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Q. Please state your name and business address. 1 

A. My name is George A. Williams.  My business address is Commonwealth Edison 2 

Company (“ComEd”), 2 Lincoln Centre, 10th Floor, Oakbrook Terrace, Illinois 60181. 3 

Q. Have you previously submitted direct and rebuttal testimony on behalf of ComEd? 4 

A. Yes, I have. 5 

Q. What is the purpose of your surrebuttal testimony? 6 

A. There are three.  First, I refute Mr. Lazare’s continued call for significant arbitrary and 7 

unsupported rate base disallowances.   Second, I respond to concerns expressed in 8 

rebuttal testimony about ComEd’s proposed Rider SEA.  Third, I will comment on 9 

Mr. Ostrander’s proposal with regard to the materials and supplies inventory level. 10 

Mr. Lazare’s Arbitrary Rate Base Disallowances 11 

Q. How does Mr. Lazare justify his proposal to disallow more than $100 million in assets 12 

from ComEd’s rate base?  13 

A. He doesn’t justify it in any sense.  Mr. Lazare claims there are “inconsistencies” in the 14 

descriptions of ComEd’s business (e.g., in how we count the number of substations we 15 

operate).  According to Mr. Lazare, this creates “regulatory concerns,” and the 16 

Commission should therefore simply disallow over $100 million of rate base.  He offers 17 

absolutely no evidence that any plant whatsoever is not used and useful or was acquired 18 

imprudently or at an unreasonable price.  Instead, he arrives at this disallowance by 19 

simply assuming that any plant about which he asserts that there is, for example, a 20 

naming dispute either does not exist or should simply be wiped out of rate base entirely. 21 

Q. Is Mr. Lazare’s approach valid? 22 
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A. Mr. Lazare’s approach is completely invalid.  The claims he makes about these assets are 23 

entirely irrelevant to ComEd’s rate base.  ComEd does not prove the value of its rate base 24 

by counting the number of substations it has, and whether a substation containing both 25 

345 – 138 kV terminals and 138 – 12.5 kV terminals is counted as one substation or two 26 

matters not one penny to ComEd’s rate base.  Nor does ComEd have in rate base non-27 

existent assets at “phantom substations.”  In fact, ComEd’s plant records account for all 28 

of the particular assets that are used and useful in providing customers with electric 29 

service, and their cost.  Mr. Lazare’s argument that one can come up with different 30 

numbers of “substations” depending on how one defines that word is completely 31 

irrelevant. 32 

Q. Mr. Lazare says that because ComEd cannot provide the hours of capitalized labor in 33 

particular types of assets in rate base that this, too, should result in rate base 34 

disallowances.  Is Mr. Lazare correct? 35 

A. No.  Mr. Lazare asked ComEd in discovery for some particular statistics, such as hours of 36 

capitalized labor for specific types of assets, that ComEd does not maintain in that way.1  37 

ComEd’s plant data is not now, and never has been, required to segregate the contribution 38 

of capitalize labor to rate base in that way.  The fact that ComEd does not do so has 39 

nothing whatsoever to do with whether the plant in our rate base is used and useful in 40 

serving our customers, or whether it was acquired prudently and at reasonable cost.  41 

Simply because Mr. Lazare can pose a request for data in a way that ComEd does not 42 

maintain in the ordinary course of its business does not mean that costs were not incurred 43 

                                                 
1   Underlying timesheets, etc., may exist in individual project records, but the contribution of 

capitalized labor to aggregate rate base or to specific types of assets are not separately tracked. 
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in installing assets that are serving customers, as Mr. Lazare suggests.  Mr. Lazare has 44 

not even asserted, much less pointed to any facts to support, that ComEd has overstated 45 

or misused capitalized labor.  These rate base assets are used and useful and were 46 

acquired prudently and at reasonable cost.   47 

Q. Mr. Lazarre also continues to question the costs for underground cable replacement and 48 

services.  Does he provide any additional reason why those proposed disallowances, 49 

which you responded to in your rebuttal testimony, are appropriate? 50 

A. No.  In my rebuttal, as Mr. Lazare asked, I provided data on average costs for cable both 51 

in ducts and direct buried.  While Mr. Lazare lumps all underground cable projects 52 

together, cable installed in a duct requires more time, effort and materials than a direct 53 

buried cable and thus, it makes sense to analyze these separately.  This is a more accurate 54 

comparison of the costs that ComEd actually incurs.  The data show modest unit cost 55 

increases over the periods that Mr. Lazare points to.   56 

In his rebuttal, Mr. Lazare says our numbers bear no apparent relation to overall 57 

plant additions.  His comment is beside the point.  ComEd never said that looking at 58 

overall plant addition data was a reasonable or valid way to evaluate these costs -- and it 59 

is not.  Mr. Lazare’s over-simplified approach of looking only at “average” overall plant 60 

addition costs creates a misperception of our true costs and the causes of the changes in 61 

those costs.   In fact, the types of work done and demand for the work is not uniform 62 

enough for an overall average to provide anything particularly illuminating.   63 

Moreover, ComEd does not manage these costs by back calculating an overall 64 

average unit cost over the past five years and comparing that to the average unit cost for 65 

the next two years to determine if there is a cost issue.  Rather, ComEd closely monitors 66 
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these costs as they are incurred in relation to the type of work actually being done.  We 67 

also have financial and operational processes and procedures in place both to manage this 68 

installation work and the acquisition of materials to ensure that we do not overpay.   69 

But, setting that issue aside, the fact is that even the more true unit cost increase is 70 

modest.  Mr. Lazare continues to present no evidence that ComEd paid too much, could 71 

have paid less, purchased too much, or wasted any cable.  His arguments concerning 72 

services are much the same and should similarly be rejected.     73 

Q. Mr. Lazare also questions how many miles of overhead conductor ComEd has installed 74 

since 2004.  Are there, as he says, “discrepancies” between your testimony and ComEd’s 75 

answers to discovery? 76 

A. No.  I explained this in my rebuttal testimony at page 16, line 328, though page 17, line 77 

340.  Mr. Lazare is comparing two numbers, 3,246 and 370.  As I said in my direct 78 

testimony, 3,246 miles is the amount of overhead conductor we purchased since 2004.  79 

That includes conductor used for both primary and non-primary circuits.  It also includes 80 

conductor used to replace older conductor, which does not add net miles to the system.  81 

The figure 370 miles, which was given in response to a specific data request sent to 82 

ComEd by Mr. Lazare, is the net increase in ComEd’s primary conductor.  It only 83 

represents the net increase, not the total installed, and it only includes primary conductor, 84 

which is a subset of the total conductor.  The figures are not, as he terms them, 85 

“discrepancies.”  Contrary to Mr. Lazare’s statement, this distinction is not “confusing” 86 

and the fact that these two statistics are different – given the definitions, they must be 87 

different -- does not “make it difficult to assess the Company’s plant additions from a 88 

regulatory standpoint.”   89 
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Q. In sum, what would be the implications if Mr. Lazare’s adjustments were accepted? 90 

A. The assets at issue here are ones that, as an operator, I can confirm are actually used 91 

today to serve our customers and are necessary to do so.  It was prudent and necessary to 92 

acquire them for that purpose.   To arbitrarily exclude them from rate base as Mr. Lazare 93 

suggests would forever  deny ComEd the ability to recover its costs of providing service 94 

with those assets.  I am also aware of Mr. McDonald’s testimony (ComEd Ex. 41.0 4:14) 95 

that Mr. Lazare’s adjustment would result in a drastic $100 million plus write-off and 96 

significant financial consequences for ComEd.  This would further compromise our 97 

ability to make future investments. 98 

Q. What action should the Commission take? 99 

A. Mr. Lazare’s proposed disallowances should all be rejected.  ComEd has proven our rate 100 

base is used and useful, providing service to customers, and was acquired prudently and 101 

is reflected.  Mr. Lazare does not show that even one such asset was acquired 102 

imprudently or unreasonably, is not used or useful, or is a “phantom.”   103 

Rider SEA 104 

Q. What is Mr. Linkenback’s criticism of Rider SEA? 105 

A. Mr. Linkenback is concerned that Rider SEA will significantly decrease ComEd’s 106 

incentive to maintain a reliable system.  He worries that, because ComEd will get more 107 

accurate and timely recovery of its expenses of recovering from major storms, that 108 

ComEd will reduce its preventative maintenance budgets apparently because it will feel 109 

less need to avoid major storm damage. 110 

Q. Is Mr. Linkenback’s concern a valid one? 111 
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A. No.  ComEd strives to avoid major storm damage, and not just because we cannot 112 

recover the costs immediately.  Storm damage hurts our key performance indicators, it 113 

takes resources away from other work, it hurts our customers, it raises regulatory and 114 

potentially legal issues, and it hurts us financially in ways that go well beyond short-term 115 

expense recovery.  Our commitment to reliability and storm damage avoidance is 116 

grounded in many important goals. They are central to our mission as a company, and we 117 

will not let them slide just because we can recover storm expenses more quickly.  I can 118 

therefore assure the Commission that the financial incentives in Rider SEA will have no 119 

effect on ComEd’s overall commitment to reliability.   120 

Q. What do you mean by “key performance indicators?” 121 

A. They are factors that ComEd uses to assess how well we are serving our customers.   For 122 

example, reliability statistics, including both CAIDI and SAIFI, are key performance 123 

indicators.  A de-emphasis of preventive maintenance, or a failure to complete required 124 

preventative maintenance, would degrade our performance on these key indicators, 125 

including SAIFI and CAIDI.2  Whatever minimal incentive is built into Rider SEA is 126 

insignificant next to a key performance indicator. 127 

Q. Are there any other reasons why you know Mr. Linkenback’s concern to be unfounded? 128 

A. Yes.  Mr. Linkenback’s argument presumes that ComEd would let the storm-129 

preparedness of its facilities slide system-wide in the hopes of collecting additional 130 

dollars in storm damage expense when a heavy storm hits.  While I have shown that 131 

                                                 
2 As McDonald testifies (ComEd Ex. 9.0, page 22-26), such performance metrics are also built in 

to ComEd’s incentive compensation programs.  Thus, all ComEd employees, including management, have 
a keen interest in ensuring that our reliability commitment and performance is not compromised.   
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ComEd will not slack off its commitment to storm preparedness for many other reasons, 132 

even if ComEd cared only about cost, slacking off would be counter-productive.  The 133 

general deterioration of the system that this argument presumes would increase ComEd’s 134 

total costs.  Moreover, to be blunt, the regulatory costs and risks of failing to maintain our 135 

system far outweigh any incremental collections ComEd could receive under the Rider if 136 

its system were allowed to deteriorate.   137 

Q. Mr. Linkenback, in particular, is concerned about vegetation management and states that 138 

Staff has very limited oversight of ComEd’s vegetation management operations.  He 139 

implies that ComEd could reduce these activities without Staff knowing about it.  Is that 140 

correct? 141 

A. No.  Staff actively oversees and monitors vegetation management practices of Illinois 142 

electric utilities, including ComEd.  ComEd provides Staff with detailed information 143 

about its vegetation management program in response to annual data requests from Staff 144 

typically to be used in developing Staff’s assessment of ComEd’s Annual Reliability 145 

Report.  In response to a Commission-ordered Liberty Consulting audit report, ComEd 146 

has for the last several years had independent auditors performing quality control checks 147 

of vegetation management activities.   148 

ComEd, moreover, would not -- and could not -- secretly reduce its vegetation 149 

management activities.  ComEd notifies Staff of any feeders that fall out of compliance 150 

with ComEd’s 48-month trim cycle.  Staff also physically inspects our vegetation 151 

management, driving around our service territory performing its own random field 152 

inspections of ComEd’s tree trimming, and following up on any deficiencies they find.  153 
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So, while Mr. Linkenback may be correct that Staff cannot visit every tree, their random 154 

inspections verify that ComEd is trimming when and in the manner that it says it is. 155 

Q. Do other regulators also oversee ComEd’s vegetation management programs? 156 

A. Yes.  The Federal Energy Regulatory Commission (“FERC”) also checks on ComEd’s 157 

performance in this area.  For example, in Order EL04-52-000, FERC ordered ComEd 158 

(and other utilities) to submit reports on vegetation management practices. 159 

Q. Mr. Linkenback suggests using a National Weather Service definition or metric to 160 

determine whether a storm caused customer outages.  Is this a good idea? 161 

A. Not for this purpose.  As set forth in the rider, a “storm” is not limited to thunderstorms, 162 

although that is what we expect to be the most common occurrence.  “Storm” for this 163 

purpose means any disturbance of the physical environment, which could include various 164 

weather phenomena, and also floods and earthquakes.  Adopting a weather service 165 

definition of a “severe storm” -- or a similar term -- will not address the range of natural 166 

events that Rider SEA is designed to cover.  Thus, whatever its merits for other purposes, 167 

defining a storm in this way does not work for Rider SEA.   168 

Q. Finally, Mr. Linkenback suggests that if ComEd’s SAIFI and CAIDI statistics suffer a 169 

downturn, Rider SEA should be terminated.  Should this recommendation be accepted? 170 

A. No.  I appreciate Mr. Linkenback’s intent to set up an “early warning signal” to 171 

determine if ComEd has reduced spending on storm-readiness maintenance activities, but 172 

the SAIFI and CAIDI statistics are not appropriate for this purpose because they do not 173 

measure ComEd’s efforts to prepare for storms.  ComEd could maintain its level of storm 174 

preparations or even increase them, but in a stormy year, these indices would not reflect 175 
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that fact.  Indeed, they could easily appear to show a decline in preparedness even if 176 

ComEd stepped up its efforts.  SAIFI and CAIDI, in sum, are statistics that are affected 177 

by many factors having nothing to do with storm preparedness or ComEd’s commitment 178 

to it.  They therefore should not be used as a basis to terminate Rider SEA. 179 

Materials and Supplies Inventory 180 

Q. What has Mr. Ostrander suggested concerning materials and supplies inventory? 181 

A. Mr. Ostrander has suggested using the average of 2007 inventory levels. 182 

Q. What is your reaction to this suggestion? 183 

A. From an operations perspective, I can confirm that the average of 2007 inventory levels 184 

reflect ComEd’s recent experience, and I would expect them to reflect our approximate 185 

inventory levels going forward for the near future.  Therefore, Mr. Ostrander’s suggestion 186 

is, for the purposes of this case and under these circumstances, acceptable to ComEd. 187 

Q. Does this conclude your surrebuttal testimony? 188 

A. Yes. 189 


