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Executive Overview
Background 

In October 2009, the Illinois Commerce Commission (ICC) granted ComEd approval to 
recover certain Operating & Maintenance (O&M) and capital costs associated with the 
Advanced Meter Infrastructure pilot program (AMI) under Rider AMP – Advanced 
Metering Program Adjustment (Rider AMP).  In September 2010, the 2nd District 
Appellate Court Opinion in Case No. 2-08-0959 (2010) (the “Appellate Opinion”) 
reversed the ICC decision in Docket No. 07-0566 approving ComEd’s Rider SMP – 
System Modernization Program Adjustment (which ComEd had originally filed as Rider 
AMP in September 2008 pursuant to the ICC Order in that proceeding).  Consequently, 
in October 2010, ComEd filed a petition with the ICC requesting approval of revisions to 
ComEd’s General Terms and Conditions (GTC). (See Appendix B – Note 1 for 
additional details.)  In December 2010, the ICC entered its Order in Docket No. 10-0597 
granting ComEd’s petition.  The revisions required ComEd to terminate recovery of 
operating expenses associated with ComEd’s AMI Pilot through Rider AMP beginning 
with the January 2011 monthly billing period and authorized ComEd to include those 
otherwise unrecoverable operating expenses in a general rate case where they fall 
within the test year or an appropriate pro forma period. (See Appendix B – Note 2 for 
additional details.) 

As the Appellate Opinion affected ComEd’s ability to recover AMI costs under Rider AMP 
versus proposed base rates and may be subject to an appeal to the Illinois Supreme 
Court, Internal Audit performed its review under the assumption that certain AMI O&M and 
capital costs were recoverable under Rider AMP from January 2009 through September 
2010 and only certain capital costs (e.g., return on and of capital investments including 
depreciation expense associated with new AMI and amortization expense of retired meters 
less depreciation expense currently collected under current base rates) were recoverable 
under Rider AMP, via the revisions to ComEd’s GTC, from October 2010 through 
December 2010.

The results of this audit are required to be submitted to the ICC by June 1st along with 
the annual reconciliation report of Rider AMP costs and recoveries.

Objective and Scope 

The objective of this review was to assure compliance with the requirements of Rider 
AMP and the AMP Billing Provisions contained in ComEd’s GTC (i.e., ILL. C. C. No. 10, 
Original Sheet No. 203.1, also known as the “bridge tariff”).  Although not required by 
the bridge tariff, an Internal Audit was performed consistent with the requirements of the 
original language included in Rider AMP.  Specifically, Internal Audit focused on 
assuring that ComEd’s processes and controls promote consistency in meeting the 
following objectives: 
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 AMI costs recovered under Rider AMP are not recovered under another ComEd 
tariff,

 Rider AMP Adjustments are appropriately applied to customer bills, 
 Revenues collected under Rider AMP are appropriately recorded in the general 

ledger and,  
 AMI related costs are appropriately identified, recorded in the general ledger and 

included in calculations of the Rider AMP Adjustments applied to customer bills. 

The scope of our review included AMI O&M and capital costs incurred in 2009 through 
December 2010 and related cost recoveries. 

Issues and Management Action Plans 

Overall Control Rating:  Effective           (See Appendix A for rating definitions.) 

While Internal Audit cannot offer a legal opinion as to whether ComEd is or is not in 
compliance with the requirements of Rider AMP, Internal Audit can state, in its opinion, 
based upon testing performed over Rider AMP cost recovery processes and controls 
performed by Revenue Policy, Retail Rates, IT and Regulatory Accounting, the 
processes and controls designed to meet the objectives cited above are consistent with 
the requirements of Rider AMP and the bridge tariff (hereafter referred to simply as 
Rider AMP). 

As expected and after receipt of the Appellate Opinion effective as of September 30, 
2010, Regulatory Accounting has been appropriately recording AMI costs in their 
inherent financial statement classifications in accordance with Generally Accepted 
Accounting Principles.  Regulatory Accounting has also established a liability account to 
recognize and record AMI revenues collected from customers that may be subject to 
refund.  In response to the Appellate Opinion, ComEd has filed an appeal with the 
Illinois Supreme Court seeking to reverse the Appellate Court’s decision.  Should 
ComEd receive a final ruling from the Supreme Court or final order from the ICC that 
reverses the Appellate Court’s decision, Regulatory Accounting will reinstate processes 
to perform regulatory accounting for Rider AMP costs and recoveries. 

Although cost recovery processes appear to be consistent with Rider AMP 
requirements, Internal Audit observed a low priority issue with controls designed to 
protect the integrity of Rider AMP calculations contained in key spreadsheets and an 
opportunity to improve Rider AMP procedural documentation. 

Although key spreadsheets used in Rider AMP processes are retained on department 
restricted shared drives, Internal Audit identified a need to further control spreadsheets 
containing key calculations used in Rider AMP financial and regulatory reporting to 
ensure data integrity of those calculations.  Internal Audit did not identify any errors in 
reporting as a result of this lack of spreadsheet controls.  This issue is detailed further in 
the Summary of Deficiencies and Action Plans section. 
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There is an opportunity to enhance documentation of key Rider AMP calculations and 
processes that support Rider AMP cost recovery and reporting.  This opportunity will 
help ensure consistent execution of cost recovery processes that occur throughout the 
life of Rider AMP. While this observation represents an opportunity for continuous 
improvement, management action plans are not required.  Management should 
consider these opportunities to further strengthen the Rider AMP control environment.

Throughout this review all issues and opportunities for improvement were discussed with 
Management.  Management agrees with the issues and opportunities and has provided a 
remediation plan for the issue identified.   

Internal Audit appreciates the assistance of Revenue Policy, Regulatory Strategy, Retail 
Rates, IT, Legal, Regulatory and Plant Accounting Management personnel, in the 
completion of this review.

Tricia Arrington, Manager 
Internal Audit 

Report Distribution 

To: Martin G. Fruehe 

cc: Lawrence S. Alongi 
 Phillip Barnett 
 Bradley L. Bjerning 
 Christine M. Brinkman 
 Frances Fleming 
 Robert Garcia 
 William P. Hayden 
 Ross Hemphill 
 James F. Johnson 

 Mary E. Ludford 
 Denis P. O’Brien 
 Thomas S. O’Neil 
 Michael Pabian 
 Kwan Park 
 Alaine E. Resner 
 Mark Sharkey 
 Joseph R. Trpik Jr. 
 Kevin J. Waden 

 Siobhan Watson 
 Daniel T. Zielezinski
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Summary of Deficiencies and Action Plans 
Issue                        Issue Priority  

1.  Spreadsheet Controls Low  

Spreadsheets used to perform key Rider AMP calculations and reconciliations are not 
consistently controlled.  As such, spreadsheets could contain inaccurate or incomplete 
calculations used in Rider AMP financial and regulatory reporting.

Internal Audit noted that spreadsheets used to calculate the Program Recovery 
Adjustment (PRA), Customer Application Recovery Adjustment (CARA), the Rider AMP 
Adjustment applied to customer bills, and the book value of the Rider AMP Regulatory 
Asset do not contain a reasonable combination of spreadsheet controls to ensure the 
security and integrity of data retained within those spreadsheets.  For example, Internal 
Audit noted that PRA and CARA spreadsheets contain formulas that link cells between 
tabs within the spreadsheets to perform key calculations; however, they do not contain 
password protection and/or “locked” down cells to prevent inadvertent changes to 
formulas from occurring.  Internal Audit also noted that evidence of Management’s 
independent review of calculations contained within the PRA and CARA spreadsheets 
specifically is not retained. 

Although key spreadsheets do not contain a combination of spreadsheet controls, they 
are retained on department shared drives for which access is limited to employees of 
the respective department and thereby prevent employees outside the department from 
making unauthorized changes.  Internal Audit did not validate the appropriateness of 
assigned access to those shared drives.  Also, Internal Audit did not identify any specific 
errors in the spreadsheets reviewed as part of our testing.

Agreed Upon Action Plan 

Management will evaluate spreadsheets used to support key calculations used in Rider 
AMP financial and regulatory reporting and will implement a combination of the following 
controls:

 Document the business objective and functions of the spreadsheet,  
 Ensure segregation of duties is adequate (i.e. ownership, signoff, input, 

independent review and approval),
 Ensure that logic in the spreadsheet has been reviewed and approved by 

someone other than the creator, and approval is documented,
 “Lock down” critical cells, and 
 Restrict spreadsheet access based on job responsibilities by password-

protecting spreadsheets, designating spreadsheets as read-only, and retaining 
spreadsheets on a network drive with limited access.
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Management will also ensure that evidence of its independent review of key Rider AMP 
calculations contained within spreadsheets is retained.  

Responsible Persons Implementation Date 

Martin Fruehe, Manager, ComEd Revenue Policy  October 31, 2011  
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Continuous Improvement Opportunities 
During our review, Internal Audit identified the following opportunities for 
continuous improvement in a process, tool, or organization.  Internal Audit 
discussed each opportunity with Management and recommended that business 
adjustments be made, as Management deems appropriate.  Internal Audit does 
not require action plans or dates for these opportunities.  

Opportunity

1.  AMP Procedural Documentation  

Rider AMP cost recovery processes, including roles and responsibilities, are not 
documented beyond the language included in Rider AMP of ComEd’s Schedule of 
Rates.  However, during our interviews and testing, Internal Audit was able to gain 
comfort that a clear understanding of key processes has been obtained and executed 
against by process owners.

Management should consider documenting the key Rider AMP cost recovery processes 
performed by various groups* to ensure a consistent level of execution occurs 
throughout the life of Rider AMP.  This documentation will also ensure that there is a 
clear understanding of the costs deemed recoverable, the manner in which they should 
be accounted for regulatory and accounting purposes and the appropriate level of 
documentation that should be consistently retained for review during internal and 
external reviews of Rider AMP activity.

* Rider AMP groups include:  
 ComEd Revenue Policy, Regulatory Accounting, Plant Accounting, Retail Rates, 

Regulatory Strategy, Legal, and Automated Meter Infrastructure Program and 
Customer Applications personnel.
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Appendix A – Glossary of Terms 
Overall Control Rating 

Overall Control Ratings represent Internal Audit’s opinion of the design and 
operating effectiveness of the internal control environment in the audited 
business processes and/or systems. 

Effective – In our opinion, internal controls over the process and related technology that we reviewed 
effectively manage risks that could prevent Management from meeting essential aspects of its business 
objectives.  We identified issues that Management should correct; however, these issues are unlikely to 
prevent the audited business objectives from being achieved.   

Needs Improvement – In our opinion, internal controls over the process and related technology that we 
reviewed need improvement.  Without remediation of the internal control weaknesses we identified, 
Management is exposed to some risks that may adversely affect achievement of the audited business 
objectives. 

Ineffective – In our opinion, internal controls over the process and related technology that we reviewed 
are ineffective.  Without immediate action to remediate the internal control weaknesses we identified, 
Management is unprotected from significant risks that are likely to prevent fulfillment of the audited 
business objectives. 

Issue Priority 

Issue Priorities represent Internal Audit’s opinion of the importance of a design 
flaw or internal control failure to the organization, audited business processes, 
and/or systems being reviewed.  The basis for Internal Audit’s assessment of an 
issue priority is not only the exceptions or support identified (i.e., what did 
happen), but also the risk (i.e., what could happen) of the design flaw or internal 
control failure. 

High Priority – Issue represents considerable exposure to the organization or process being reviewed, 
and may limit or prevent Management’s achievement of the audited business objective.  Management 
should evaluate effects of the issue, and must promptly execute the Agreed Upon Action Plans to 
address this issue. 

Medium Priority – Issue represents some exposure to the organization or process being reviewed.  When 
isolated, this issue may hinder but not prevent Management from achieving the audited business 
objectives.  Agreed Upon Action Plans to address this issue should be executed within an agreed upon 
period. 

Low Priority – Issue represents a low degree of exposure to the organization or process being reviewed.  
Agreed Upon Action Plans to address this issue will be executed at the discretion of the process 
owner(s), e.g., during future process re-engineering efforts.    

Note – A summary of the report may be included in the Executive Overview distributed to 
Management and may be reported to the Audit Committee of the Board of Directors. 
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Appendix B 
Executive Overview Notes 

Note 1
The tariff sheets comprising proposed revisions of ComEd’s GTC contained in ComEd’s 
petition to the ICC in response to the Appellate Opinion included ILL. C. C. No. 10, 2nd

Revised Sheet No. 203, Original Sheet No. 203.1, and 2nd Revised Sheet No. 204.

Note 2
The capital investment associated with ComEd’s AMI Pilot was included in rate base in 
ComEd’s current rate case filing (i.e., Docket No. 10-0467) in accordance with Rider 
AMP.  However, because a rate case can provide no means to recover the return of and 
on these investments prior to the new rates becoming effective, the revisions of 
ComEd’s GTC did not immediately suspend the collection of the carrying costs of 
ComEd’s invested assets under Rider AMP. Those costs will be collected subject to 
any refunds allowed by law until new base rates go into effect (when they end under 
Rider AMP’s own terms) or until the ICC addresses Rider AMP on remand.
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1 2010 Program Costs $9,206,058
2 2010 Customer Applications Costs $9,240,315
3 Total Costs $18,446,373

4 2010 Program Revenues $6,733,101
5 2010 Customer Applications Revenues $8,145,139
6 Total Revenues $14,878,240

8 Annual Program Reconciliation (APR) (line 1 - line 4) $2,472,957
9 Annual Customer Applications Reconciliation $1,095,177
10 Under/(Over) Recovery $3,568,133

(1) See WP 1 and WP 2 of ComEd Ex. 2.1 for calculation details

2010 Rider AMP Reconciliation
Summary of Rider AMP 2010 Operations (1)
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