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I. INTRODUCTION 7 

Q. Please state your name and business address. 8 

A. My name is Krista G. Bauer.  My business address is One Ameren Plaza, 1901 Chouteau 9 

Avenue, St. Louis, Missouri 63103. 10 

Q. Are you the same Krista G. Bauer who provided direct testimony and supplemental 11 

direct testimony in this proceeding? 12 

A. Yes, I am. 13 

II. PURPOSE OF TESTIMONY 14 

Q. What is the purpose of your rebuttal testimony in this proceeding? 15 

A. The purpose of my rebuttal testimony is to respond to the direct testimony of Illinois 16 

Commerce Commission Staff (Staff) witness Bonita Pearce; specifically, Ms. Pearce’s 17 

recommendations regarding Ameren Illinois Company d/b/a Ameren Illinois’ (AIC or Company) 18 

capitalized incentive compensation expense  previously disallowed in the Company’s last rate 19 

proceeding and AIC’s Performance Share Unit Program (PSUP) expense. 20 

Q. Are you sponsoring any exhibits with your rebuttal testimony? 21 
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A. No. 22 

III. RESPONSE TO STAFF WITNESS, MS. PEARCE 23 

Q. Ms. Pearce recommends reducing AIC’s rate base for the test year by the amount of 24 

capitalized incentive compensation expense disallowed in the Company’s previous rate 25 

proceeding, Docket Nos. 09-0306 through 09-0311 (Cons.).   How do you respond? 26 

A. I accept Mr. Pearce’s recommended adjustment.  As stated in AIC’s response to Staff 27 

data request DLH 22.02f (dated June 15, 2011), the Company agrees that the plant balances 28 

should be adjusted to reflect the capitalized incentive compensation expense disallowed in 29 

Docket Nos. 09-0306 (Cons.).  Company witness, Mr. Ronald D. Stafford includes this 30 

adjustment in the accepted adjustments section of his testimony. 31 

Q. Ms. Pearce recommends disallowing the cost of AIC’s Performance Share Unit 32 

Program (PSUP) because the PSUP aligns the interests of employees with those of 33 

shareholders.  How do you respond to Ms. Pearce’s recommendation? 34 

A. I do not agree with it.  As I discuss more fully below, although financial goals must be 35 

met, the PSUP does provide a benefit to Illinois ratepayers.  As I indicated in my direct 36 

testimony with respect to cost management/cost control measures, the Illinois Commerce 37 

Commission (Commission) in AIC’s last rate case (Docket Nos. 09-0306 (Cons.)) instructed AIC 38 

to consider benefits to both ratepayers and shareholders for those types of measures.  A similar 39 

analysis is appropriate for PSUP costs.  As such, I propose the PSUP costs should be shared 40 

50/50 between shareholders and ratepayers.  While an argument for full recovery can be made 41 

and would be correct, the Company recognizes the Commission’s interest in incentive 42 
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compensation metrics that are tied to financial goals. However, under the PSUP, the underlying 43 

effort in working to achieve the financial metrics does, in fact, benefit ratepayers.   44 

Q. Ms. Pearce states that PSUP costs should be disallowed because the PSUP align 45 

employees’ interests with shareholders and does not provide “direct ratepayer benefits”.  46 

Do you agree with her analysis? 47 

A. No.  The PSUP is a core component of an executive’s compensation package, but the 48 

design of the plan is very different from the short-term incentive plan, and therefore, should not 49 

be subject to the same test for recovery.  Differences between the short-term incentive plans and 50 

the long-term PSUP plan include some of the goals and objectives, the performance periods, the 51 

payout mechanism, and holding/ownership requirements. The primary goals and objectives of 52 

the PSUP is to provide a competitive total compensation package that provides a counter-balance 53 

to short-term incentive plans while attracting, motivating and retaining AIC leaders. For 54 

example, the PSUP includes a three-year vesting period which incents leaders to stay with the 55 

organization.  Under the 2008 PSUP, stock units are awarded under the program three years 56 

before they are considered earned and vested, and five years before an award of AIC common 57 

stock is actually made. (Beginning 2009, this two-year hold period was discontinued and 58 

performance share units vest following a 3-year performance period.)  Another distinction is that 59 

PSUP awards are made in stock, not cash.  Moreover, unlike cash compensation paid, share units 60 

are not taxable until eventually paid out.  Finally, shares of AIC common stock earned and 61 

vested under the PSUP count towards AIC’s executive stock ownership guidelines, even if they 62 

have not yet been paid out.  Notably, with respect to this feature of the PSUP’s design, plan 63 

participants must own between one and three times their salary in stock.  Until that goal is 64 
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reached, participants are expected to retain 75% of the awards they receive under the PSUP.  65 

This ensures that executives have an ongoing stake in the long-term success of the Company. 66 

Q. What is the importance of these differences? 67 

A. Because the PSUP is not a short-term cash incentive compensation plan and because it 68 

differs from such plans, I disagree that the appropriate test for recovery of PSUP costs is “direct 69 

ratepayer benefits,” as Ms. Pearce suggests.  As I indicated above, for some expenses the 70 

Commission looks at benefits to both shareholders and ratepayers. Such an approach is 71 

appropriate for PSUP costs. 72 

Q. Does the PSUP provide benefits to ratepayers? 73 

A. Yes. 74 

Q. Please explain how the PSUP benefits Illinois ratepayers. 75 

A. The PSUP is one of the primary components of AIC executive compensation, and 76 

provides a counter-balance to short-term incentive plans offered to those employees.  As 77 

discussed above, and as stated on page 2 of the February 8, 2008 “Design Specifications for 2008 78 

Performance Share Unit Grants,” provided as Attach 1 in response to ICC Staff Data Request 79 

BAP 15.01, the PSUP “provide[s] incentive [to AIC employees to] focus on long-term AIC 80 

success and to stay with the organization.” As such, the Program ensures that AIC retains valued 81 

executive employees whose longevity with the Company results in greater knowledge of the 82 

Company and the industry, thus making them more effective in their particular lines of work 83 

within AIC.  Employee longevity is required in order to learn complex tasks, and in a technical, 84 

knowledge-based industry such as the utility industry, employees need time to master their 85 

responsibilities. It is self evident that AIC’s retention of an efficient and effective workforce 86 
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benefits the Company’s customers.  Indeed, Ms. Pearce acknowledges that the PSUP creates an 87 

incentive to stay with AIC on page 19 of her Direct Testimony when she refers to “the incentive 88 

to stay with Ameren that is created by the relatively longer vesting period.”   The PSUP also 89 

helps AIC attract good leaders.  Incentive plans similar to the PSUP are common among the 90 

Company’s utility peers.  Further, industry literature cites long-term incentives as an important 91 

tool in retaining top executive talent. As such, without a plan similar to the PSUP, executive 92 

positions with AIC would be less attractive.  Finally, the PSUP provides benefits to Illinois 93 

ratepayers with respect to cost management and cost control. Cost management and cost control 94 

support attainment of the financial performance goals on which the PSUP is based.  As I 95 

discussed in my direct testimony, cost management and control measures benefit ratepayers. 96 

Strong financial performance enhances the Company’s ability to invest in and strengthen AIC’s 97 

electric and gas infrastructure, thereby enhancing system reliability, which is a direct customer 98 

benefit.  99 

IV. CONCLUSION 100 

Q. What is your recommendation? 101 

A. As stated, because the PSUP provides a benefit to AIC ratepayers, I propose that the costs 102 

of the program be shared between ratepayers and shareholders.  I recommend a 50%-50% 103 

sharing of the PSUP costs between ratepayers and shareholders, which results in an adjustment 104 

to operating expense as set forth in Mr. Stafford’s rebuttal. 105 

Q. Does this conclude your rebuttal testimony? 106 

A. Yes, it does. 107 


