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ILLINOIS COMMERCE COMMISSION 1 

DOCKET No. 12-0001 2 

REBUTTAL TESTIMONY OF  3 

SCOTT D. VERBEST 4 

Submitted on Behalf Of 5 

Ameren Illinois 6 

I. INTRODUCTION 7 

Q. Please state your name and business address. 8 

A. My name is Scott D. Verbest.  My business address is One Ameren Plaza, 1901 Chouteau 9 

Avenue, St. Louis, Missouri 63103. 10 

Q. By whom are you employed and in what capacity? 11 

A. I am employed by Ameren Services Company (Ameren Services or AMS) as Executive 12 

Compensation Lead. 13 

Q. Please describe your educational background and relevant work experience. 14 

A. See my Statement of Qualifications, attached as an Appendix to this testimony. 15 

II. ADOPTION OF DIRECT TESTIMONY OF MS. KRISTA G. BAUER 16 

Q. Are you proposing to adopt testimony in this proceeding? 17 

A. Yes. I am proposing to adopt the direct testimony of Ameren Illinois Company d/b/a 18 

Ameren Illinois (AIC or Company) witness Ms. Krista G. Bauer. 19 
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Q. Do you adopt Ameren Exhibits 8.0 and 8.1, the Direct Testimony of Krista Bauer, in 20 

their entirety as your own testimony in this proceeding? 21 

A. Yes, I do. 22 

III. PURPOSE OF TESTIMONY 23 

Q. What is the purpose of your rebuttal testimony in this proceeding? 24 

A. The purpose of my rebuttal testimony is to respond to portions of the Direct Testimony of 25 

Illinois Industrial Energy Consumer (IIEC) witness Mr. Michael P. Gorman regarding incentive 26 

compensation expense. 27 

IV. RESPONSE TO IIEC WITNESS, MR. GORMAN 28 

Q. What are Mr. Gorman's recommendations related to incentive compensation 29 

expense? 30 

A. He makes two recommendations: that AIC produce an average of its actual level of 31 

incentive compensation approved by the Commission in its last three rate cases to be used as a 32 

stated value ceiling on incentive compensation expense; and that the Commission require AIC to 33 

base recovery of incentive compensation expense on achieving performance metrics established 34 

by the Public Utilities Act (the Act). 35 

Q. What is your response to the first recommendation that AIC use the average level of 36 

incentive compensation in its last three rate cases as a stated value for incentive 37 

compensation expense? 38 

A. AIC witness Mr. Craig Nelson explains why the "stated value" concept is not appropriate. 39 

In addition, however, Mr. Gorman's suggestion to use the average of historical Commission 40 

authorized incentive compensation amounts is in and of itself not appropriate. 41 
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Q. Why not? 42 

A. As I explain, Mr. Gorman's adjustment is both arbitrary and suffers from faulty factual 43 

underpinnings.  The historical level of incentive compensation expense approved by the 44 

Commission does not have any  relationship to AIC's current level of incentive compensation 45 

expense, due the evolution of AIC's incentive compensation plan over time to emphasize key 46 

performance indicators (or KPIs) that have operational benefits for customers.  Mr. Gorman fails 47 

to specify whether he means the average of amounts in AIC's last three electric rate cases, or 48 

whether he would include gas cases as well.  AIC's last three electric rate cases in which a 49 

Commission order was entered, however, were Docket No. 06-0070 (cons), Docket  No.07-0585 50 

(cons.) and Docket No. 09-0306 (cons.).  In Docket No. 06-0070 (cons.), the Commission denied 51 

AIC all recovery of incentive compensation expense due to the presence of a "financial trigger." 52 

Subsequently, in 2008, AIC modified its incentive compensation plans to remove the financial 53 

triggers and emphasize operational KPIs with customer benefits.  Thus, the Commission in 54 

Docket No.  07-0585 (cons.) and Docket No.  09-0306 (cons.) considered the level of AIC's 55 

incentive compensation expense in conjunction with incentive plans that had been significantly 56 

changed.  As a result, the Commission's average approved level of expense in those cases is not 57 

an appropriate basis for comparison to AIC's incentive compensation costs included in its 58 

formula rates. 59 

Q. Are there other reasons that Mr. Gorman's proposal for a stated value of incentive 60 

compensation expense should be rejected? 61 

A. Yes. As I explained in my direct testimony, Section 16-108.5 of the Act expressly 62 

permits the “recovery of incentive compensation expense that is based on the achievement of 63 

operational metrics, including metrics related to budget controls, outage duration and frequency, 64 
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safety, customer service, efficiency and productivity, and environmental compliance.” Although 65 

I am not an attorney, I do not understand the Act to contain any limitation, in the manner Mr. 66 

Gorman suggests, on recovery of incentive compensation expense based on achievement of those 67 

statutory metrics. 68 

Q. With respect to Mr. Gorman's recommendation that the Commission require AIC 69 

to base recovery of incentive compensation expense on achieving performance metrics 70 

established by the Act, what metrics is he referring to? 71 

A. I understand him to be referring to the metrics in Section 16-108.5(f) of the Act, which 72 

requires AIC to develop certain multi-year performance metrics designed to achieve 73 

improvement over baseline performance values over a 10-year period.  These include metrics 74 

such as System Average Interruption Frequency Index (SAIFI), Customer Average Interruption 75 

Duration Index (CAIDI), targets for controllable interruptions in the Commission's rules (83 Ill. 76 

Adm. Code 411.140(b)), reduction in estimated bills, and reduction in uncollectible expense.  (I 77 

would note that these metrics are not the same as the incentive compensation metrics for which 78 

recovery is authorized and are discussed above and in my direct testimony.) 79 

Q. Do you agree with this recommendation? 80 

A. No.  As Mr. Nelson discusses, there is no statutory basis for Mr. Gorman's 81 

recommendation.  In addition, Mr. Gorman's recommendation is based on what I consider to be a 82 

simplistic attempt to draw a connection between the performance metrics above and AIC's 83 

incentive compensation KPIs.    84 

Q. Please explain. 85 
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A. Mr. Gorman is trying to link recovery of all AIC incentive compensation expense to the 86 

Company's achievement of a limited number of separate performance metrics. AIC's incentive 87 

plans, however, cover a far wider range of operational areas than the metrics Mr. Gorman refers 88 

to.  While it is true that some KPIs are based on SAIFI or CAIDI performance, many other KPIs 89 

(as show in Ameren Exhibit 8.1) relate to operational and other areas that have no connection to 90 

the metrics Mr. Gorman refers to.  These KPIs also have operational and customer benefits.  For 91 

example, AIC has safety related KPIs that are not included in the metrics Mr. Gorman refers to.  92 

Mr. Gorman's proposal would potentially deny AIC the opportunity to recover the cost of safety 93 

KPIs despite their clear operational and customer benefits.  Mr. Gorman does not explain why it 94 

would be appropriate to limit recovery of incentive compensation expense related to such safety 95 

KPIs if AIC failed to meet unrelated statutory goals.  Moreover, AIC's incentive plans establish 96 

KPIs for both Company and individual performance.  These KPIs may continue to produce 97 

operational and customer benefits even if, hypothetically, AIC did not meet the performance 98 

metric goals in Section 16-108.5(f) on a Company-wide basis.  In sum, AIC's incentive plans 99 

cover a far wider range of metrics (KPIs) than the metrics in Section 16-108.5(f) of the Act.  A 100 

proposal to condition recovery of incentive compensation expense on achievement of the 101 

statutory metrics ignores AIC's broad range of KPIs and their customer benefits. 102 

V. CONCLUSION 103 

Q. Do you have anything further to add at this time? 104 

A. No.  This concludes my rebuttal testimony.   105 
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APPENDIX 

STATEMENT OF QUALIFICATIONS 
SCOTT D. VERBEST 

My name is Scott D. Verbest.  My business address is One Ameren Plaza, 1901 Chouteau 

Avenue, St. Louis, Missouri, 63103.  I am employed by Ameren Services Company as Executive 

Compensation Lead.  As Executive Compensation Lead, I am responsible for managing the 

Ameren and subsidiary company executive compensation programs including market-based pay, 

short- and long-term incentive plans; executive performance management; preparation of 

materials for the meetings of the Human Resources (Compensation) Committee of the Board of 

Directors; assisting in the preparation of the annual proxy and subsidiaries’ information 

statements; among other executive compensation related activities.   

I received my Bachelor of Science degree, with a concentration in Business Management, 

in 1980 from the University of New Orleans.      

I have over thirty one years of experience in various human resources and compensation-

specific roles of increasing scope and responsibility.  I began my professional career at Texaco’s 

upstream Producing East organization in southeast Louisiana and worked in the company’s 

human resources function for ten years.  I transferred to Harrison, New York in 1991 to accept 

various human resources roles in Texaco’s worldwide corporate headquarters, and in 1994, 

transferred to Houston, Texas supporting Texaco’s corporate Information Technology human 

resources function. In 1996, I returned to Texaco’s worldwide corporate headquarters in 

Harrison, New York where I administered both broad-based and executive compensation 

programs corporate-wide. With the acquisition of Texaco by Chevron Corporation in 2001, I 

remained with the new company to assist in the smooth transition of Texaco’s executive 
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compensation programs to Chevron.  In 2004, I joined Ameren Services Company as 

Compensation Specialist.  In that, and in roles of increasing scope and responsibility, I managed 

the Company’s broad-based compensation programs, managed the implementation, 

administration and vendor relationship of Ameren’s compensation planning system and led the 

President’s Performance Leadership Award and other recognition programs; among other 

compensation related activities.  In November 2009, I assumed my current role of Executive 

Compensation Lead for Ameren Services Company and its subsidiary companies. 


