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ILLINOIS COMMERCE COMMISSION 1 

DOCKET No. 12-   2 

DIRECT TESTIMONY OF  3 

KRISTA G. BAUER 4 

Submitted on Behalf of 5 

Ameren Illinois 6 

I. INTRODUCTION 7 

A. Witness Identification 8 

Q. Please state your name and business address. 9 

A. My name is Krista G. Bauer.  My business address is One Ameren Plaza, 1901 Chouteau 10 

Avenue, St. Louis, Missouri 63103. 11 

Q. By whom are you employed and in what capacity? 12 

A. I am employed by Ameren Services Company (Ameren Services or AMS) as Manager, 13 

Talent Management and Executive Compensation. 14 

Q. Please describe your employment history with Ameren Services. 15 

A. I joined Ameren Services on September 11, 1997 as a Personnel Analyst.  On January 1, 16 

1999, I was promoted to Human Resources Specialist.  One year later, I was promoted to 17 

Organization Development Specialist.  On April 1, 2004, I was promoted to Supervisor, 18 

Compensation.  A year later, I became responsible for the entire compensation function for all 19 

companies to which Ameren Services provides support, and, on April 1, 2007, I was promoted to 20 

Manager, Compensation & Performance.  On January 1, 2008, my responsibilities were 21 

expanded to include workforce planning and policy oversight.  And, on November 1, 2009, I was 22 

promoted to Manager, Compensation & Talent Acquisition.  On October 1, 2011, my 23 
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responsibilities were further expanded to include organizational and leadership effectiveness 24 

oversight, and as such, on October 1, 2011, I was promoted to Manager, Talent Management & 25 

Executive Compensation.  26 

Q. Please describe your responsibilities as Manager, Talent Management & Executive 27 

Compensation. 28 

A. As Manager, Talent Management & Executive Compensation, I am responsible for 29 

executive compensation programs (including base pay and short-term and long-term  incentives), 30 

performance management, workforce planning and recruiting activities, and organizational and 31 

leadership effectiveness activities for all companies to which Ameren Services provides support, 32 

including Ameren Illinois Company (AIC or Ameren Illinois).  It should be noted that during 33 

2010, I was responsible for all compensation programs including broad-based pay and short-term 34 

incentives, executive compensation and recognition programs. 35 

Q. Please describe your educational background and relevant employment experience. 36 

A. I hold a Master’s Degree in Industrial/Organizational Psychology from Southern Illinois 37 

University at Edwardsville and a MBA from Webster University.  In addition to my academic 38 

training, I have over fourteen years of human resources experience at progressive levels of 39 

responsibility, and have attended many continuing education programs related to human 40 

resources strategy and compensation.  I also served as adjunct faculty at St. Louis University 41 

between 2000 and 2005, where I taught courses in Industrial Psychology.  Prior to joining 42 

Ameren Services Company in 1997, I was employed by AAIM Management Association as 43 

Manager, Public Education. 44 
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B. Purpose, Scope and Identification of Exhibits 45 

Q. What is the purpose of your direct testimony in this proceeding? 46 

A. The purpose of my direct testimony is to support the incentive compensation costs used 47 

in developing AIC's performance based formula rates (PBR) revenue requirement, reflected in 48 

AIC's Rate MAP-P.  I provide the amount of incentive compensation expense for 2010 and the 49 

related incentive compensation metrics.  Similar cost and metric information will be provided in 50 

future annual cost updates filed in accordance with the Section 16-108.5 of the Public Utilities 51 

Act (Section 16-108.5) and Rate MAP-P.   52 

Q. Please summarize the conclusions of your direct testimony. 53 

A. The incentive compensation costs AIC will include in the PBR revenue requirement are 54 

prudent and reasonable expenditures for incentive compensation related to electric delivery 55 

service operational metrics (known as key performance indicators, or KPIs) that provide benefits 56 

to customers.  These electric operational metrics include metrics related to budget controls, 57 

outage duration and frequency, safety, customer service, efficiency and productivity, and 58 

environmental compliance.  The O&M expense amount for incentive compensation that is 59 

included in the PBR revenue requirement, based on data in AIC’s most recent FERC Form 1 (for 60 

2010) is approximately $5.7 million, including AMS incentive compensation costs allocable to 61 

AIC’s electric distribution operations.  AIC is not seeking recovery of $1.4 million in electric 62 

distribution O&M expense for incentive compensation related to attainment of net income or 63 

earnings per share financial goals.  AIC witness Mr. Stafford provides details on these O&M cost 64 

amounts, and on capitalized incentive compensation amounts.  Mr.  Stafford also sponsors the 65 

adjustment to remove incentive compensation expense amounts related to net income or earnings 66 

per share financial goals.  67 
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Q. Are you sponsoring any exhibits with your direct testimony? 68 

A. Yes.  I am sponsoring Ameren Exhibit 8.1, which shows the 2010 AIC and AMS KPIs 69 

applicable to electric delivery service and their ratepayer benefits. 70 

Q. Has the Commission authorized recovery of incentive compensation expense for 71 

AIC previously? 72 

A. Yes.  In its Final Order in Docket 09-0306 (cons.), the Commission authorized recovery 73 

of incentive compensation expense related to the following electric operational metrics: FOCUS 74 

Goal, SAIFI, CCI, CAIDI, Tech Call Return Rate, Design Completion, Designs Performed, 75 

Construction Produced, Switching Incidents, OSHA Recordable Injuries, and Energy Efficiency.  76 

These are similar to the operational metrics discussed below. 77 

II. THE 2010 AMEREN ILLINOIS COMPANY INCENTIVE COMPENSATION 78 
PROGRAM 79 

Q. Please explain AIC’s annual short-term incentive compensation program in effect 80 

for 2010. 81 

A. AIC’s employees participate in one of four annual short-term incentive compensation 82 

plans: 83 

 The Executive Incentive Plan (EIP) for officers (EIP-O), which applies to all 84 
officers within AIC. 85 

 The EIP for managers and directors (EIP-M), which applies to all members of the 86 
Ameren Leadership Team (ALT), with the exception of officers. 87 

 The Ameren Management Incentive Plan (AMIP), which applies to AIC’s 88 
professionals and supervisors (excluding ALT and bargaining unit employees).The 89 
Ameren Incentive Plan (AIP), which applies to employees who are represented by a 90 
bargaining unit. 91 

All of the plans have similar elements, but are modified for specific role and market 92 

implications.  All focus the target audience on goals they can most impact.  All plans have been 93 
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designed based on market practices in a prudent and reasonable manner with the goal of 94 

providing rewards based on performance. 95 

Q. Please describe the basic structure of the Executive Incentive Plan for officers (EIP-96 

O) and for managers and directors (EIP-M). 97 

A. The EIP-O is designed to ensure that AIC’s officers are focused, as a senior leadership 98 

team, on the overall success of the business.  As such, the EIP-O is funded based on Ameren's 99 

financial performance.  The funded award (base award) may be adjusted up or down based on 100 

the officer’s personal performance and achievement of key operational metrics such as safety, 101 

reliability, and/or customer satisfaction.  The EIP-M differs in that only 25% of the award is 102 

funded based on financial earnings metrics.  Specifically, 25% of each AIC manager or director’s 103 

incentive opportunity is based on Ameren’s overall earnings per share results.  The remaining 104 

75% of the funding under the EIP-M is based on operational performance as measured by 105 

incentive KPIs.  Incentive KPIs generally represent goals related to important operational issues 106 

such as safety, reliability, budget controls, customer satisfaction and service, efficiency and 107 

productivity, and environmental compliance.  Similar to the EIP-O, each plan participant may 108 

have his or her base award (which is determined formulaically) adjusted up or down based on 109 

demonstrated leadership and contributions to goal achievement.  AIC has not requested recovery 110 

of the EIP-O costs or the 25% of the EIP-M costs that are based on financial metrics. 111 

Q. Please describe the Ameren Management Incentive Plan (AMIP). 112 

A. The AMIP is funded based solely on the achievement of pre-defined incentive 113 

compensation KPIs.  These KPIs focus plan participants on key operational metrics such as 114 

safety, reliability, budget controls, customer satisfaction and service, efficiency and productivity, 115 

and environmental compliance.  To ensure line of sight, the metrics may vary by function.  This 116 
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helps to ensure that employees are rewarded for achieving goals that they are most able to 117 

influence or control.  Similar to the EIP, awards funded based on operational performance may 118 

be adjusted up or down to reflect individual contributions to group KPIs or achievement of 119 

individual performance objectives. 120 

Q. Please describe the Ameren Incentive Plan (AIP). 121 

A. The AIP is funded and paid 100% based on incentive KPI performance.  The incentive 122 

KPIs are designed to focus employees on important operational metrics that they can influence.  123 

This plan applies to employees represented by a bargaining unit. 124 

Q. Do AMS employees participate in the same plans? 125 

A. Yes.  AMS employees participate in the same plans.  As discussed below, however, AMS 126 

utilizes a broader range of KPIs than AIC.  In addition, the AMS incentive compensation KPIs 127 

have historically been more diverse than the AIC KPIs because the BCS segment funds its 128 

incentive plan both at the segment level and through numerous functional areas (Information 129 

Technology, Human Resources, Finance, etc.), which each have had their own KPI “scorecards.”   130 

Q. Does AIC have other incentive plans that it offers? 131 

A. Yes.  AIC has a long-term incentive plan for all members of the Ameren Leadership 132 

Team (ALT), known as the Performance Share Unit Program (PSUP).  The PSUP is a 133 

component of AIC’s executive compensation, and awards certain executives the right to receive 134 

a share of Ameren common stock based on achievement of performance criteria relating to 135 

Ameren’s total shareholder return relative to a utility peer group. Stock units granted annually do 136 

not vest for three years, and will not vest at all in the event of termination for cause, and if 137 

performance criteria is not met.  The primary objective of the PSUP is to encourage AIC’s 138 
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executives to remain with the Company and focus their efforts on its long-term success.  As 139 

discussed below, the cost of the PSUP has been removed from the PBR revenue requirement. 140 

III. INCENTIVE COMPENSATION EXPENSE REFLECTED IN PBR REVENUE 141 
REQUIREMENT 142 

Q. Does Section 16-108.5 permit the recovery of incentive compensation expense 143 

through rates set under Rate MAP-P? 144 

A. Yes.  Section 16-108.5 expressly permits the “recovery of incentive compensation 145 

expense that is based on the achievement of operational metrics, including metrics related to 146 

budget controls, outage duration and frequency, safety, customer service, efficiency and 147 

productivity, and environmental compliance.”  As discussed below, the incentive compensation 148 

expense that AIC is including it the PBR revenue requirement is based on these operational 149 

metrics. 150 

Q. Does Section 16-108.5 prohibit the recovery of any portion of incentive 151 

compensation expense? 152 

A. Yes.  The law provides that, “Incentive compensation expense that is based on net 153 

income or an affiliate's earnings per share shall not be recoverable under the performance-based 154 

formula rate”.  As a result, AIC is not including in the PBR revenue requirement any annual 155 

short-term incentive compensation expense based on net income or earnings per share metrics. In 156 

addition, the cost of the PSUP has been removed from the PBR revenue requirement.  These 157 

adjustments are reflected in the testimony of Mr. Stafford. 158 

Q. What is the amount of incentive compensation expense which the Company is 159 

including in the PBR revenue requirement? 160 



Ameren Exhibit 8.0 
Page 8 of 10 

A. Approximately $5.7 million of O&M expense. This consists of $4.1 million related to 161 

AIC electric distribution service and $1.6 million for AMS incentive compensation expense 162 

allocable to AIC’s electric distribution service.  As discussed above, AIC has removed amounts 163 

associated with net income and EPS financial goals from the PBR revenue requirement as 164 

required by Section 16-108.5.   165 

Q. Are the amounts of incentive compensation expense in the PBR revenue 166 

requirement based on operational metrics? 167 

A. Yes. Section 16-108.5 permits inclusion of incentive compensation expense in PBR rates 168 

for operational metrics, including metrics related to budget controls, outage duration and 169 

frequency, safety, customer service, efficiency and productivity, and environmental compliance.  170 

The electric KPIs for which AIC is including incentive compensation costs fall into these 171 

authorized categories of operational metrics, as shown on Ameren Exhibit 8.1. 172 

Q. Why is the requested amount of incentive compensation expense prudent and 173 

reasonable? 174 

A. The incentive compensation costs included in the PBR revenue requirement are related to 175 

operational metrics that provide ratepayer benefits.  The attached Ameren Exhibit 8.1 provides a 176 

detailed summary of the ratepayer benefits of each of the 2010 AIC KPIs.  For example, the 177 

OSHA Recordable KPI encourages working safely to protect our employees and customers.  178 

Avoiding injury or illnesses avoids costs including legal expense, workers compensation costs, 179 

injuries and damages expense, and worker training and retraining.  There has been continued 180 

improvement in the ratio of OSHA reportable incidents per 100 employees.  In 2007 the ratio 181 

was 5.52 events per 100 employees.  AIC reduced this ratio to 3.87 in 2008, 3.05 in 2009, and  it 182 

is currently 2.16.  As a result of fewer such incidents, AIC incurs approximately $6,000,000 less 183 
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in costs related to OSHA incidents as compared to 2007, which I consider to be a demonstrable 184 

ratepayer benefit. Another example is the “Percentage of locates screened and cleared” KPI. This 185 

KPI measures the percentage of JULIE locate requests screened and cleared by the Screening 186 

Group that do not require an actual field visit to perform the electric facility locate.  To clear the 187 

request, the screener has verified AIC facilities are not in the dig area.  The excavator is notified 188 

with a clear response.  Screening and clearing locate requests is significantly less costly than 189 

field visits, so the KPI provides incentive to the Screening Group to continue to screen and clear 190 

requests and to avoid having to perform the more expensive field visits.  The benefit of the 191 

screening program is clear: use of the screening process in 2010 avoided over $1.6 million in 192 

field visit costs.   193 

Q. For 2010 AMS KPIs for which AIC is requesting cost recovery, please explain how 194 

each KPI provides ratepayer benefits. 195 

A. The attached Ameren Exhibit 8.1 provides a detailed summary of the ratepayer benefits 196 

of each of the 2010 AMS KPIs.  For example, AMS also has safety (OSHA Recordables) KPI 197 

goals which benefit ratepayers much as the similar goals for AIC do.  AMS also has KPI goals 198 

such as the Supply Chain Operations improvement initiatives, which encourages enhancement to 199 

the efficiency and cost-effectiveness of AMS supply chain operations.  This in turn benefits 200 

customers by ensuring that goods and services are obtained on a cost-effective basis. 201 

IV. CONCLUSION 202 

Q. What is your conclusion regarding AIC’s requested recovery of incentive 203 

compensation expense? 204 

A. I conclude that the amount of incentive compensation expense included in AIC’s PBR 205 

revenue requirement represents reasonable and prudent costs related to operational metrics.  As a 206 
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result, recovery of this incentive compensation expense through Rate MAP-P is reasonable and 207 

appropriate. 208 

Q. Does this conclude your testimony? 209 

A. Yes, it does. 210 


