009, no earlier than ninety (90) 
calendar days after the end of the effective period associated with the May 
determination period of a PJM Planning Year, a proceeding must 
commence to provide for the correction of any errors that may have 
occurred in the application of the provisions of this tariff. Any correction of 
any such error is determined and applied in accordance with lawful orders 
issued by the ICC in such proceeding. 
 

Again however, unlike with the HPEAs, the tariff (also on Original Sheet No. 46) permits 
the Commission, if it wishes, to review the reasonableness of ComEd’s applicable 
internal administrative and operational costs stating in part as follows: 
 

Any proceeding described in the previous (2) paragraphs may also 
provide for the determination of the reasonableness of the Company's 
internal administrative and operational costs associated with the 
procurement of electric power and energy for retail customers served 
hereunder. 
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Internal Audit – Scope of Proceedings 
 
The IAS report, as described further therein, relates to two sets of charges/credits: 
(1) PEAs charged/credited to applicable customers under Rider PE as applicable to 
service provided from June 1, 2008, through May 31, 2009; and (2) HPEAs 
charged/credited to applicable customers under Rate BESH as applicable to service 
provided from June 1, 2008, through May 31, 2009.1

 
PEAs under Rider PE were designed and applied to service provided in the current 
reconciliation period to ensure that ComEd neither over- nor under-recovered its costs 
of procuring full requirements electric supply for retail customers for whom it procures 
such supply.  See Original Sheet No. 326 of Rider PE. 
 
Original Sheet No. 329 of Rider PE, as specified in further detail therein, required that 
ComEd conduct and submit to the Commission a report on an internal audit relating to 
the PEAs for the current reconciliation period.  That tariff sheet lists five areas of inquiry. 
 
Similarly, HPEAs under Rate BESH were designed and applied to service provided in 
the current reconciliation period to ensure that ComEd neither over- nor under-
recovered its costs of procuring full requirements electric supply for retail customers for 
whom it procures such supply.  See Original Sheet No. 37 of Rate BESH. 
 
Original Sheet No. 46 of Rate BESH, as specified in further detail therein, required that 
ComEd conduct and submit to the Commission a report on an internal audit relating to 
the HPEAs for the current reconciliation period.  That tariff sheet lists four areas of 
inquiry. 
 
ComEd’s Revenue Accounting (“RA”) function developed and implemented processes 
for the calculation and application of PEAs and HPEAs for the current reconciliation 
period.  The processes were tested and then put into effect, and they have been 
reviewed over time. 
 
The IAS report, as set forth in more detail therein, reports on IAS’ independent review of 
ComEd’s PEAs and HPEAs and the underlying processes.  In accordance with the two 
tariffs, the IAS report is being submitted with verification from an officer of ComEd, 
Kevin Waden, ComEd Controller. 
 
 

                                                 
1 The IAS report (at page 3) provides that IAS’ scope of work also included reviewing compliance 

with the requirements of former tariffs Rate BES-H - Basic Electric Service - Hourly Energy Pricing and 
Rider TS-CPP - Transmission Services (Competitive Procurement Process) as applicable to a defined 
period prior to the above-specified period. 
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Summary of Recommended Proceedings 
 
ComEd understands and agrees that the Commission is required to open proceedings, 
preferably consolidated proceedings, for Rider PE and Rate BESH regarding whether 
there were any accounting errors in the calculation and application of the PEAs and the 
HPEAs as to the current reconciliation period.  ComEd also understands and agrees 
that the Commission is not required, but may, under the two tariffs, include in such 
proceedings a review of the reasonableness of ComEd’s applicable internal 
administrative and operational costs.  ComEd also believes that the proceedings should 
be conducted in an efficient manner that does not result in unnecessary burdens on the 
Commission, Staff, ComEd, or any other person or entity.   
 
ComEd respectfully submits that the submission of the verified IAS report, standing 
alone, appropriately and reasonably supports Commission findings that the PEAs and 
HPEAs as to the current reconciliation period did not incorporate or reflect any 
accounting errors and, if the Commission wishes to address the subject, that ComEd’s 
applicable internal administrative and operational costs were reasonable.  ComEd 
understands that the Commission’s Staff may wish to serve appropriate discovery or 
conduct other appropriate inquiry of ComEd to verify whether the PEAs and HPEAs as 
to the current reconciliation period suffered from any accounting errors.  ComEd looks 
forward to cooperating with Staff’s review. 
 
ComEd believes that the above recommendations as to the scope of the proceedings 
are consistent with the Commission’s Order Commencing Reconciliation Proceedings in 
ICC Docket No. 09-0080 (February 11, 2008), which involved largely analogous 
proceedings under former tariffs. 
 
 
THE INTERNAL AUDIT REPORT 
 
The IAS report (on page 2, et seq.) reflects the areas of inquiry provided for in the two 
tariffs on Original Sheet Nos. 329 and 46. 
 
In brief, while the IAS report speaks for itself, the IAS report provides independent 
confirmation of the correctness of the PEAs and HPEAs applied as to the current 
reconciliation period.  It should be noted that the IAS procedures employed in 
conducting the analysis summarized in the IAS report include comparing non-general 
ledger data and computations based therein with general ledger (“GL”) data and 
computations based thereon.  ComEd’s general ledger is its official books and records.  
The validation processes and, in particular, the immaterial differences (referenced on 
page 4 of the IAS report) between the PEA/HPEA calculations performed by IAS and 
those reported in the general ledger are not intended to, and should not be understood 
to, mean or suggest that the general ledger data, or ComEd’s PEAs and HPEAs as to 
the current reconciliation period in particular, were incorrect.  That is not the case.  As 
the IAS report (at page 4) states in part: 
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In our opinion, based on testing performed for the 12-month period of 
June 1, 2008 through May 31, 2009, the cost recovery process performed 
by Revenue Accounting, including the supporting GL reconciliations used 
to calculate the PEA/HPEA activity is in compliance with Rider PE and 
Rate BESH.  In addition, based on testing performed for the 10-month 
period of January 2, 2007 through October 31, 2007 (service under the 
hourly priced energy supply tariff) and the 16-month period of January 2, 
2007 through April 30, 2008 (service under the fixed priced energy supply 
tariffs), the transmission cost recovery process performed by Revenue 
Accounting is in compliance with Rider TS-CPP. 
 

It should be noted that IAS’ review included review of the reasonableness of ComEd’s 
applicable internal administrative and operational costs, as indicated on page 3 and in 
Appendix A to the IAS report. 
 
It also should be noted that the IAS report does reference a correction relating to the 
prior reconciliation period, January 2, 2007, through May 31, 2008, that is being made 
this month.  As the IAS report (at page 4) states: 
 

In late 2008, Revenue Accounting management identified that free service 
usage was being incorrectly captured in a CIMS [Customer Information 
and Management System] query and included in PEA/HPEA calculations 
of supply related expenses.  Revenue Accounting coordinated with 
Information Technology to correct the error in the CIMS query and 
updated its processes to validate free service usage against two separate 
data sources going forward.  However, Revenue Accounting did not 
research the potential for errors in the CIMS query during prior periods 
which resulted in a net understatement of the Regulatory Asset for Rider 
PE and Rate BESH by approximately $361K as of October 2009, of which 
approximately $61K related to the January 2, 2007 – May 31, 2008 audit 
period.  This adjustment is anticipated to be reflected in the November 
2009 filing with the ICC. 
 

ComEd wishes to supply the following additional information regarding the free service 
usage adjustment being made relating to the prior reconciliation period.  During 
September 2009, IAS began its annual review of the PEAs and HPEAs for the current 
reconciliation period.  In the process of gathering responses to various audit requests, 
RA identified some small differences in free service usage compared to amounts stated 
in previous filings and initiated a detailed reconciliation of free service usage beginning 
January 2, 2007.  RA reviewed the three sources of data: (A) CIMS download data with 
data by rate (Hourly, Blended, and Annual); (B) CIMS report data with free service 
usage in total only, and (C) Revenue Net Fuel (“RNF”) data warehouse by rate.  Data 
source (A) is the primary source of data and the source that was used to support the 
free service calculation during the prior reconciliation period of January 2, 2007, through 
May 31, 2008, and during the current reconciliation period through October 2008.  From 
November 2008 and thereafter, data source (A) was reconciled with data source (B) 
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and any unresolved differences between these two sources were reconciled with data 
source (C) which was not operational until after 2007.  Prior to November 2008, 
unresolved differences occurred between such sources for 15 of the 22 months during 
the period from January 2, 2007 through October 2008. For 10 of these 15 months, data 
sources (B) and (C) matched and RA determined that an adjustment to the regulatory 
asset in the amount of $361,000 should occur to reflect the difference between data 
source (A) and the other two sources.  For the remaining 5 months that differences 
occurred, RA performed a detailed review of the available data sources to attempt to 
resolve the discrepancies.  RA found that the unresolved differences for such 5 monthly 
periods ranged from increasing the regulatory asset by an aggregate $61,000 to 
decreasing it by an aggregate $26,000.  RA has concluded its review of the differences 
and filed an adjustment to the regulatory asset in the net amount of $335,000, which 
includes such $26,000 amount.  Such net amount results in the smallest aggregate 
impact to retail customers and is comprised of a $13,000 adjustment related to the prior 
reconciliation period and a $322,000 adjustment related to the current reconciliation 
period.   
 
 
OPERATION OF THE TARIFFS 
 
ComEd notes that it has submitted monthly informational filings to the Commission 
regarding the activity in its PEAs and HPEAs for the duration of the current 
reconciliation period.  Those monthly filings demonstrate how the tariffs have been 
implemented.  RA has at times identified appropriate adjustments during the course of 
preparing the monthly filings for the PEAs and the HPEAs.  As these items have been 
identified they have been corrected and filed in the next monthly filing made in 
accordance with the tariff.   
 
Included as Appendix I to this Supplemental Report is a summary schedule showing 
cumulative totals of incremental expenses, revenues and recoveries associated with 
Rider PE and Rate BESH as to the period June 1, 2008, through May 31, 2009. 
 
As noted in Appendix I, as of May 31, 2009, ComEd had total accrued expenses of 
$3,583,195,637, total accrued revenues of $3,535,310,070; total recoveries of 
$28,370,904; and total interest of ($157,323).  These totals are separated into Annual, 
Blended, and Hourly segments in Appendix I.  The end result is a regulatory asset on 
ComEd’s general ledger of $31,423,529 as of May 31, 2009. 
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COMMONWEALTH EDISON COMPANY 

Rider PE and Rate BESH 
Cumulative Totals of Incremental Expenses, Revenues, and Recoveries 

June 1, 2008, Through May 31, 2009 
 
 

 Annual Blended Hourly Total

Total Reg Asset (Liability) – 
May 31, 2008 

$1,403,530 $13,672,901 ($3,010,242) $12,066,189

  
Accrued Expenses - 3,411,015,153 172,180,484 3,583,195,637
  
Accrued Revenues - 3,357,040,000 178,270,070 3,535,310,070
  
Net Over (Under) Recovery (1,403,530) (67,648,054) 9,099,828 (59,951,756)
  
Regulatory Asset (Liability) 1,403,530 67,648,054 (9,099,828) 59,951,756
Recoveries (Refunds) 1,186,347 33,897,458

 
(6,712,901) 28,370,904

Interest 1,096 (149,698) (8,721) (157,323)
Transfer Annual to Blended (218,279) 218,279 - -
  
Total Reg. Asset (Liability) 
– May 31, 2009 $             - $33,819,177 ($2,395,648) $31,423,529

 
 
Notes:   
 
• For the January 2007 through the May 2008 determination period, customers in the Annual 

segment were nonresidential retail customers in (a) the Large Load and the Very Large Load 
Customer Groups taking service under the then effective Rate BES-NRA – Basic Electric 
Service-Nonresidential (Annual) and (b) the Railroad Delivery Class taking service under 
Rate BES-RR – Basic Electric Service-Railroad. 

 
• For the June 2008 through May 2009 determination period, customers are no longer served 

under the Annual segment pursuant to legislation, PA-95-481, signed into law and the Illinois 
Commerce Commission approval of changes to ComEd’s tariffs pursuant to ICC Docket No. 
07-0478.  For the July 2008 determination period the $218,279 remaining Annual regulatory 
asset was transferred to the Blended segment and reported on Schedule IIc - AB in the 
respective Blended filing. 

 
• For the June 2008 through the May 2009 determination period, customers in the Blended 

segment were (a) residential retail customers, (b) lighting retail customers, and (c) 
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• nonresidential retail customers in the Watt-Hour and the Small Load Customer Groups, 
taking service under the then effective Rate BES - Basic Electric Service. 

 
• For the June 2008 through the May 2009 determination period, customers in the Hourly 

segment were (a) nonresidential retail customers in the Self-Generation and the 
Competitively Declared Customer Groups not taking service under Rate RDS – Retail 
Delivery Service with electric power and energy provided by Retail Electric Suppliers 
(RESs) and (b) retail customers in other customer supply groups that elected to take service 
under Rate BESH – Basic Electric Service Hourly Pricing. 
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