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UNITED STATES OF AMERICA 
BEFORE THE 

FEDERAL ENERGY REGULATORY COMMISSION 
 

Pioneer Transmission, LLC          )       Docket No. ER09-_____000

Q. PLEASE STATE YOUR NAME AND ADDRESS. 1

A. My name is Donald J. Clayton.  My business address is 301 Oxford Valley Drive, 2

Suite 1604, Yardley, Pennsylvania 19067-7706. 3

Q. PLEASE IDENTIFY YOUR EMPLOYER. 4

A. I am employed by the firm of Tangibl, LLC. 5

Q. HOW LONG HAVE YOU BEEN ASSOCIATED WITH TANGIBL, LLC? 6

A. I have been associated with Tangibl, LLC since April 2007. 7

Q. WHAT IS YOUR POSITION WITH THE FIRM? 8

A. I am Vice President, Management Consulting. 9

Q. WHAT IS YOUR EDUCATIONAL BACKGROUND? 10 

A. I have Bachelor of Science and Masters of Business Administration degrees from 11 

Rensselaer Polytechnic Institute. 12 

Q. PLEASE DESCRIBE YOUR WORK EXPERIENCE. 13 

A. Throughout my career I have completed a wide range of assignments including 14 

depreciation studies for electric, gas, water, wastewater, thermal and railroad 15 

companies and cost of service and rate design studies for gas and water utilities.  My 16 

detailed resume is attached as Exhibit No. PNR-601. 17 

Q. DO YOU BELONG TO ANY PROFESSIONAL SOCIETIES? 18 

A. Yes.  I am a member of the Society of Depreciation Professionals. 19 
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Q. DO YOU HOLD ANY SPECIAL CERTIFICATION AS A DEPRECIATION 1

EXPERT? 2

A. Yes.  The Society of Depreciation Professionals has established national standards 3

for depreciation professionals.  The Society administers an examination to become 4

certified in this field.  I passed the certification exam in April of 2005. 5

Q. DO YOU PARTICIPATE IN THE ANNUAL TRAINING PROGRAMS 6

OFFERED BY THE SOCIETY OF DEPRECIATION PROFESSIONALS? 7

A.   Yes.  I am an instructor at the annual depreciation training sessions offered by the 8

society.  I have taught the basic life analysis course for the last three years and the 9

advanced course on preparing and defending a depreciation study in 2005.  10 

Q. DO YOU HOLD ANY OTHER PROFESSIONAL CERTIFICATIONS? 11 

A. Yes.  I am a Registered Professional Engineer in Pennsylvania and I am a Chartered 12 

Financial Analyst. 13 

Q. HAVE YOU HAD FORMAL TRAINING RELATING TO DEPRECIATION 14 

AND UTILITY ACCOUNTING? 15 

A. Yes.  I completed 5 one-week programs offered by Depreciation Programs, Inc. in the 16 

areas of actuarial and simulated life analysis, forecasting of life and net salvage, and 17 

preparing and managing depreciation studies.  I have also completed utility 18 

accounting seminars offered by Price Waterhouse and Salomon Brothers.   19 

Q. HAVE YOU PRESENTED EXPERT TESTIMONY IN RATE AND 20 

DEPRECIATION PROCEEDINGS BEFORE REGULATORY AGENCIES?  21 

A.  Yes.  I testified before the Pennsylvania Public Utility Commission on behalf of 22 
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Duquesne Light Company concerning depreciation and rate base in Docket Nos. R-1

860378 and R-870651 and stranded cost and electric industry restructuring in Docket 2

No. R-00974041.  I testified before the Regulatory Commission of Alaska on behalf 3

of the Anchorage Water and Wastewater Utility concerning contributed water and 4

wastewater plant and depreciation in Docket Nos. U-04-22 and U-04-23.  I have 5

submitted direct and rebuttal testimony to the West Virginia Public Service 6

Commission on the subjects of gas utility rate base, revenue requirements, cost of 7

service and rate design in East Resources, Inc. Case Nos. 06-0445-G-42T and 08- 8

0275-G-42T and electric company depreciation in Monongahela Power Company and 9

Potomac Edison Case No. 06-1426-E-D.  I have submitted direct testimony to the 10 

Federal Energy Regulatory Commission (FERC) related to depreciation of 11 

transmission plant on behalf of the Trans-Allegheny Interstate Line Company in 12 

Docket No. ER07-562-004 and on behalf of PATH Allegheny Transmission 13 

Company LLC and PATH West Virginia Transmission Company LLC in Docket No. 14 

ER08-386-000.  I submitted direct testimony related to depreciation to Indiana Public 15 

Service Commission on behalf of Citizens Gas and Coke Utility in Cause No. 43201 16 

and to the Corporation Commission of the State of Oklahoma in Cause No. PUD 17 

200800144.  I have appeared before the State Office of Administrative Hearings in 18 

Texas on the subjects of water utility revenue requirements, cost of service, rate 19 

design and cost of capital in Docket No. 582-08-0702 (Texas Commission on 20 

Environmental Quality Docket No. 2007-1649-UCR).   I have also appeared before 21 

the Superior Court of Monmouth County New Jersey on behalf of International 22 
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Flavors and Fragrances (IFF) concerning cost of service and rate design for 1

wastewater service.  2

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS 3

PROCEEDING? 4

A. I am supporting the initial depreciation rates for Pioneer Transmission, LLC 5

(Pioneer). 6

Q. PLEASE DEFINE DEPRECIATION. 7

A. Depreciation, as applied to depreciable electric plant, means the loss in service value 8

not restored by current maintenance, incurred in connection with the consumption or 9

prospective retirement of utility plant in the course of service from causes which are 10 

known to be in current operation and against which the company is not protected by 11 

insurance.  Among the causes to be given consideration are wear and tear, decay, 12 

action of the elements, inadequacy, obsolescence, changes in the art, changes in 13 

demand and the requirements of public authorities. 14 

 Depreciation, as used in utility accounting, is a method of distributing fixed 15 

capital costs, less net salvage, over a period of time by allocating annual amounts to 16 

expense.  Normally the period of time over which the fixed capital cost is allocated to 17 

expense is equal to the period of time over which an item renders service.   18 

Q. WHAT IS STRAIGHT LINE DEPRECIATION? 19 

A. Straight line depreciation is a method of depreciation which seeks to allocate equal 20 

portions of an asset’s service value (which is defined as cost less net salvage) to each 21 

accounting period within the asset’s service life.  For example if an asset has a 10 22 
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year service life and a 0% net salvage percentage 1/10 of the cost of the asset would 1

be assigned to each accounting year.  The straight line method may be applied to 2

individual assets or groups of assets on either a whole life or remaining life basis.    3

Q. WHAT METHOD ARE YOU RECOMMENDING FOR THE PIONEER 4

PROJECT? 5

A. I am recommending the straight line remaining life method of depreciation, with the 6

average service life group procedure. 7

Q. PLEASE DESCRIBE THE AVERAGE SERVICE LIFE GROUP 8

PROCEDURE FOR CALCULATING REMAINING LIFE ACCRUAL 9

RATES. 10 

A. The average service life group procedure is defined by the property group for which 11 

the remaining life annual accrual is determined.  Under this procedure, the annual 12 

accrual rate is determined for the entire property group based on its average 13 

remaining life and this rate is applied to the surviving balance of the property group’s 14 

original cost.  The average remaining life of the property group is calculated by first 15 

dividing the future book accruals (original cost less allocated book reserve less future 16 

net salvage) by the average remaining life for each vintage. The average remaining 17 

life for each vintage is derived from the area under the survivor curve between the 18 

attained age of the vintage and the maximum age.  Then, the sum of the future book 19 

accruals is divided by the sum of the annual accruals to determine the average 20 

remaining life of the entire property group for use in calculating the annual 21 

depreciation accrual rate. 22 



Dkt. No. ER09-___-000 
Exh. No. PNR-600 

Page 6 of 15 
 

Q.   IS THE STRAIGHT LINE REMAINING LIFE METHOD WITH THE 1

AVERAGE SERVICE LIFE PROCEDURE COMMONLY USED? 2

A. Yes.  The straight line remaining life method with the average service life procedure 3

is the most commonly used method in the electric industry.   4

Q. WHAT PARAMETERS MUST BE ESTIMATED TO CALCULATE 5

STRAIGHT LINE REMIANING LIFE AVERAGE SERVICE LIFE 6

DEPRECIATION ACCRUAL RATES? 7

A. In general average service lives, dispersion patterns (survivor curve) and net salvage 8

percentages must be estimated to calculate depreciation accrual rates using the 9

straight line remaining life method.  10 

Q. WHAT INITIAL DEPRECIATION ACCRUAL RATES ARE YOU 11 

RECOMMENDING FOR THE PIONEER PROJECT? 12 

A. The annual accrual rates that I am recommending are as follows: 13 

 Survivor   Net Salvage         Accrual 14 
 Account Curve Percentage Rate*  15 

352 Structures and Improvements     55-R3           0  1.82% 16 

 353 Station Equipment     35-R2           15  2.43% 17 

 354 Towers and Fixtures     87-R2.5       -10  1.26% 18 

 355 Poles and Fixtures     37-L2          -15  3.11% 19 

 356 Overhead Conductor and Devices   80-R2.5        10   1.13% 20 

 357 Underground Conduit     55-S2   0  1.82% 21 

 358 Underground Conductor and Devices   25-L3   0  4.00% 22 

 * Accrual Rate (%) = (100-Net salvage %) / Avg. Remaining Life 23 
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Where: For new property the Average Service life = Average Remaining Life 1
and is indicated by the numerical prefix of the survivor curve 2

Q. PLEASE PROVIDE A NUMERICAL EXAMPLE SHOWING HOW YOU 3

USED THE SURVIVOR CURVES AND NET SALVAGE PERCENTAGE 4

ESTIMATES IN THE INITIAL DEPRECIATION ACCRUAL RATE 5

CALCULATIONS FOR THE PIONEER PROJECT. 6

A. From above, the estimated survivor curve and net salvage percentage for Account 7

354, Towers and Fixtures are the 87-R2.5 Iowa-type survivor curve and negative 8

10%.  The formula for the initial accrual rate is:   9

Accrual Rate (%) = (100 –Net salvage %) / Average Remaining Life* 10 

 = (100-(-10)) / 87 11 

 = 110 / 8712 

 = 1.26%13 

*For new property:  Average Service Life = Average remaining Life and the Average 14 
Service Life in years is equal to the numerical prefix of the survivor curve estimate 15 
or, in this case, 87 years.    16 

Q. WHAT IS THE BASIS FOR THE SERVICE LIFE AND NET SALVAGE 17 

PERCENTAGES USED IN DEVELOPING THE RECOMMENDEED 18 

DEPRECIATION ACCRUAL RATES FOR THE PIONEER PROJECT? 19 

A. The depreciation rates for Pioneer are based on the service lives and net salvage 20 

percentages estimated for the transmission plant accounts in the most recent 21 

depreciation study prepared in-house by AEP for Appalachian Power Company 22 

(APCO).  The APCO depreciation study is attached hereto as Exhibit No. PNR-602.  23 
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Q. WHY IS IT APPROPRIATE TO USE THE SERVICE LIVES AND NET 1

SALVAGE PERCENTAGES FROM THE APCO STUDY FOR PIONEER 2

TRANSMISSION, LLC?  3

A. Since the Pioneer facilities have yet to be constructed, there are no historical data to 4

support an analysis of service life and net salvage characteristics specific to the 5

Pioneer project.  As such, it is necessary to base the initial service life and net salvage 6

estimates on factors other than historical data.  The results of the APCO study are 7

appropriate because the Pioneer facilities will be similar to the existing APCO 8

transmission facilities and will be operated in a manner similar to the APCO 9

facilities.      10 

Q. DID YOU PREPARE THE PORTIONS OF THE APCO DEPRECIATION 11 

STUDY YOU ARE RELYING UPON TO DEVELOP THE DEPRECIATION 12 

ACCRUAL RATES YOU ARE RECOMMENDING FOR THE PIONEER 13 

PROJECT? 14 

A. No.  The APCO depreciation study was prepared in-house by American Electric 15 

Power Company, Inc. (AEP).  16 

Q. DID YOU REVIEW THE APCO DEPRECIATION STUDY? 17 

A. Yes.  I conducted a detailed review of the APCO depreciation study in connection 18 

with my testimony in FERC Docket No. ER08-386-000 related to the PATH 19 

transmission project.  20 
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Q. DID FERC ACCEPT THE DEPRECIATION RATES YOU PROPOSED FOR 1

THE PATH TRANSMISSION PROJECT BASED ON THE APCO 2

DEPRECIATION STUDY? 3

A. Yes.  4

Q. BASED ON YOUR REVIEW OF THE IN-HOUSE STUDY PREPARED BY 5

AEP FOR APCO, DID AEP FOLLOW GENERALLY ACCEPTED 6

PRACTICES IN THE FIELD OF DEPRECIATION? 7

A. Yes.  8

Q. ARE THE METHODS AND PROCEDURES USED IN THE APCO 9

DEPRECIATION STUDY CONSISTENT WITH THE METHODS AND 10 

PROCEEDURES USED BY AEP FOR ITS OTHER OPERATING 11 

COMPANIES AND COMMONLY USED IN THE ELECTIRC INDUSTRY? 12 

A. Yes.  The methods and procedures used by AEP are consistent with the methods and 13 

procedures used for its other operating companies and are commonly used in the 14 

electric industry. 15 

Q. PLEASE DESCRIBE THE CONTENTS OF EXHIBIT NO. PNR-602. 16 

A. Exhibit No. PNR-602 is the APCO depreciation study report.  The report describes 17 

the methods and procedures used in the study and presents the results of the study 18 

including the services life and net salvage estimates1 and the resulting depreciation 19 

rates and accruals.  The transmission plant service lives and net salvage estimates by 20 

 

1 The net salvage estimates are shown as net salvage ratios and may be converted to net salvage 
percentage by adding 1.00 to the ratio and multiplying by 100. 
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account which underlie the depreciation accrual rates being recommended for the 1

Pioneer Project are shown in Schedule I of the report.  2

Q. HOW DID AEP COMPLETE THE DERPECIATION STUDY? 3

A. AEP completed the depreciation study in two phases.  In the first phase, AEP 4

estimated the service life and net salvage characteristics for each depreciable group, 5

that is, each plant account or subaccount identified as having similar life and net 6

salvage characteristics.  In the second phase, AEP calculated the composite remaining 7

lives and annual depreciation accrual rates based on the service life and net salvage 8

estimates determined in the first phase and the surviving plant balances and related 9

book depreciation as of December 31, 2005.   10 

Q. PLEASE DESCRIBE THE FIRST PHASE OF THE DEPRECIATION STUDY 11 

IN WHICH AEP ESTIMATED THE SERVICE LIFE AND NET SALVAGE 12 

CHARACTERISTICS FOR EACH DEPRECIABLE GROUP. 13 

A. The service life and net salvage study consisted of compiling available historical data 14 

from records related to the electric plant; analyzing these data to obtain historical 15 

trends of survivor characteristics where possible; obtaining supplementary 16 

information from management and operating personnel concerning practices and 17 

plans as they relate to plant operations; and interpreting the above data and the 18 

estimates used by other utilities for similar property to form judgments of average 19 

service life and net salvage characteristics.  This is the typical approach taken by 20 

utility depreciation professionals in the estimation phase of a depreciation study. 21 
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Q. WHAT METHOD OF SERVICE LIFE ANALYSIS DID AEP USE TO 1

ANALYZE THE HISTORICAL RETIREMENT DATA? 2

A. For accounts 352 and 353, AEP used the retirement rate method (sometimes referred 3

to as the annual rate method or the actuarial method) of the service life analysis, and 4

for accounts 354, 355, 356, 357, and 358, AEP used the simulated plant record 5

method of service life analysis.   6

The retirement rate method is the most appropriate and widely used method 7

by depreciation professionals when aged retirement data covering a reasonable period 8

of time are available.  The retirement rate method determines the average rates of 9

retirement actually experienced by the Company during the period of time for which 10 

the data are available.  Other methods of life analysis, such as the simulated plant 11 

record method, infer the rates of retirement based on a selected type survivor curve.   12 

 This simulated plant record method is the most appropriate and widely used 13 

method by depreciation professionals when aged retirement data are not available.  14 

The simulated plant balances method determines the average service life and type 15 

survivor curve which most closely duplicates or “simulates” the annual account or 16 

sub account plant balances during the period of time for which the data are available.  17 

Q. WOULD YOU PLEASE DESCRIBE HOW AEP USED THE RETIREMENT 18 

RATE METHOD FOR ACCOUNT 352 AND 353?  19 

A. AEP used the retirement rate method for accounts 352 and 353 to construct original 20 

life tables using the available retirement and survivor data for each account or sub-21 

account.  Under the retirement rate method, each original life table shows the amount 22 
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of property available for, or exposed to, retirement; the actual retirements that 1

occurred; the ratio of retirements to exposures; and the survivor ratio and the percent 2

surviving by age interval.  Each original life table also shows the period during which 3

property was placed in service (i.e., the “placement band”) and the period during 4

which the retirements were made (i.e., the “experience band”).  The percents 5

surviving by age interval from the original life table were then plotted to show the 6

original survivor curve for the property group.  Although each original survivor curve 7

does represent the average survivor pattern experienced by the several vintage groups 8

during the experience band, it does not necessarily completely describe the life 9

characteristics of the property group.  As such, interpretation of the original survivor 10 

curves is required to arrive at the estimated survivor characteristics.  The widely 11 

recognized and almost universally accepted Iowa-type survivor curves were used to 12 

perform these interpretations. 13 

Q. PLEASE DESCRIBE HOW AEP USED THE SIMULATED PLANT RECORD 14 

METHOD TO ANALYZE THE APCO SERVICE LIFE DATA FOR 15 

ACCOUNTS 354, 355, 356, 357 AND 358. 16 

A. AEP used simulated plant record method to identify the Iowa-type survivor curve 17 

which would most closely replicate the annual plant balances for accounts 354, 355, 18 

356, 357 and 358.  The simulated plant record method uses a computer algorithm that 19 

makes successive trials and finds the life associated with each type survivor curve 20 

that most closely matches the actual plant balances.  Fitting criteria are then 21 
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compared for each type survivor curve to aid the analyst in selecting the survivor 1

curve which best describes the historical life characteristics. 2

Q. WHAT IS AN “IOWA-TYPE SURVIVOR CURVE” AND HOW DID AEP USE 3

SUCH CURVES TO ESTIMATE THE SERVICE LIFE CHARACTERISTICS 4

FOR EACH PROPERTY GROUP? 5

A. Iowa-type curves are a widely-used group of survivor curves that contain the range of 6

survivor characteristics usually experienced by utility and other industrial property.  7

The Iowa curves were developed at the Iowa State College Engineering Experiment 8

Station through an extensive process of observing and classifying the ages at which 9

various types of property used by utilities and other industrial companies had been 10 

retired.   11 

AEP used Iowa-type curves to interpret the original life tables constructed 12 

using the retirement rate method or to simulate the plant balances for those accounts 13 

where the simulated plant record method was used.  The estimated Iowa curves were 14 

then used in the APCO study to describe the forecasted rates of retirement and the 15 

outlook for future retirements. 16 

The estimated survivor curve designations for each depreciable property 17 

group indicate the average service life, the family within the Iowa system to which 18 

the property group belongs, and the relative height of the mode.  For example, the 19 

Iowa 50-R2 indicates an average service life of fifty years; a right-modal retirement 20 

frequency curve, or R, type curve (the mode of the retirement frequency occurs after 21 
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average life for right-moded curves); and a low to medium height, 2, for the mode 1

(possible modes for R type curves range from 1 to 5). 2

Q. WOULD YOU PLEASE EXPLAIN THE CONCEPT OF “NET SALVAGE”? 3

A. For most regulated utility companies, net salvage is recognized as a component of the 4

service value of a capital asset that is charged to each accounting period through 5

depreciation expense.  The service value of an asset is defined as its original cost less 6

any net salvage.  Net salvage is the gross salvage value received for the asset upon 7

retirement less the cost to retire the asset.  When the cost to retire exceeds the gross 8

salvage value, the result is negative net salvage.  Net salvage must be included in 9

depreciation expense if the full service value of an asset is to be recognized over the 10 

period during which an asset renders service (i.e. over its service life).  Under the 11 

straight line method equal portions of an asset’s service value are charged to expense 12 

for each unit of service rendered.  Usually the total service value is divided into units 13 

of time such as years or months.   14 

For example, the full recovery of the service value of a $10,000 transmission 15 

tower with an 87 year average service life will include not only the $10,000 of 16 

original cost, but also, on average, $3,500 to remove the tower at the end of its life 17 

and $2,500 in salvage value.  In this example, the net salvage component is negative 18 

$1,000 ($3,500 - $2,500), and the net salvage percentage is negative 10% (($3,500 - 19 

$2,500)/$10,000).  The annual depreciation expense using the straight line method 20 

equals ((100% - Net Salvage %)/100 /Average Service Life) X Original Cost or (100 21 

– (-10))/100/87) X $10,000 = $126. 22 
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Q. PLEASE DESCRIBE HOW AEP ESTIMATED NET SALVAGE 1

PERCENTAGES F0R THE APCO TRANSMISSION PLANT. 2

A. For the APCO transmission plant, AEP estimated the net salvage percentages based 3

on judgment that incorporated analyses of the historical data for the period 1954 4

through 2005 and information obtained in discussions with management.  AEP also 5

considered estimates for other electric companies.  AEP studied the historical salvage 6

and cost of removal data for the transmission function and then compared individual 7

account estimates to the totals by function.     8

Q. WHAT IS THE PROPOSED EFFECTIVE DATE OF THE DEPRECIATION 9

RATES YOU ARE RECOMMENDING FOR THE PIONEER PROJECT? 10 

A.  The effective date of the proposed depreciation rates is the date the Pioneer assets are 11 

placed into service, which is anticipated to be in July of 2014. 12 

Q. DOES THIS CONCLUDE YOUR TESTIMONY? 13 

A. Yes.14 
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Mr. Clayton has over 30 years’ experience in the energy utility industry and management consulting 
profession.  His experience includes financial and treasury management, including his role as Vice President 
and Treasurer at DQE, at that time the parent company of Duquesne Light Company.  Mr. Clayton also has 
extensive experience in new venture creation, as President of the AquaSource venture at DQE and President 
and Chief Operating Officer of Conjunction LLC in New York State.  In his management consulting roles, Mr. 
Clayton’s technical specialties include public utility valuation, depreciation, plant, rate base, cost of service and 
rate design as well as economic analysis and financial modeling. 
 
Mr. Clayton holds a Bachelors of Science in Civil Engineering and a Master of Business Administration from 
Rensselaer Polytechnic Institute.  He is a registered Professional Engineer in the Commonwealth of 
Pennsylvania, a Chartered Financial Analyst, and a Certified Depreciation Professional. 
 

Professional Experience 
 
2007 – PRESENT ................................................................................................................... TANGIBL, LLC 

VICE PRESIDENT – MANAGEMENT CONSULTING 
 
As Vice President of Management Consulting at Tangibl, LLC, Mr. Clayton is responsible for a wide range of 
assignments including depreciation studies for electric, gas, water, wastewater, thermal and railroad 
companies and cost of service and rate design studies for gas and water utilities. 
 
Current and recent assignments include: 
 
• Allegheny Energy, Inc., Greensburg, Pennsylvania – Depreciation Studies of Black Oak SVC.  The study 

involved establishing initial depreciation rates for this new facility near Cumberland, Maryland. The study 
was prepared to support the cost of service for FERC ratemaking purposes.  

 
• National Passenger Railroad Corporation (Amtrak) - Philadelphia, Pennsylvania – Update depreciation 

study through September 30, 2007.  The study involved updating depreciation calculations for all of 
Amtrak’s road and equipment property. 

• Ni America, Houston Texas – Prepare rate and related filings for several small water and wastewater 
companies in Texas, Florida and Mississippi. 

• East Resources, Inc., Pittsburgh, Pennsylvania – The assignment was to prepare a complete base rate 
case filing for a test year ended June 30, 2007.  The case was filed on February 29, 2008. 

2005 – 2007 .........................................................................................................GANNETT FLEMING, INC. 
DIRECTOR, REGULATORY ECONOMICS 

Representative assignments included: 
 
• Allegheny Energy, Inc., Greensburg, Pennsylvania – Depreciation Studies of Regulated Electric 

Companies in West Virginia and Unregulated Generation Plant.  The studies included development of 
annual depreciation rates for regulated electric plant in service in West Virginia and the unregulated 
generating plant throughout the system.  Elements of the study included a field inspection of power plants, 
major substations, operations centers and office buildings; discussions with management regarding 
outlook; statistical analyses of service life and net salvage, and calculation of annual and accrued 
depreciation using several alternative bases and procedures.  The depreciation study for the regulated 
West Virginia Utilities was filed with the West Virginia Public Service Commission in September 2006.  
The case was concluded in May of 2007. 

 
• Citizens Gas and Coke Utility, Indianapolis, Indiana – Depreciation Studies of Gas and Thermal Plant. 
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• The studies involved development of annual depreciation rates for gas and thermal plant.  Field 
inspections of the facilities were performed, discussions with management regarding outlook were held, 
statistical analyses of service life and salvage data were conducted and annual and accrued depreciation 
were calculated.  The case was settled in August of 2007.East Kentucky Power Cooperative, Winchester, 
Kentucky – Depreciation Studies of Electric Plant.  The study involved development of annual depreciation 
rates for the company’s electric plant including generation, transmission and general plant.  The study 
included a field inspection of power plants, major substations, operations centers and office buildings; 
discussions with management regarding outlook; statistical analyses of service life and net salvage, and 
calculation of annual and accrued depreciation.  The depreciation study filed with the Kentucky Public 
Service Commission in May of 2006 and the Rural Utilities Service in June of 2006. 

 
• Anchorage Water and Wastewater Utility (AWWU), Anchorage, Alaska – Testimony on Contributed Plant 

and Depreciation Studies for Water and Wastewater Plant.  The first assignment included rebuttal 
testimony on behalf of the company related to its accounting treatment of contributed plant.  The 
depreciation studies included field inspections of the treatment plants, major pumping stations, and 
offices; discussions with management regarding outlook; data assembly; statistical analysis of service life 
and net salvage; and calculation of annual and accrued depreciation related to pant in service as of 
December 31, 2005. 

 

• Kansas City Southern Railroad (KCS), Kansas City, Missouri – Capitalization Policy and Depreciation 
Studies for Kansas City Southern, Kansas City Southern de Mexico, and  Texas Mexican Railway.  The 
first assignment involved development of a revised capitalization policy.  The Company’s existing 
capitalization policy and retirement units catalogue were compared with those of other class I and 
passenger railroad companies and revisions were suggested and subsequently adopted by the company. 
The depreciation studies involved discussions with management regarding outlook, statistical aging of the 
subsidiary company property, service life and net salvage analysis and calculating of annual and accrued 
depreciation.  The study was filed with the Surface Transportation Board in March of 2007. 

 
• East Resources, Inc., Pittsburgh, Pennsylvania – Base Rate Case Filing.  The assignment involved 

preparation of a complete base rate case filing for the Company’s West Virginia gas utility division.  
Exhibits were prepared in conformance with the West Virginia Commission’s filing requirements under 
Rule 42.  Direct testimony was prepared and responses to numerous data requests were completed.  The 
case was filed in April 2006 and was settled in September 2006. 

 
2002 – 2005 ................................................................................................................. CONJUNCTION, LLC 

PRESIDENT AND CHIEF OPERATING OFFICER 
 
Conjunction LLC was formed to develop a high voltage direct current transmission line from upstate New York 
to New York City. 
 
• Responsible for day-to-day activities of the firm, raising equity capital to fund the project and negotiation of 

numerous contracts and agreements between the Company and its consultants, lawyers, land owners and 
investors. 

• Responsible for preparation of the Company’s transmission siting filing under Article VII before the New 
York Public Service Commission and the FERC filing for merchant transmission line status. 

 
2000 – 2002 .................................................................................... ENERGY LEADER CONSULTING, LLC 

PARTNER 
 
Energy Leader Consulting provided strategic consulting to energy companies concerning opportunities related 
to electric generating stations. 
 
• Performed acquisition analysis for generating stations, identification of power plant development 
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opportunities throughout the U.S. market and diagnostic studies for electric generators. 
• Led multi-million dollar study for Amtrak to determine the feasibility of using their railroad rights-of-way for 

electric transmission. 
 

1985 – 2000 ............................................................................................................................................ DQE 
VICE PRESIDENT AND TREASURER 

PRESIDENT – AQUASOURCE 
MANAGER – VALUATION AND PROPERTY RECORDS DEPARTMENT 

 
• Mr. Clayton developed and directed the AquaSource subsidiary where he managed all aspects of a 

rapidly-growing business, including development of the initial business plan, integration of acquisition 
targets, recruitment of executive staff, and political and regulatory relations.  He also headed the rate case 
filed in Texas for a statewide tariff related to the small water and wastewater companies acquired by 
AquaSource. 

 
• As Vice President and Treasurer, Mr. Clayton was responsible for corporate finance, financial planning, 

corporate budgeting, cash management and investor and shareholder relations during a period of 
unprecedented organizational and marketplace changes.  While he was Vice President and Treasurer, he 
was the stranded cost witness for Duquesne Light Company in their restructuring proceeding before the 
Pennsylvania Public Utility Commission. 

 
• Mr. Clayton’s first position with DQE was as Manager of the Valuation and Property Records (Fixed 

Assets) department, where he was responsible for the Company's $5+ billion of fixed assets and the 
construction cost accounting system, at a time when two nuclear electrical generation plants were being 
built and added to rate base.  While in this position, he was the company's rate base and depreciation 
witness in its two largest rate cases. 

 
1980 – 1985 .............................................................................................................. PRICE WATERHOUSE 

MANAGER, PUBLIC UTILITY INDUSTRY SPECIALTY GROUP 
 
• Performed numerous cost-of-service, rate design, depreciation and other valuation and rate related 

assignments for electric, gas, water and sewer clients in the public and private sectors. 
• Developed a PC-based cost of service program and completed a program for evaluating street lighting. 
 
1977 – 1980 .........................................................................................................GANNETT FLEMING, INC. 
 
• Performed numerous studies in the areas of depreciation and cost of service for electric, gas, telephone, 

water, wastewater and railroad companies. 
• Presented expert testimony before the Pennsylvania Public Utility Commission, the Alaska Public Utilities 

Commission and Monmouth County Court in New Jersey. 
• Completed assignments for more than 50 companies, including electric, gas, water, and telephone and 

railroad clients. 
• Participated in the valuation related to the $2.1 Billion conveyance of the former Penn Central Railroad to 

Conrail and provided the analytics for three successful tax cases involving more than $300 million in tax 
depreciation for the Union Pacific, the Burlington Northern and the Chesapeake & Ohio Railroads. 

 
Continuing Education 

 
• All programs offered by Depreciation Programs, Inc. 
• Management training courses offered by the Edison Electric Institute. 
• Utility accounting seminars offered by Salomon Brothers. 
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Professional Societies 
 
Mr. Clayton is an active member of the Society of Depreciation Professional where he is an instructor at their 
annual depreciation training sessions.  He has taught the basic life analysis course and the advanced course 
on preparing and defending a depreciation study. 
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