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Q. What are your names? 1 

A. Our names are Robert “Bill” Donohue and Ron Williams.  We are founders of the 2 

Power Delivery Research & Consulting Corp. (PDR&C). 3 

Q. Have you previously submitted testimony in this docket? 4 

A. Yes, we submitted rebuttal panel testimony, marked as Exhibit 24.0.   5 

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

A. The purpose of our surrebuttal testimony is to respond to certain parts of the rebuttal 7 

testimony of Mr. David J. Effron of April 8, 2008 (AG-CUB Exhibit 5.0).  8 

Specifically, we will respond to his proposed modification to ComEd’s 2008 pro 9 

forma of capital additions described beginning on page 3 lines 7 through page 4 line 10 

10.  In that section of his testimony, Mr. Effron proposes certain downward 11 

modifications to the ComEd pro forma capital additions.   12 

Q. On what information does Mr. Effron rely to support his modification? 13 

A. Mr. Effron notes that because the amount of plant additions recorded during January 14 

and February 2008 was $114.1 million, then the amount of plant additions required 15 

during March through September 2008 needs to be approximately $598.0 million to 16 

achieve an expenditure of $712.1 million for the first three quarters of 2008.  He 17 

calculates the January and February monthly average to be $57.0 million and the 18 

required monthly average during March through September to be $85.4 million.  19 

Then, he compares those averages to his calculated monthly average for plant 20 

additions during 2007 of $64.0 million.   21 
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Mr. Effron appears to reason that (1) the monthly average required during the 22 

period March through September 2008 is too high based on past performance, (2) the 23 

monthly average during January and February 2008 is too low based on past 24 

performance, and (3) the monthly average for 2007 is a reasonable predictor of plant 25 

additions for the period March through September 2008. 26 

He suggests that by simply applying the 2007 monthly average to the seven 27 

month period of March through September 2008, and by adding that result to the 28 

amount of actual plant additions that occurred during the first two months of 2008, 29 

one can reasonably conclude that the ComEd pro forma capital additions should be 30 

modified downward by approximately $150.1 million.  Mr. Effron infers that the 31 

reader can rely on those averages without actually having any knowledge of the 32 

details of work plans or projects that underpin the ComEd pro forma of capital 33 

additions.   34 

Q. Does Mr. Effron’s proposal have merit? 35 

A. No.  We disagree with his proposal for the following five reasons:    36 

First:  ComEd’s work planning process is robust and results in a thorough, 37 

detailed work plan which predicts, within a reasonable degree of certainty, the work 38 

that ComEd is expected to complete in 2008.  Mr. Effron’s proposal, based on 39 

averages, ignores the ComEd work plan, which is highly material to future 40 

expenditures and plant additions. 41 
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Second:  Simple comparisons of averages may have a place in predicting the 42 

rate of plant additions for certain types of routine plant additions such as corrective 43 

maintenance activities.  However, averages should be used with other information 44 

that may indicate knowable deviations from past patterns.  Mr. Effron did no such 45 

thing. 46 

Third:  Simple comparisons of averages have no place in predicting the rate 47 

of non-routine types of plant additions such as large summer critical projects which 48 

may vary significantly on a year over year basis.  49 

Fourth:  Mr. Effron proposes to use the monthly average method for the 50 

period March through September while using the actual amounts recorded for 51 

January and February.  This too is inappropriate.  For those types of routine plant 52 

additions where averages may have a place in predicting future additions, the 53 

averages are only useful because they factor out monthly variations.   Mr. Effron 54 

fails to account for knowable variances that occurred during January and February of 55 

2008 that resulted in low plant additions during those months and he fails to account 56 

for any recovery plans that ComEd may implement that may result in high plant 57 

additions during future months.  58 

Fifth:  To the extent that average past performance may have some limited 59 

application to predicting future performance, Mr. Effron is relying on the wrong 60 

average.  If his issue is one of confidence in ComEd’s ability to manage to its pro 61 

forma of capital additions, as his issue appears to be, then a relevant average would 62 

be the average deviation between ComEd’s past expenditure plans and actual 63 
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expenditures.  In our previous testimony we described our analysis of that deviation.  64 

In that analysis, we developed three spending scenarios to compare with the 2008 65 

pro forma of capital additions.  Each of those scenarios represented what might be 66 

spent during 2008 Q1-Q3 if ComEd’s actual capital expenditures deviate from the 67 

planned expenditures by the same percentages as actual expenditures deviated from 68 

the planned expenditures for Q1-Q3 in 2005, 2006, and 2007.  We found that the 69 

average deviation of those three scenarios was 4.78% and represents a close 70 

alignment between the plant additions ComEd plans to complete and the additions 71 

ComEd may be expected complete. 72 

In summary, Mr. Effron’s proposed modification of the ComEd pro forma of 73 

capital additions is inappropriate for five reasons.  First, it fails to consider ComEd’s 74 

work plans, recovery plans and the associated plant additions.  Second, it fails to 75 

account for knowable deviations of routine type plant additions.  Third, it fails to 76 

account for knowable current active projects.  Fourth, it fails to account for 77 

knowable variances and recovery plans.  Fifth, it fails to consider ComEd’s close 78 

alignment between past plans to complete additions to plant and the actual additions 79 

made to plant.  For those reasons, Mr. Effron’s method is therefore incomplete and 80 

not a reasonable justification on which to base his proposed $150.1 million 81 

modification to the ComEd pro forma of capital additions. 82 

Q. What is your view regarding the reasonableness of the ComEd pro forma of capital 83 

additions? 84 
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A. Since a pro forma of capital additions is an estimate of future investment, assessing 85 

the “reasonable certainty” of ComEd’s pro forma of capital additions requires 86 

knowledge of how well they plan for future work and manage to implement 87 

according to the plan.  To make the assessment that we reported in our previous 88 

testimony, we established specific criteria against which to evaluate ComEd’s 89 

planning and management.  From the findings and conclusions against those criteria, 90 

we made our aggregate conclusion that indeed the pro forma of capital additions was 91 

accurate with reasonable certainty.  92 

Q. Does this conclude your surrebuttal testimony? 93 

A. Yes. 94 


