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Witness Identification 1 

Q. Please state your name and business address. 2 

A. My name is Scott Tolsdorf.  My business address is 527 East Capitol 3 

Avenue, Springfield, Illinois 62701. 4 

Q. Are you the same Scott Tolsdorf who previously provided direct 5 

testimony in this proceeding? 6 

A. Yes. 7 

Purpose of Testimony 8 

Q. What is the purpose of your rebuttal testimony? 9 

A. The purpose of my rebuttal testimony is to identify issues contained in my 10 

direct testimony that the Company does not contest, identify issues that 11 

Staff no longer contests, and respond to the Company’s opposition to my 12 

adjustments concerning  Injuries and Damages, Accumulated Provision 13 

for Injuries and Damages, Charitable Contributions, Rate Case Expenses, 14 

Cash Working Capital, and Storm Costs. 15 

Q. Please identify any adjustments from your direct testimony that the 16 

Company no longer contests and has reflected in its rebuttal revenue 17 

requirement. 18 

A. The Company no longer contests and has reflected in its rebuttal revenue 19 

requirement the following adjustments I proposed in my direct testimony, 20 

ICC Staff Exhibit 4.0: 21 

  Schedule 4.02 Budget Payment Plans 22 



Docket Nos. 11-0279/0282 (Cons.) 
ICC Staff Exhibit 22.0R 

 

 2 

  Schedule 4.07 Lobbying Costs 23 

  Schedule 4.10 Athletic Events 24 

  Schedule 4.11 Power Smart Pricing 25 

These adjustments were accepted by the Company in Ameren Ex. 22.0, p. 26 

7, lines 163 through 167. 27 

Q. Please identify any adjustments from your direct testimony that you 28 

are withdrawing. 29 

A. Upon reviewing the Company’s rebuttal testimony, I have withdrawn the 30 

following proposed adjustments from ICC Staff Exhibit 4.0: 31 

  Schedule 4.01  Customer Deposits 32 

  Schedule 4.03 Materials and Supplies 33 

  Schedule 4.06 Social Service Club Dues 34 

I discuss my reasons for withdrawing these adjustments at the end of this 35 

testimony. 36 

Schedule and Attachment Identification 37 

Q. Are you sponsoring any schedules as part of ICC Staff Exhibit 38 
 22.0R?  39 

A. Yes.  I am sponsoring the following schedules that show data as of, or for 40 

the future test year ending December 31, 2012:   41 

 Schedule 22.01R  Injuries and Damages 42 

 Schedule 22.02  Accumulated Provision for Injuries & Damages 43 

 Schedule 22.03  Charitable Contributions  44 

 Schedule 22.04  Rate Case Expenses 45 
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 Schedule 22.05R  Cash Working Capital  46 

 Schedule 22.06  Storm Costs 47 

Q. Are you sponsoring any attachments as part of ICC Staff Exhibit 48 

22.0R? 49 

A. Yes.  I am sponsoring the following attachments: 50 

  Attachment A   Determination of Cash Availability 51 

 Attachment B  HMAC Base Amount Determination 52 

Injuries and Damages 53 

Q. Please explain Schedule 22.01R, Injuries and Damages. 54 

A. Schedule 22.01R presents my adjustment to normalize the injuries and 55 

damages (“I&D”) expense for the test year. As pointed out by Company 56 

witness Mr. Ronald Stafford, “The Commission has historically recognized 57 

that it is appropriate to normalize AIC injuries and damages expense.” 58 

(AIC Ex. 2.0E, p. 15, lines 329-331)  My position differs from the Company 59 

position in that my adjustment uses the five-year average of injuries and 60 

damages expense from 2006 through 2010 inflation adjusted to the test 61 

year and substitutes the five-year average of cash claims paid for the 62 

expense accruals portion of the I&D expense.  The Company’s position is 63 

that only the expense accruals need normalization. 64 

Q. Is this the same adjustment you proposed in direct testimony? 65 

A. No.  In direct testimony my adjustment represented the five-year average 66 

of injuries and damages expense from 2006 through 2010 including the 67 
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expense accruals. My rebuttal adjustment substitutes the payout amounts 68 

of cash claims for the accruals.  69 

Q. Please explain why is it appropriate to replace the accruals with a 70 

normalized level of cash claims paid? 71 

A. The expense accruals are an estimated expense of the probable liability, 72 

not covered by insurance, that the Company faces for deaths or injuries to 73 

employees and others and for damages to property.  The accruals are 74 

simply the Company’s estimate of what management perceives to be the 75 

expense for the period. The accrual is subjective and subject to 76 

manipulation.  Using a five year average of actual cash claims paid 77 

provides an objective determination of what could be expected for the test 78 

year.  79 

Q. Company witness Stafford proposes to normalize only the accrual 80 

portion of the injuries and damages expense account and disagrees 81 

with your proposal to normalize the entire expense account. (Ameren 82 

Exhibit 22.0, pp. 20-22, lines 454-483) Please explain why you have 83 

also normalized the non-accrual injuries and damages expenses. 84 

A. The Company proposes that only the expense accruals need 85 

normalization because the liability and workers compensation insurance 86 

expense, which is the second largest component of injuries and damages 87 

expense, has been “more uniform.”  Mr. Stafford states: 88 

As the chart below illustrates for AIC’s electric operations, the 89 
largest I&D expense component (reserve accruals), and the 90 
corresponding cash claims paid have fluctuated dramatically over 91 
the past 5 years, while the second largest I&D expense component 92 
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(liability and workers compensation insurance expense) has been 93 
more uniform.” (Id., p. 23, lines 505-509) 94 

 95 

However, the Company’s projected test year expense for I&D does not 96 

reflect a “uniform” percentage change from the average.  The projected 97 

test year I&D expense less the expense accruals for electric operations is 98 

approximately 106% higher than the 5 year average and the projected test 99 

year I&D expense less the expense accruals for gas operations is 100 

approximately 55% less than the 5 year average.  The Company has 101 

provided no evidence as to why these historically uniform expenses would 102 

suddenly change for the projected test year.    103 

The uniform nature of the liability and workers compensation insurance 104 

expense, claimed by the Company, is not reflected in the projected test 105 

year expense as the drastic percentage changes noted above indicate.  106 

Normalization of these I&D expenses provides a reasonable estimate for 107 

test year revenue requirements. 108 

Q. How does your position differ from the position of AG/CUB witness 109 

Mr. David Effron? 110 

A. Mr. Effron’s position is that I&D expense should be set at the 2008 level 111 

which was the highest level of expense over the past five years.  While 112 

this is a reasonable approach, a five-year average as proposed in my 113 

adjustment provides a more objective determination of what could be 114 

expected for the test year.  115 
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Q. How does your position differ from the position of IIEC witness Mr. 116 

Michael Gorman? 117 

A. My position is to normalize the I&D expenses over a five-year period and 118 

substitute the expense accruals portion with the five-year average of cash 119 

claims paid.  Mr. Gorman’s position is that the five-year average exceeds 120 

what is reasonably expected for the test year and the I&D expense should 121 

be set at the most recent historical level from 2010.  The I&D expense, as 122 

well as the cash claims paid, have been highly volatile over the past 123 

several years and the normalization of this expense provides a more 124 

objective determination of what could be expected for the test year. 125 

Accumulated Provision for Injuries and Damages 126 

Q. Please explain Schedule 22.02, Accumulated Provision for Injuries 127 

and Damages.  128 

A. Schedule 22.02 presents my adjustment to reduce the Company’s rate 129 

base by the amount of accumulated reserves for I&D previously funded by 130 

ratepayers.   131 

Q. What is the rationale for this type of rate base deduction? 132 

A. Company’s witness Mr. Stafford provides a very succinct explanation in 133 

his rebuttal testimony.  Mr. Stafford says, 134 

…it would be logical for these utilities to propose a rate base 135 
deduction if the expense accruals giving rise to this liability were 136 
included in operating expense in rates and in turn funded by 137 
ratepayers. Under that approach, ratepayers would have provided a 138 
source of cost free capital and would be entitled to the benefit of a 139 
rate base deduction. (Ameren Ex. 22.0, p. 23, lines 505-509) 140 

 141 
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Q. Are the expenses giving rise to this liability included in operating 142 

expense in rates and in turn funded by ratepayers? 143 

A. Yes.  The expense accruals mentioned by Mr. Stafford are recorded in 144 

Account 925 Injuries and Damages expense and have been included in 145 

the Administrative and General Expense line of the revenue requirement 146 

in the Companies’ prior rate cases. 147 

Q. Why then does the Company disagree with your adjustment? 148 

A. The Company argues that the expense accruals are not a part of the 149 

revenue requirement.  Mr. Stafford states: 150 

…AIC’s approach considers projected test year information, 151 
eliminates the highly volatile expense accruals, and replaces the 152 
accruals with a normalized level of cash claims paid to develop the 153 
overall level of I&D expense recorded to Account 925. (Ameren Ex. 154 
22.0, p. 22, lines 480-482) 155 

 The Company is claiming that by replacing the highly volatile expense 156 

accruals with a normalized level of expense, the actual expense accruals 157 

are not included in the revenue requirement and, therefore, are not 158 

recovered from ratepayers.  Mr. Stafford states that the expense accruals 159 

have been “eliminated” and “replaced” by the normalized level of cash 160 

claims paid.  161 

Q. Do you agree with the Company’s argument that the expense 162 

accruals have been eliminated and replaced by the normalized level 163 

of cash claims paid? 164 

A. No, I do not. The Company’s argument puts semantics before substance. 165 

The normalized level of cash claims paid is a proxy for what the expense 166 
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accruals should be.  The normalized level of cash claims paid is included 167 

in the revenue requirement and is most certainly funded by ratepayers.  168 

No matter how the I&D expense is determined for the revenue 169 

requirement, a portion of that expense represents the expense accruals, is 170 

recovered through rates, and funds the liability to which Mr. Stafford says 171 

the ratepayers should be “entitled to the benefit of a rate base deduction.” 172 

(Ameren Ex. 22.0, p. 23, lines 508-509) 173 

Charitable Contributions 174 

Q. Please explain Schedule 22.03, Charitable Contributions. 175 

A. Schedule 22.03 presents my adjustment to reduce charitable contributions 176 

to a reasonable amount for the test year.  As I explained in my direct 177 

testimony, the Company forecasts a 64% increase from 2011 to the 2012 178 

test year.  My adjustment begins with the Company’s forecasted 2011 179 

budget and provides a more reasonable 2% increase to the 2012 test 180 

year. (ICC Staff Exhibit 4.0, pp. 6-7, lines 120-145)  181 

Q. Why is the Company’s 2011 budget for charitable contributions so 182 

much lower than for 2012? 183 

A. In his rebuttal testimony, Company witness Mr. Ogden states, 184 

In 2011, we simply were unable to budget for contributions to the 185 
level that we wanted to due to economic and budgetary conditions.” 186 
(Ameren Ex. 28.0, p. 4, lines 76-77) 187 

Q. Are charitable contributions necessary expenses for the provision of 188 

safe, reliable utility services? 189 
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A. No.  Charitable contributions are discretionary expenses for the Company 190 

which can be reduced as necessary during challenging “economic and 191 

budgetary conditions.”  Unfortunately for Ameren’s customers, they do not 192 

have the same flexibility when it comes to paying their utility bills.  During 193 

these challenging economic times, the Company’s obligation to its 194 

customers to provide safe, reliable utility service at the most reasonable 195 

rates possible is even more imperative.  One way to do this is to lower 196 

discretionary expenses, such as charitable contributions. 197 

Q. Is the 2011 contributions budget adequate for the Company to 198 

provide safe, reliable service to its customers? 199 

A. Yes.  In response to Staff data request (“DR”) ST-5.04, the Company 200 

stated in part, “The Company’s ability to provide safe, reliable, and 201 

adequate service will not be reduced due to the reduction in Ameren 202 

Illinois’ charitable contributions budget for 2011.” 203 

Q. Are you suggesting that the Company should not give what it wants 204 

to charitable organizations? 205 

A. Absolutely not.  The Company may give to charitable organizations the 206 

amount of donations determined by its Board of Directors, but only a 207 

reasonable level of charitable contributions should be included in the 208 

revenue requirement in compliance with Section 9-227 of the Public 209 

Utilities Act (“PUA” or “Act”) which states:  210 

 “It shall be proper for the Commission to consider as an operating 211 
expense, for the purpose of determining whether a rate or other charge or 212 
classification is sufficient, donations made by a public utility for the welfare 213 
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or for charitable, scientific, religious or educational purposes, provided 214 
that such donations are reasonable.” (emphasis added) 215 

Q. How does your position differ from the position of IIEC witness Mr. 216 

Michael Gorman? 217 

A. My position is to set charitable contribution expense at the 2011 budgeted 218 

level and adjust for inflation through the test year.  Mr. Gorman proposes 219 

to disallow all charitable contributions from the revenue requirement.  Mr. 220 

Gorman makes compelling arguments for the disallowance of charitable 221 

contributions; however, his position is a departure from past Commission 222 

practice and conflicts with Section 9-227 of the PU A. Therefore, Mr. 223 

Gorman’s proposed adjustment should be rejected. 224 

Rate Case Expense 225 

Q. Please explain Schedule 22.04, Rate Case Expenses. 226 

A. Schedule 22.04 presents my adjustment to remove from the revenue 227 

requirement certain merger costs that were included with rate case 228 

expense. 229 

Q. Is this adjustment the same as you presented in direct testimony? 230 

A. No.  In direct testimony, I proposed to begin with the rate case expense 231 

approved by the Commission in the prior rate case and adjust that amount 232 

for inflation through the 2012 test year. 233 

Q. Why have you changed your approach? 234 
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A. After reviewing the Company’s rebuttal testimony and performing further 235 

review and analysis, it appears that the Company’s estimate, except for 236 

the merger costs, is reasonable. 237 

Q. What merger costs are you proposing to disallow? 238 

A. The Company contracted with Accenture to assist with the Ameren Illinois 239 

Utilities Merger Integration Project.  The costs associated with this project 240 

are included on the Company’s Schedule WPC-10, p. 3, line 9.  The costs 241 

in question are related to the Company’s merger activities in the fall of 242 

2010 and are not related to rate case expense.  DR response ST 4.04 243 

Attach 2 is a copy of the contract with Accenture and details the scope of 244 

the project and associated costs.  The Company has also separately 245 

contracted with Accenture to assist with the 2011 Illinois rate case.  These 246 

costs are included on the Company’s Schedule WPC-10, p. 3, line 10.  247 

While the costs associated with rate case support are appropriate, the 248 

inclusion of merger costs in rate case expense is inappropriate and should 249 

be disallowed. 250 

Q. Section 9-229 of the Act requires the Commission to expressly 251 

address in its final order the justness and reasonableness of any 252 

amount expended by a public utility to compensate attorneys or 253 

technical experts to prepare and litigate a general rate case filing. Do 254 

you have a recommendation regarding the information the 255 

Companies have provided to support the justness and 256 

reasonableness of rate case expenses?    257 
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A. Yes.  I recommend that Ameren incorporate into its surrebuttal testimony 258 

the responses to the following Staff DRs that support the recovery of rate 259 

case expenses as just and reasonable: 260 

  ST 4.04 261 

  ST 4.04 Attach 1through Attach 9 262 

  ST 5.10 263 

  ST 5.10 Attach 1 through Attach 3 264 

  ST 5.10S FINAL 265 

  ST 5.10S Attach 1 through Attach 2 266 

  ST 5.102S FINAL 267 

  ST 5.102S Attach 1 through Attach 2 268 

  ST 14.01 through 14.03 plus Attachments 269 

Q. What finding do you recommend that the Commission make in its 270 

final order? 271 

A. I recommend that the Commission make the following finding in its final 272 

order:  273 

The Commission finds that the amounts of compensation for 274 

attorneys and technical experts to prepare and litigate this 275 

proceeding, as adjusted by Staff, are just and reasonable pursuant 276 

to Section 9-229 of the Public Utilities Act (220 ILCS 5/9-229). 277 

Cash Working Capital 278 

Q. Please explain Schedule 22.05R, Cash Working Capital. 279 
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A. Schedule 22.05R presents my adjustment to Cash Working Capital 280 

(“CWC”) in response to the Company’s rebuttal testimony.  These 281 

schedules also incorporate Staff’s proposed adjustments to the 282 

Company’s rebuttal position concerning test year revenues and expenses. 283 

Q. What changes did the Company make to its CWC calculation in 284 

rebuttal testimony? 285 

A. The Company has proposed to change how the CWC effect of pass 286 

through taxes is calculated.  Company witness Mr. Heinz has calculated 287 

the actual number of days the Company has access to funds associated 288 

with pass through taxes prior to remittance of those funds to the 289 

appropriate taxing authority.  Mr. Heinz’s approach essentially removes 290 

the question of whether or not a service was provided to customers and 291 

whether or not an investment was funded by shareholders. 292 

Q. Do you agree with Mr. Heinz’s approach to pass through taxes? 293 

A. Yes.   Mr. Heinz’s approach captures the essence of the CWC effect of 294 

pass through taxes. 295 

Q. Do you agree with Mr. Heinz’s calculation of the CWC effect of pass 296 

through taxes? 297 

A. No.  While the theory is sound, there are some errors in Mr. Heinz’s 298 

calculations.  Mr. Heinz’s approach relies on calculating when funds are 299 

available to the Company and when those funds are remitted to the taxing 300 

authorities.  When calculating the date on which funds are available for 301 

Company use, Mr. Heinz used the month of February 2010 for his 302 
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calculations, which are illustrated in Ameren Ex. 25.1.   In his rebuttal 303 

testimony, Mr. Heinz says: 304 

To simplify this analysis, I treated all months the same, and 305 
therefore concluded that funds would be available to the Company 306 
on the 18th of each month.  The actual midpoint, by month, may 307 
vary slightly depending on the number of days in the month and the 308 
date on which each billing cycle was read. (Ameren Ex. 25.0, pp. 8-309 
9, lines 161-164) 310 

The problem with Mr. Heinz’s use of February as a test month for 311 

calculation purposes is that February having only 28 days is not 312 

representative of the 30 or 31 days in the other eleven months of a year.  313 

ICC Staff Ex. 22.0R, Attachment A is a recalculation of when funds are 314 

available for Company use using Mr. Heinz’s methodology and using the 315 

month of July 2010 as the test month.  This calculation results in a more 316 

representative midpoint of the 16th for each month compared to the 317 

Company’s calculation of the 18th.  318 

Q. How is this monthly midpoint determination used in the CWC 319 

calculation? 320 

A. The monthly midpoint is used to determine when, on average, funds are 321 

available for the Company’s use.   Using this midpoint date in conjunction 322 

with the date on which the funds are remitted to the taxing authority 323 

produces the number of days the Company has use of the ratepayer 324 

supplied funds. 325 

Q. How is the date of remittance to the taxing authority determined? 326 

A. The enabling legislation for the individual taxes was used to determine 327 

when the payments are made.  Mr. Heinz provided the dates and 328 
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legislative references in his rebuttal testimony Ameren Ex. 25.0, p. 9, line 329 

166. 330 

Q. Do you agree with the dates as presented by Mr. Heinz? 331 

A. With the exception of the Energy Assistance Charge, the dates used by 332 

the Company are consistent with the enabling legislation. 333 

Q. When are the Energy Assistance Charge funds required to be paid? 334 

A. The enabling legislation for the Energy Assistance Charge says: 335 

By the 20th of the month following the month in which the charges 336 
imposed by the Section were collected, each public utility, 337 
municipal utility, and electric cooperative shall remit to the 338 
Department of Revenue all moneys received as payment of the 339 
Energy Assistance Charge….” (305 ILCS 20/13(f)) 340 

The legislation states that payment is due by the 20th of the month 341 

following the month of collection.  Assuming that the Company receives 342 

customer payments ratably over a given month, the 15th of the month can 343 

be used as the midpoint for this one particular pass-through tax.  If the 344 

Company on average receives funds on the 15th and remits those funds 345 

on the 20th of the following month, then the Company would have use of 346 

those funds on average 35 days. 347 

Q. What are your recommendations concerning the CWC calculations 348 

concerning pass through taxes? 349 

A. I recommend the Commission accept Staff’s calculation of CWC as 350 

presented in Schedule 22.05R.  These schedules combine Staff’s 351 

calculations with the Company’s methodology with respect to pass 352 

through taxes.  353 
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Storm Costs 354 

Q. Please explain Schedule 22.06, Storm Costs. 355 

A. Schedule 22.06 presents my adjustment to normalize storm costs over the 356 

six year period from 2005 through 2010.  Please see the Rebuttal 357 

Testimony of Mona Elsaid, ICC Staff Exhibit 27.0, for a discussion of the 358 

rationale for this normalization. 359 

Hazardous Materials Adjustment Clause (“HMAC”) Base Amount 360 

Q. What is the HMAC Base Amount you are proposing in rebuttal 361 

testimony? 362 

A.  The HMAC Base Amount included in the Ameren IP revenue requirement 363 

is $234,690.  The final order in this proceeding should clearly state the 364 

Base Amount of Rider HMAC that is included in the revenue requirement.   365 

As such, I recommend that the Order for this proceeding find: 366 

The Commission finds that the amount of HMAC Costs reflected in 367 

the test year electric revenue requirement for Rate Zone 3 (formerly 368 

Ameren IP) is $234,690. 369 

Q. Is this the same amount you proposed in direct testimony? 370 

A. No.  The amount of HMAC costs included in rates is dependent upon the 371 

way in which the I&D expense is normalized.  The I&D adjustment 372 

proposed in my rebuttal testimony uses a five-year average of cash claims 373 

paid to normalize the expense.  The amount of HMAC costs included in 374 

I&D expense and, therefore, reflected in the test year, is the five-year 375 

average of HMAC cash claims paid.  Similar to the I&D adjustment, these 376 
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HMAC cash claims paid are a proxy for the HMAC expenses and are 377 

therefore recovered through ratepayers in rates.  Please see ICC Staff 378 

Exhibit 22.0R, Attachment B, Line 1, Column (h) for the calculation of the 379 

HMAC Base Amount.  380 

Withdrawn Adjustments 381 

Q. Please explain why you withdrew the adjustment reflected on 382 

Schedule 4.01, Customer Deposits. 383 

A. The adjustment proposed in Schedule 4.01 was based upon an average 384 

annual growth trend from December 2006 through December 2010.  In 385 

rebuttal testimony, the Company provided a rationale for why the 386 

calculated growth rate would not continue into the future.  I have accepted 387 

the rationale provided by the Company and, therefore, have withdrawn my 388 

adjustment. 389 

Q. Please explain why you withdrew the adjustment reflected on 390 

Schedule 4.03, Materials and Supplies. 391 

A. The adjustment proposed in Schedule 4.03 was based upon the direct 392 

testimonies of Mr. Mark Maple, ICC Staff Exhibit 9.0 concerning the value 393 

of gas stored underground and Mr. Eric Lounsberry, ICC Staff Exhibit 17.0 394 

concerning the retired Alton propane facility.  Please see the rebuttal 395 

testimony of Mr. Mark Maple, ICC Staff Exhibit 26.0, for the rationale 396 

concerning the withdrawal of the adjustment for gas stored underground.  397 

Please see Ameren Ex. 22.0, p. 31, lines 671-681 for the rationale 398 

concerning the withdrawal of the adjustment for the Alton propane facility. 399 
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Q. Please explain why you withdrew the adjustment reflected on 400 

Schedule 4.06, Social Service Club Dues. 401 

A. The majority of the social service club dues that I proposed to disallow 402 

included the dues for the Electric Power Research Institute (“EPRI”).  403 

These EPRI dues were incorrectly classified as social service club dues 404 

rather than industry association dues.  In rebuttal testimony, the Company 405 

has removed all social service club dues (excluding the EPRI dues) from 406 

its proposed revenue requirement.  The EPRI dues are an allowable cost 407 

and, therefore, I have withdrawn the adjustment. 408 

Q. Does this end your prepared rebuttal testimony? 409 

A. Yes. 410 
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