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A. Witness Identification 

Q. Please state your name and business address. 

A. My name is Krista G. Bauer.  My business address is One Ameren Plaza, 1901 Chouteau 

Avenue, St. Louis, Missouri 63103. 

Q. By whom are you employed and in what capacity? 

A. I am employed by Ameren Services Company (Ameren Services or AMS) as Manager, 

Compensation & Talent Acquisition. 

Q. Please describe your employment history with Ameren Services. 

A. I joined Ameren Services on September 11, 1997 as a Personnel Analyst.  On January 1, 

1999, I was promoted to Human Resources Specialist.  One year later, I was promoted to 

Organization Development Specialist.  On April 1, 2004, I was promoted to Supervisor, 

Compensation.  A year later, I became responsible for the entire compensation function for all 

companies to which Ameren Services provides support, and, on April 1, 2007, I was promoted to 

Manager, Compensation & Performance.  On January 1, 2008, my responsibilities were 



Ameren Exhibit 7.0E 

expanded to include workforce planning and policy oversight.  And, on November 1, 2009, I was 

promoted to Manager, Compensation & Talent Acquisition. 
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Q. Please describe your duties and responsibilities as Manager, Compensation & 

Talent Acquisition. 

A. As Manager, Compensation & Talent Acquisition, I am responsible for all compensation 

(including base pay, incentive programs, executive compensation and recognition programs), 

performance management, workforce planning and recruiting activities for all companies to 

which Ameren Services provides support, including Ameren Illinois Company (AIC or Ameren 

Illinois). 

Q. Please describe your educational background and employment experience. 

A. See my Statement of Qualifications attached as an Appendix to this testimony. 

B. Purpose, Scope and Identification of Exhibits 

Q. What is the purpose of your direct testimony in this proceeding? 

A. The purpose of my direct testimony is to explain and support AIC’s forecasted level of 

test year incentive compensation expense, as well as explain AIC’s incentive compensation plan 

in the test year.  I explain why AIC’s plan is integral to its reward for performance pay practices 

and why the key performance indicators (KPIs) in the plan provide tangible ratepayer benefits.  I 

also explain how the AMS KPIs for 2012 benefit customers.   

Q. Please summarize the conclusions of your direct testimony. 

A. The incentive compensation costs for which AIC seeks recovery are prudent and 

reasonable expenditures that provide tangible benefits to customers.  For the 2012 test year, AIC 

projects to incur a total amount of incentive compensation expense of $16.9 million, including 
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$4.4 million for AMS incentive compensation costs allocable to AIC.  Of this amount, AIC is not 

seeking recovery of $0.8 million in expenses related to certain KPIs where payments are based 

on attainment of earnings per share financial goals.  The remaining AIC and AMS KPIs for 

which AIC is seeking recovery are KPIs which provide ratepayer benefits in the areas of safety, 

reliability, customer satisfaction and operational excellence.  AIC is seeking recovery of $12.2 

million related to those AIC KPIs and $3.9 million related to those AMS KPIs.  In total, AIC 

requests recovery from ratepayers of $16.1 million of the projected test year level of incentive 

compensation expense, or 95% of the total amount expected to be incurred in the test year. 
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Q. Will you be sponsoring any exhibits with your direct testimony? 

A. Yes.  I am sponsoring Ameren Exhibit 7.1, which contains the plan documents for the 

AIC Incentive Compensation Program for 2011 (the latest year for which the plan documents are 

available), and which is designated Confidential and Proprietary (C&P).  I am also sponsoring 

Ameren Exhibits 7.2 and 7.3, which respectively show the AIC and AMS KPIs, their costs and 

their ratepayer benefits for 2012. 

II. THE COMMISSION’S ORDER IN DOCKET 09-0306 – 09-0311 (CONS.) 58 
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Q. Please summarize the key findings the Commission made with respect to incentive 

compensation expense in Docket 09-0306 (cons.). 

A. In Docket 09-0306 (cons.), AIC proposed, as in the present case, to not seek recovery of 

KPIs related to financial goals such as earnings per share.  AIC did propose recovery of both 

utility KPIs and AMS KPIs.  In its Final Order in Docket 09-0306 (cons.), the Commission 

authorized recovery of incentive compensation expense related to the following utility KPIs: 

FOCUS Goal, SAIFI, CCI, CAIDI, Tech Call Return Rate, Design Completion, Designs 
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Performed, Construction Produced, Switching Incidents, OSHA Recordable Injuries, Energy 

Efficiency, Gas Leak Response Objectives, and Gas Compliance.  In so doing, the Commission 

emphasized: “The bottom line is that ratepayers must receive an overall benefit from an incentive 

compensation plan if they are to be expected to pay for (a portion of) it.  If no net benefit is 

realized by ratepayers upon the attainment of the plan goal, there is no reason for ratepayers to 

contribute funds encouraging AIC’s employees to reach that goal.”  The Commission 

acknowledged, however, the difficulty in determining the “net” benefit. 
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Q. Did the Commission request that AIC provide certain information in future rate 

cases? 

A. Yes.  The Commission made two statements.  First, the Commission suggested that AIC 

utilize a consistent set of KPIs, and, “[i]f alterations are necessary, an explanation should appear 

in AIC’s testimony in future rate cases.”  As I discuss below, the AIC KPIs in 2012 are 

substantially similar to the 2009 KPIs.  Additionally, although AMS KPIs have been modified 

since 2009 as discussed below, the AMS KPIs are expected to remain substantially the same for 

2011 and 2012.  Second, the Commission stated that “KPIs which appear to benefit ratepayers by 

reducing costs should not necessarily be allocated entirely to ratepayers for cost recovery 

purposes. AIC should consider the benefits that accrue to shareholders as well under cost 

management/cost control measures and is expected to reflect such consideration in future rate 

cases.”  AIC has considered the impact of cost control measures on ratepayers and shareholders 

as discussed below.   
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III. THE ROLE OF INCENTIVE COMPENSATION  86 
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Q. What role does the incentive compensation program play in the overall 

compensation package offered to Ameren employees? 

A. AIC views incentive compensation as a common and necessary component of the total 

compensation package for employees in the electric and gas utility industry.  Using incentive pay 

is a prevailing compensation practice, and AIC’s incentive plan is designed so that the base 

salary plus the “target” incentive compensation opportunity bring employees near the median 

total cash compensation levels for comparable utility positions.  Therefore, a portion of all 

employees’ compensation is contingent on performance. 

Q. Please explain why incentive compensation is an important element of AIC’s total 

compensation package. 

A. It is critical for AIC to offer a total compensation package that will allow it to both attract 

and retain entry-level and experienced employees.  Today, incentive compensation is an 

expected component of the total compensation package.  If AIC does not offer incentive 

compensation, it will be difficult to attract and retain employees who are likely to be offered a 

more complete total compensation package elsewhere.  AIC could simply provide total 

compensation in the form of higher base salary or wages.  However, a pure salary approach 

lessens the connection between pay and performance.  Specifically, base salaries are paid 

whether performance objectives are met or not, and sole reliance on base salary would 

significantly limit AIC’s ability to motivate and reward its employees for superior performance.  

Ultimately, a competent, stable, focused and motivated workforce is critical to providing 

excellent service to our customers.  AIC strives to maintain a total rewards package that will 

attract, retain and motivate such a workforce.  AIC thus provides a total rewards package that 
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includes both base pay and incentive pay programs, in order to attract talent and remain 

competitive with other employers.  Leveraging both base and incentive pay enables AIC to limit 

its fixed costs (base pay), yet still reward outstanding employee performance (incentive pay).  

For example, if market data suggests that an appropriate total compensation level for a position is 

$60,000, rather than deliver all of this compensation through base salary, we evaluate what an 

appropriate base-level of compensation is for the position (again, based on market data) and what 

percentage of the total compensation should be earned through performance-based incentives.  

This process ensures that employees are rewarded for performance.  When employees bring 

significant value to AIC and customers by exceeding performance goals, they are rewarded.  

Similarly, if employees do not achieve performance goals, they may receive a total compensation 

package that is less than the median of the total compensation levels paid for that position in the 

market.  Thus, AIC’s management and employees have a portion of their compensation “at risk” 

pending performance. 
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Q. From a Human Resources perspective, do you consider incentive compensation in 

isolation from total compensation? 

A. No.  Although it is my understanding that in Illinois utility rate proceedings, incentive 

compensation expense is reviewed separately from wage expense, as a Human Resources 

manager, when reviewing compensation levels, I consider total compensation, including base 

and incentives together.  

Q. What factors are used to determine whether AIC’s total compensation package is 

reasonable? 

A. The Human Resources department uses reliable, third-party market data to determine 

competitive base and incentive (short-term and long-term) compensation levels for each position, 
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thus ensuring that the Company’s total compensation costs are prudent and reasonable.  Each 

year, AIC participates in numerous (a dozen or more) salary surveys with third-party consulting 

firms such as Mercer HR Consulting, Towers Watson, and Hewitt & Associates.  AIC, along 

with many peer companies, submit data regarding the compensation package (base, incentive, 

total compensation, etc.) of incumbents in specific positions defined by the survey.  The 

consulting firms review this information carefully and follow-up to ask questions and validate 

the information.  They then analyze the data and develop detailed reports that help companies 

understand the compensation package for each of the reported positions.  Data is reported in 

aggregate and also is broken down by factors such as revenue, geographic location, and 

discipline.  The rigorous process that we engage in to obtain valid market data and to apply that 

information ensures that AIC’s total compensation costs are prudent and reasonable while being 

market competitive.  As a result of this review and analysis, AIC (and AMS) is able to confirm 

that total compensation amounts (salary plus incentives) are competitive within the market, and 

therefore are reasonable.  
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Q. Are there other jurisdictions that consider a utility’s total compensation as a whole 

when determining utility rates? 

A. Yes.  The California Public Utilities Commission (PUC) has found in recent cases that if 

total compensation (including base pay and incentives) is reasonable as compared to the market, 

the utility should recover a revenue requirement that reflects the “full market based employee 

compensation” for its employee levels.  There is then no basis to deny recovery of incentive 

compensation expense (or even to consider incentive compensation separately).  The California 

PUC also has recognized that a utility could simply provide all compensation in the form of base 
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salary, and the utility’s decision to provide some compensation in the form of incentives is 

within the business discretion of the utility and should not be “micromanaged” by the PUC. 
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Q. Is incentive compensation still prevalent given the economic environment? 

A. Yes.  During challenging economic times, most companies will adjust their compensation 

strategies to responsibly manage labor costs.  A common strategy in this situation is to manage 

merit budgets tightly to avoid significant increases in fixed costs while maintaining variable pay 

programs (such as AIC’s incentive compensation program) which provide rewards based on 

performance.  On August 13, 2009, the following statement was made in an article featured by 

PayScale (a market leader in global, online compensation data):  “…in this economy, they 

[variable pay programs] can be an even more important tool for accomplishing retention and 

recognition than ever.  With base salary budgets at their lowest point in 30 years, variable pay 

programs can be incorporated into very effective low-cost salary programs.  The added benefit of 

variable pay programs is that they can be more directly tied to corporate performance objectives 

and only paid out if goals are achieved.”  In line with this statement, I have seen very little 

decrease in incentive compensation programs within the utility industry, general industry or 

among local organizations.  For example, my department contacted Towers Watson (who 

conducts a key salary survey for the energy industry) to determine the prevalence of short-term 

incentive plans among respondents to their 2010 middle management and professional survey.  

We received feedback that 90.8% (or 118 of the 130 utility companies that participated in the 

survey) had short-term incentive compensation programs.  The twelve companies that did not 

offer incentive compensation programs were smaller organizations.  In a report published by 

Mercer (a consulting firm that also publishes salary survey data), it was stated that 92% of 

responding for-profit organizations (representing general industry) have short-term incentive 
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plans and that, since 2006, 24% of organizations have increased the number of employees 

eligible for short-term incentive programs.   
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Q. Does AIC consider incentive plans necessary in today’s environment? 

A. Absolutely.  AIC has a prudent and market-based compensation program in place, and 

has taken thoughtful and appropriate actions to manage labor costs given current economic 

conditions.  It is critical that AIC maintains a long-term perspective regarding its workforce.  

AIC will have to continue to compete for talent now and in the future, and it must maintain an 

appropriate overall compensation package.  Barring material changes to AIC’s short-term 

incentive plans, it is important to have stability on this issue.  Therefore, AIC believes it is 

reasonable and appropriate to maintain incentive compensation plans and recover incentive 

compensation expense. 

Q. You mentioned earlier that AIC’s program is needed to provide employees with 

compensation levels that are consistent with the median for the utility industry.  Does this 

mean that AIC will continue to use incentive plans? 

A. Yes.  The portion of AIC’s overall compensation package that is tied to incentives is a 

part of the total package necessary to make it competitive.  If AIC did not have the incentive 

package, its ability to compete for qualified employees would be harmed.  The fact that AIC has 

made part of its overall compensation package payable only if certain goals are met should be 

endorsed.  AIC has seen positive results from the use of incentive plans and will continue to use 

them. 
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IV. THE 2012 AMEREN ILLINOIS COMPANY INCENTIVE COMPENSATION 197 
PROGRAM 198 

199 

200 

201 
202 

203 
204 

205 
206 

207 
208 

209 
210 
211 

212 

213 

214 

215 

216 

217 

218 

219 

220 

221 

222 

223 

Q. Please explain AIC’s Program that will be in effect for 2012. 

A. AIC’s employees participate in one of five annual incentive compensation plans: 

• The Executive Incentive Plan (EIP) for officers (EIP-O), which applies to all 
officers within AIC. 

• The EIP for managers and directors (EIP-M), which applies to all members of the 
Ameren Leadership Team (ALT), with the exception of officers. 

• The Ameren Management Incentive Plan (AMIP), which applies to AIC’s 
professionals and supervisors (excluding ALT and bargaining unit employees). 

• The Ameren Incentive Plan (AIP), which applies to employees who are represented 
by a bargaining unit. 

• The Ameren Marketing, Trading & Commodities Incentive Plan (AMTC), which 
applies to five non-ALT AIC employees in roles directly related to power 
marketing, power trading or commodity markets.  

All of the plans have similar elements, but are modified for specific role and market 

implications.  All focus the target audience on goals they can most impact.  All plans have been 

designed based on market practices in a prudent and reasonable manner with the goal of 

providing rewards based on performance. 

Q. Please describe the basic structure of the Executive Incentive Plan for officers (EIP-

O) and for managers and directors (EIP-M). 

A. The EIP-O is designed to ensure that AIC’s officers are focused, as a senior leadership 

team, on the overall success of the business.  As such, the EIP-O is funded based on financial 

performance.  The funded award (base award) may be adjusted up or down based on the officer’s 

personal performance and achievement of key operational metrics such as safety, reliability, 

and/or customer satisfaction.  The EIP-M differs in that only 25% of the award is funded based 

on financial earnings metrics.  Specifically, 25% of each AIC manager or director’s incentive 
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opportunity is based on AIC’s contribution to Ameren’s overall earnings per share results.  The 

remaining 75% of the funding under the EIP-M is based on operational performance as measured 

by incentive KPIs.  Incentive KPIs generally represent goals related to important operational 

issues such as safety, reliability, customer satisfaction and operational excellence, as I discuss 

below.  Similar to the EIP-O, each plan participant may have his or her base award (which is 

determined formulaically) adjusted up or down based on demonstrated leadership and 

contributions to goal achievement.  AIC has not requested recovery of the EIP-O costs or the 

25% of the EIP-M costs that are based on financial metrics. 

224 

225 

226 

227 

228 

229 

230 

231 

232 

233 

234 

235 

236 

237 

238 

239 

240 

241 

242 

243 

244 

245 

Q. Please describe the Ameren Management Incentive Plan (AMIP). 

A. The AMIP is funded based on achievement of pre-defined incentive compensation KPIs.  

These KPIs focus plan participants on key operational metrics such as safety, reliability, cost 

control, and customer satisfaction.  To ensure line of sight, the metrics generally vary by 

function.  This helps to ensure that employees are rewarded for achieving goals that they are 

most able to influence or control.  Similar to the EIP, awards funded based on operational 

performance may be adjusted up or down to reflect individual contributions to group KPIs or 

achievement of individual performance objectives. 

Q. Please describe the Ameren Incentive Plan (AIP). 

A. The AIP is funded and paid 100% based on incentive KPI performance.  The incentive 

KPIs are designed to focus employees on important operational goals that they can influence.  

This plan applies to employees represented by a bargaining unit. 

Q. Please describe the basic structure of the Ameren Marketing, Trading & 

Commodities Incentive Plan (AMTC). 
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A. Five AIC non-ALT management gas supply employees are currently eligible to 

participate in the AMTC.  This plan has the same components as the AMIP and, in addition, 

incentivizes employees to achieve progress on additional goals related to the commodities that 

they manage (such as reduction of price volatility, hedging performance, and risk management).  

The target incentive opportunity associated with these additional measures totals $55,260 for all 

five employees.  
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Q. Do AMS employees participate in the same plans? 

A. Yes.  AMS employees participate in the same plans.  As discussed below, however, AMS 

utilizes a broader range of KPIs than AIC.  Two AMS business segments, Business & Corporate 

Services (BCS) and Energy Delivery Technical Services (EDTS), allocate time to AIC and have 

incentive compensation costs, the Illinois portion of which AIC seeks to recover.  These two 

segments maintain their own KPIs.  In addition, the AMS incentive compensation KPIs have 

historically been more diverse than the AIC KPIs because the BCS segment funds its incentive 

plan both at the segment level and through numerous functional areas (Information Technology, 

Human Resources, Finance, etc.), which each have had their own KPI “scorecards.”   

Q. Have there been any significant changes to the AIC incentive compensation plan 

since 2009? 

A. No.  The incentive compensation plan that will be in effect for AIC in 2012 has not been 

materially changed from 2009. In particular, the KPIs established in 2009 (and discussed in 

Docket 09-0306) are substantially similar to the KPIs utilized in 2010 and planned for 2011 and 

2012.  
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Q. Have there been any significant changes to the AMS incentive compensation plan 

since 2009? 
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A. The overall structure of the AMS incentive compensation plan has not been materially 

changed from 2009.  However, certain changes were made to the AMS BCS segment KPIs 

between 2009 and 2011, although the planned KPIs for 2011 and 2012 are substantially the 

same.  One change is that the funding for BCS segment KPIs has shifted from 40% BCS-60% 

functional area to a 50%-50% split, with a new emphasis on safety and external customer 

satisfaction.  Another change is driven by a movement towards long-term goals of continuous 

improvement year after year to strive towards operational excellence.  AMS is working to close 

the gaps in performance and mitigate risks to achieve greater customer satisfaction and reliability 

in services over the long term, which necessarily involves changing KPIs over time as goals 

evolve or are met.  For example, AMS added two KPI metrics (OSHA Recordables and External 

Customer Satisfaction) to send a clear message to the employees that safety and external 

customer satisfaction are key in the delivery of AMS products and services.  Most of the 

functional KPI metrics are very similar to those from 2009, with more stringent targets to 

emphasize continuous improvement.  Of those which have changed, they reflect new areas of 

gap closure to strive towards operational excellence.   

V. REQUESTED RECOVERY OF INCENTIVE COMPENSATION EXPENSE 284 
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Q. What is the test year amount of incentive compensation expense for which AIC is 

requesting recovery? 

A. $16.1 million. This consists of $12.2 million related to AIC KPIs and $3.9 million for 

AMS KPIs allocable to AIC, as discussed above.  As I also indicated above, the requested 

recovery represents 95% of AIC’s total projected incentive compensation expense in the test year 
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because AIC has voluntarily removed amounts associated with financial goals from their request.  

For the 2012 AIC and AMS KPIs for which AIC is requesting cost recovery, the amount of 

incentive compensation expense requested for each KPI is shown on Ameren Exhibits 7.2 and 

7.3. 
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Q. Why is recovery of the requested amount of incentive compensation expense 

appropriate? 

A. The requested recovery of incentive compensation expense is appropriate because the 

expense is related to KPIs that provide ratepayer benefits.  The AIC KPIs provide ratepayer 

benefits because they are related to operational goals, the achievement of which improves service 

and operational efficiency.  These operational goals fall into four categories: safety, reliability, 

customer satisfaction, and operational excellence.  AIC is requesting recovery for KPIs in each 

of these four categories.  The AIC KPIs that primarily fall in the safety category are OSHA 

Recordables, Eliminate Vehicular Backing Accidents, Meet Gas Leak Response Objectives and 

Gas Leak Response.  The AIC KPIs that primarily fall in the reliability category are 90% 

Completion of Reliability plans, Standard Designs Completed in 24 hours, percent of locates 

screened and cleared, Reliability projects designed, Switching Incidents, Gas Compliance, RTP 

Meter Installs, Meter tests completed, Fleet Preventative Maintenance, Gas Storage Forced 

Outage, Field and Shop compliance, Substation reliability and Reliability/Routine performance 

index.  The AIC KPIs primarily in the customer satisfaction category are FOCUS, SAIFI, 

CAIDI, and CCI.  The AIC KPI in the operational excellence category is Annual pole rental 

billings.   The AMS KPIs provide ratepayer benefits because they are also related to operational 

goals as set forth in Ameren Exhibit 7.3. 
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Q. For 2012 AIC KPIs for which AIC is requesting cost recovery, please explain how 

each KPI provides tangible ratepayer benefits. 
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A. The attached Ameren Exhibit 7.2 provides a detailed summary of the ratepayer benefits 

of each of the 2012 AIC KPIs.  For example, the OSHA Recordable KPI encourages working 

safely to protect our employees and customers.  Avoiding injury or illnesses avoids costs 

including legal expense, workers compensation costs, injuries and damages expense, and worker 

training and retraining.  As also discussed by Mr. Ronald Pate, there has been continued 

improvement in the ratio of OSHA reportable incidents per 100 employees.  In 2007 the ratio 

was 5.52 events per 100 employees.  AIC reduced this ratio to 3.87 in 2008, 3.05 in 2009, and 

1.68 in 2010.  As a result of fewer such incidents, AIC incurs approximately $6,000,000 less in 

costs related to OSHA incidents as compared to 2007, which I consider to be a demonstrable 

ratepayer benefit. The Gas Leak Response Objective (for which the Commission approved 

recovery in Docket 09-0306 (cons.)) is another example.  It benefits ratepayers because timely 

responses minimize the risks to customers, premises, and the gas supply system.  With this KPI, 

moreover, AIC has gone beyond the accepted criterion and established this KPI with not just 

one, but two criteria: responding within one hour (which is the generally accepted measure) and 

also responding to each leak in an average of less than 25 minutes.  In 2007, Ameren Illinois 

responded to over 34,000 gas leaks within one hour 99.8% of the time, and the average response 

time was 23.4 minutes.  In 2008, AIC responded to 34,585 gas leaks within one hour 99.8% of 

the time, with 22.6 minutes as an average response time.  In 2009, AIC responded to 33,214 gas 

leaks within one hour 99.9% of the time, with 22.7 minutes as an average response time. AIC’s 

customers directly benefit from tracking this level of service by receiving an on-site response to 

a customer reported gas leak in what we understand to be the quickest average response of any 
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gas utility in the state of Illinois.  Yet another example is the “Percentage of locates screened and 

cleared” KPI. This KPI measures the percentage of JULIE locate requests screened and cleared 

by the Screening Group that do not require an actual field visit to perform the gas or electric 

facility locate.  To clear the request, the screener has verified AIC facilities are not in the dig 

area.  The excavator is notified with a clear response.  Screening and clearing locate requests is 

significantly less costly than field visits, so the KPI provides incentive to the Screening Group to 

continue to screen and clear requests and to avoid having to perform the more expensive field 

visits.  The benefit of the screening program is clear: use of the screening process in 2010 

avoided over $1.6 million in field visit costs.   
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Q. For 2012 AMS KPIs for which AIC is requesting cost recovery, please explain how 

each KPI provides tangible ratepayer benefits. 

A. The attached Ameren Exhibit 7.3 provides a detailed summary of the ratepayer benefits 

of each of the 2012 AMS KPIs.  For example, AMS also has safety (OSHA Recordables) KPI 

goals which benefit ratepayers much as the similar goals for AIC do.  AMS also has KPI goals 

such as the Supply Chain Operations improvement initiatives, which encourages enhancement to 

the efficiency and cost-effectiveness of AMS supply chain operations.  This in turn benefits 

customers by ensuring that goods and services are obtained on a cost-effective basis. 

Q. Do the AIC and AMS KPIs include cost containment or cost management KPIs? 

A. Yes, certain AMS KPIs are related to cost management.  For example, the BCS cost per 

customer goal in Ameren Exhibit 7.3 is based on achievements of cost metrics.  Also, the EDTS 

segment utilizes O&M Budget Compliance and Capital Budget Compliance KPIs.  Thus, as the 

Commission directed, AIC has considered the benefits that accrue to shareholders as well as 

ratepayers for cost containment KPIs.   
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Q. What did AIC determine regarding cost containment KPIs? 358 
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A. The establishment and focus on cost targets provides benefits to ratepayers by setting a 

goal for managing overall expenditures for projects and services within a defined period of time.  

Cost management/cost containment is beneficial to customers because it assures dollar resources 

are spent on priority initiatives and within the desired timeframe.  This helps ensure that 

customers receive quality service in the most cost-effective manner.  Thus, it remains AIC’s 

position that ratepayers, not shareholders, are the primary beneficiaries of these type of cost 

containment measures.  This is particularly true where, as here, a future test year is utilized 

because the benefits of cost containment measures are reflected in the 2012 forecast, based on 

which rates are set.  In fact, to the extent KPIs do contain cost related metrics, they form an 

important part of the utility’s cost containment efforts, as discussed by AIC witness Mr. Nelson.  

Q. Please explain further why AIC has concluded that the benefits of any cost 

containment measures go to ratepayers.   

A. First, ratepayers benefit from the cost containment effects when new rates are put into 

effect, as those rates reflect the results of cost containment measures in place.  Because AIC is 

using a future test year, and the effects of cost containment/cost management measures are 

reflected in the test year forecast (as discussed by Mr. Nelson), rates set in this proceeding will 

reflect cost containment achieved through cost related KPIs.  Since rates will come into effect in 

early 2012 (the test year), the test year costs of the KPIs will be incurred at the time the benefits 

are accruing to ratepayers in the new rates.  For this reason, these KPIs primarily benefit 

ratepayers.  Second, as also discussed by Mr. Nelson, AIC’s predecessors did not earn more than 

their allowed rate of return in the period since the last rate case test year (2008).  Thus, there is 

no basis to conclude that cost containment measures have provided a benefit to shareholders in 



Ameren Exhibit 7.0E 

that time period.  Any cost savings did not represent additional money to shareholders, but was 

reflected in the net operating income that was previously authorized by the Commission.  
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VI. CONCLUSION 383 
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Q. What is your conclusion regarding AIC’s requested recovery of incentive 

compensation expense? 

A. I conclude that the amount of incentive compensation expense for which AIC is 

requesting recovery represents the costs of KPIs which have tangible ratepayer benefits.  As a 

result, recovery of this incentive compensation expense is reasonable and appropriate. 

Q. Does this conclude your direct testimony? 

A. Yes, it is.
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APPENDIX

STATEMENT OF QUALIFICATIONS 
KRISTA G. BAUER 

I hold a Master’s Degree in Industrial/Organizational Psychology from Southern Illinois 

University at Edwardsville and a MBA from Webster University.  In addition to my academic 

training, I have over thirteen years of human resources experience at progressive levels of 

responsibility, and have attended many continuing education programs related to human 

resources strategy and compensation.  I also served as adjunct faculty at St. Louis University 

between 2000 and 2005, where I taught courses in Industrial Psychology.  Prior to joining 

Ameren Services Company in 1997, I was employed by AAIM Management Association as 

Manager, Public Education. 


