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ILLINOIS COMMERCE COMMISSION 1 

DOCKET No. 13-   2 

DIRECT TESTIMONY OF  3 

RONALD D. PATE 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 Ronald D. Pate.  My business address is 370 South Main Street, Decatur, 10 

Illinois 62523. 11 

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

A. I am employed by Ameren Illinois Company d/b/a Ameren Illinois (AIC or Company) as 13 

Vice President Operations and Technical Services. 14 

Q. Please describe your educational background and relevant work experience. 15 

A. See my Statement of Qualifications, attached as an Appendix to this testimony. 16 

Q. What are your current responsibilities as Vice President Operations and Technical 17 

Services? 18 

A. I am responsible for gas and electric field operations, including engineering, safety and 19 

training, reliability planning, dispatch operations and Illinois construction services.  For purposes 20 

of this proceeding, my testimony will focus on only the electric portion of my current role.   21 
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Q. What other positions in Operations have you held while employed at AIC and the 22 

Illinois legacy utilities? 23 

A. I have previously held positions of Gas Superintendent, Senior Director - Gas Delivery, 24 

Vice President - Delivery System Operations & Development, Vice President Asset Performance 25 

and Compliance Management, Director, Energy Delivery Integration and Support Services, 26 

Director of Regional Operations, and Vice President - Utility Operations.   27 

Q. What are your responsibilities in connection with this regulatory filing? 28 

A. For this filing, I will discuss generally AIC's projected 2013 capital expenditures for 29 

improving and maintaining the electric distribution network.  I will also discuss the distribution 30 

operation and maintenance (O&M) expense the Company incurred in 2012 related to its electric 31 

delivery service.  It is my understanding AIC's updated formula rate for electric delivery costs 32 

will be based on the Company's most recently filed FERC Form 1 data from 2012, updated to 33 

include current projections of electric delivery plant investment for 2013.  My testimony 34 

provides support for the relevant capital expenditures and O&M expense, including costs for 35 

major specific and blanket capital projects, and explains the processes in place to plan for and 36 

implement annual operational investment and expense activities. 37 

B. Purpose, Scope and Identification of Exhibits 38 

Q. What is the purpose of your direct testimony in this proceeding? 39 

A. The primary purpose of my testimony is to describe generally AIC's processes for 40 

planning, budgeting, and implementing capital investment and operational activities for AIC's 41 

electric distribution network.  My testimony outlines the types of plant investment that will 42 

support electric delivery service and be used and useful by the end of 2013.  The testimony 43 

covers the major specific projects disclosed in AIC’s F-4 Schedule not yet included in AIC’s 44 
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approved rate base.  The testimony also covers blanket programs in 2013.  In addition, my 45 

testimony discusses activities for operation and maintenance (O&M) for electric delivery service 46 

in 2012.   47 

Q. Please summarize the conclusions of your direct testimony? 48 

A. The main conclusions of my direct testimony are: 49 

 The electric plant additions included in rate base are necessary and will be 50 
prudently incurred by 2013, including the major specific projects and blanket 51 
programs discussed below. 52 

 The operational and maintenance activities performed in 2012 assisted in the 53 
provision of safe, adequate and reliable service to electric delivery customers. 54 

Q. Are you sponsoring any exhibits with your direct testimony? 55 

A. Yes.  I am sponsoring Ameren Exhibit 3.1, which is AIC’s F-4 Schedule. 56 

II. AMEREN ILLINOIS OPERATIONS 57 

Q. Please describe AIC’s electric system. 58 

A. The AIC electric system consists of approximately 46,000 miles of distribution lines with 59 

voltages ranging between 600 V and 69 kV.  Approximately 85% of these lines are overhead, 60 

with the remaining 15% underground.  This system serves more than 1.2 million electric 61 

customers throughout the lower three-quarters of the State of Illinois.  The electric system 62 

traverses topography that is flat, rocky, hilly or sandy; it runs through fields, forests, and across 63 

wetlands and waterways.  The vast majority of communities served are rural, but AIC also 64 

delivers electricity to larger areas such as Belleville, Bloomington-Normal, Carbondale, 65 

Champaign-Urbana, Danville, Decatur, Galesburg, Marion, Mattoon, Peoria and Quincy.   66 

Q. Please describe how AIC’s electric operations are organized internally. 67 
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A.  Mr. Richard Mark became President and CEO of Ameren Illinois in mid-2012.  I 68 

report directly to Mr. Mark.  As previously discussed, I am responsible for electric and gas field 69 

operations, including engineering, safety and training, reliability planning, dispatch operations 70 

and Illinois construction.  This includes technical-related responsibilities such as the distribution 71 

design centers, dispatch, and substation and subtransmission related to engineering installation 72 

and maintenance activities.  To provide focused alignment, I am assisted by two Senior Directors 73 

of Division Operations.  Mr. Craig Gilson brings expertise to promote activities within the 74 

northern portion of the AIC service territory.  Mr. John Barud equally supports the southern 75 

portions by removing roadblocks and ensuring consistent operations and implementation of 76 

processes throughout.  Currently, six divisions each have a Director who provides direct 77 

oversight for the employees and customers in the region.  In addition to the divisional support 78 

from Mssrs. Barud and Gilson, Mr. Rick Mellor, Senior Director Illinois Technical Services, also 79 

reports directly to me and has oversight for the substation activities.  This includes substation and 80 

relay construction and maintenance.  Mr. Mellor also oversees the substation distribution design 81 

and sub-transmission planning for AIC.  82 

Mr. Stan Ogden continues to serve as Vice President, Customer Service and Metering 83 

Operations and also reports to Mr. Mark.  Mr. Ogden is responsible for the infrastructure 84 

investments that are related to metering, such as smart meters and energy efficiency initiatives.  85 

With the merger of the legacy utilities in October 2010, AIC continues to work toward a division 86 

structure that serves overall AIC operational needs and improves customer service without the 87 

limitations imposed by the artificial boundaries that existed under legacy company ownership.   88 
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The evolving structure supports the efforts and focus necessary to successfully implement 89 

the work and processes required for meeting operational and customer targets associated with the 90 

significant electrical infrastructure improvements that are planned over the next ten years. 91 

III. RELIABILITY 92 

Q. Please describe how reliability is measured. 93 

A.  The frequency of outages is measured by the System Average Interruption Frequency 94 

Index (or SAIFI).  SAIFI is calculated by summing all of the customer interruptions that 95 

occurred over a period of time and then dividing the result by the total number of customers 96 

served, regardless of whether or not the customer experienced an outage.  The duration of 97 

outages is measured by the Customer Average Interruption Duration Index (or CAIDI).  CAIDI 98 

is calculated by summing all of the minutes of interruption that individual customers experienced 99 

over a period of time and then dividing the result by the total number of customer interruptions. 100 

Q. How does Ameren Illinois maintain the reliability of its electric delivery service? 101 

A. AIC has numerous initiatives that are intended to maintain and improve reliability of its 102 

electrical grid system.  Among these are proactive inspection programs, animal mitigation, 103 

lightning protection, underground cable replacement, automation projects, etc.  These programs 104 

and initiatives are part of the “baseline” activities and investments that Ameren Illinois 105 

implemented in 2012 and will implement in 2013 to maintain and improve the adequacy, safety 106 

and reliability of its electric distribution systems.  By ensuring lines and equipment are 107 

appropriately maintained, customers realize the benefit of a safe and reliable electric system.  In 108 

addition to “baseline” initiatives, Ameren Illinois intends to make significant, incremental capital 109 
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investments in its electrical infrastructure for a 10-year period (2012-2021) in connection with its 110 

participation in Illinois’ infrastructure investment program. 111 

Q. Please explain why Ameren Illinois intends to make significant, incremental 112 

infrastructure investments in its electrical distribution network between 2012 and 2021. 113 

A. Ameren Illinois elected to participate in Illinois’ infrastructure investment program under 114 

the Energy Infrastructure Modernization Act (EIMA).  Illinois’ infrastructure investment 115 

program requires a substantial amount of capital investment over the next ten years to upgrade 116 

and modernize the electric distribution network and install “smart grid” technology.  Since the 117 

passage of EIMA, AIC filed its proposed performance-based formula rate tariff, pursuant to 118 

which AIC will recover electric delivery costs (Docket No. 12-0001), and its initial update to its 119 

formula rate (Docket No. 12-0293).  AIC also filed its performance-based metrics tariff (Docket 120 

No. 12-0089), submitted its overall 10-year electric Infrastructure Investment Program to the 121 

Commission, and filed its plan to deploy Advanced Metering Infrastructure (AMI) to electric 122 

customers (AMI Plan) (Docket 12-0244).  In this filing, AIC has updated cost inputs to its 123 

formula rate to account for 2012 electric delivery costs and plant additions, including 124 

incremental EIMA investments, which AIC expects to place in service by the end of 2013. 125 

Q. What are examples of baseline investments and activities that AIC implemented in 126 

2012 to maintain the reliability of its electric delivery service? 127 

A.  Because well-maintained and protected substation facilities play an important role in the 128 

overall system reliability at Ameren Illinois, the Company has developed and implemented a 129 

consistent and comprehensive substation maintenance strategy. This strategy, utilizing a 130 

reliability-centered maintenance concept to identify individual maintenance tasks that are geared 131 

toward preventing specific component failures, is comprised of numerous condition-based 132 
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maintenance tasks and diagnostic tests.  Both monthly operating inspections and seasonal service 133 

inspections are performed to identify, prioritize and correct deficiencies. 134 

A large number of customers may be affected when a substation outage occurs, and 135 

animal protection projects inside the substation provide Ameren Illinois with opportunities to 136 

significantly enhance system reliability. Protection can include installing an electric animal fence 137 

around substation equipment, installing spinners on overhead conductors to mitigate animal 138 

intrusion, and equipping energized facilities within the substation with insulated cover-ups. 139 

Smaller scale mitigation projects that require a maintenance outage are coordinated with other 140 

substation maintenance activities in order to minimize customer interruptions.  All new overhead 141 

distribution transformers are purchased and installed with animal protection.  142 

Ongoing system planning studies are performed to help ensure the integrity of the 143 

transmission and distribution system.  These efforts include preparing electric load forecasts, 144 

monitoring facility loadings, evaluating the system impacts of proposed generating units, and 145 

identifying required system reinforcements and expansions.  Although not readily quantifiable, the 146 

reliability improvements associated with capacity-related system reinforcements and expansions 147 

include the following: 148 

 Reduced risk of equipment failure and outage due to overload 149 

 Improved reserve capability and correspondingly, reduced outage duration 150 

 Facility upgrades, which can also address condition issues 151 

Ameren Illinois’ Circuit Inspection Program has been structured to enhance public and worker 152 

safety and to proactively address problems that might impact system reliability.  Facilities covered by 153 

this program include all distribution and sub-transmission circuits having voltages in the range of 154 

2.4 kV through 69 kV.  All inspections are being performed on a 4-year cycle for the visual 155 
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inspections.  The Company will continue to evaluate the appropriate cycle length for these visual 156 

inspection programs. 157 

The previously independent program of Pole Inspection and Treatment was incorporated into 158 

the Circuit Inspection Program in 2007.  This portion still includes sub-transmission and 3-phase 159 

distribution poles being subjected to a full ground line inspection for strength assessment on a 12-year 160 

cyclical basis.  The ground line inspection involves excavating to determine if deterioration is present 161 

below ground.  Poles that pass the inspection are treated at the ground line with a preservative for life 162 

extension.  During this 12-year cycle, other distribution poles that are tapped off of the 3-phase poles, 163 

and carry distribution voltage from 2.4 kV to 14 kV or a support structure, are sounded and bored for 164 

strength assessment.  Poles failing either type of inspection are replaced or reinforced with a steel C-165 

truss.  C-trussing restores a pole back to its original strength or stronger. 166 

The Device Inspection Program utilizes the Circuit and Device Inspection System (CDIS) 167 

to track both the devices requiring inspection and the results of those inspections. Capacitor 168 

banks are inspected annually, while reclosers, regulators, and sectionalizers are inspected twice a 169 

year.  Many repairs can be completed at the time of the inspection.  However, deficiencies 170 

requiring follow up repair by a two-man or larger crew are also tracked to completion. 171 

AIC’s Vegetation Management focus also helps to maintain and improve system 172 

reliability.  In 2012, Ameren Illinois trimmed 100% of the circuit miles (6,614 miles) that were 173 

scheduled for maintenance trimming.  The Company performs mid-cycle trimming as necessary 174 

to address vegetation issues that have evolved since the last scheduled maintenance cycle. AIC 175 

also promotes planting the right tree in the right place.  This is an important vegetation 176 

management initiative for AIC to work with communities to identify and remove existing 177 

problem trees in order to increase reliability.  178 
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AIC uses the Reliability Action Plan as a tool to monitor and summarize the progress of 179 

baseline reliability initiatives that have been selected for completion in a given year.  Although 180 

overall guidance is supplied by the Reliability Engineering Section, each operating Division has 181 

authority over and accountability for the projects that comprise each of the Division Plans.  The 182 

Division Plans are rolled up to an overall AIC Reliability Action Plan.  AIC management 183 

formally reviews the Reliability Action Plans on a monthly basis to ensure tracking and reporting 184 

progress of the Company's baseline reliability initiatives. 185 

Q. Does AIC plan to implement similar baseline investments and activities in 2013? 186 

A.  Yes, AIC will make similar baseline investments in 2013.  For example, Ameren Illinois 187 

has identified 28 circuits as candidates for additional animal protection in 2013.  In total, 188 

approximately 1,520 animal guards could be added if engineering reviews prove them to be 189 

prudent.   190 

Q. What incremental investments did AIC implement in 2012? 191 

A.  AIC’s modernization of the electric distribution grid was enhanced with the installation 192 

of distribution automation, communication equipment, and modern relays on the distribution 193 

system.  AIC also strengthened the electric infrastructure by installing new poles, conductor, and 194 

substation equipment incrementally above the historical baseline investment.   EIMA also 195 

required AIC to invest incremental dollars in training facilities and a smart grid test bed.  For the 196 

new training facility, AIC purchased and renovated an existing building in Belleville.  AIC also 197 

began additions and modifications to enhance its existing Decatur training facility.  These 198 

investments will provide modern electric training opportunities, particularly in the areas of relay, 199 

automation, and other smart grid technologies.  AIC also began construction of its Technology 200 
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Applications Center (“TAC”) in Champaign.  The TAC will provide facilities to test smart grid 201 

related equipment and technologies for both internal and external customers.   202 

Q. What incremental investments is AIC planning to implement in 2013? 203 

A.  On April 1, 2013, AIC filed with the Commission its updated Infrastructure Investment 204 

Program, including the 2013 Plan.   The 2013 Plan organizes individual projects under two broad 205 

categories of investment (Infrastructure Related and Smart Grid).  AIC has further broken these 206 

down into six more detailed areas (Infrastructure Improvements, Training Facilities, Distribution 207 

Automation, AMI, Volt/Var Optimization, and Software & Technology Enhancements).  Over 208 

the course of 2013, AIC will invest a projected cumulative total of at least $36.3 million more 209 

capital than AIC’s 2008-2010 average capital spend as defined by EIMA.   210 

Infrastructure Improvements 211 

 Replace Primary Substation Distribution Reclosers.   This program is 212 
projected to replace nine primary distribution substation reclosers in 2013.  These 213 
three phase oil reclosers will be replaced with modern single phase vacuum 214 
tripping devices.  This work will provide reduced outages during single phase 215 
faults and modern relaying will provide tighter coordination and fault locating 216 
capabilities.  Engineering will also commence for future year projects. 217 

 Substation Animal Protection.  This program is to install electric animal 218 
resistant fences around susceptible equipment inside substations.  Engineering 219 
will commence in 2013 for 2014 projects.  220 

 Bulk Substation Improvements.  This program involves improving designated 221 
bulk supply substations to minimize large double bus outages due to a single 222 
contingency equipment failure.  Engineering will commence for this program in 223 
2013.  224 

 Distribution Substation Transformer Reserve.  This program will add 225 
distribution substation transformer reserve to select substations by adding a 226 
second transformer, upgrading transformers in a two unit station, re-enforcing 227 
existing distribution feeder ties, and constructing new distribution feeder ties.  228 
Engineering and site preparation will commence for this program in 2013. 229 
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 Spacer Cable Program.  This program entails the replacement of designated 230 

primary distribution spacer cable.  There are .3 miles of spacer cable projected to 231 
be replaced in 2013.  Engineering for 2014 projects will also commence in 2013.   232 

 Rebuild Primary Distribution Lines.  This program plans to rebuild and 233 
reconductor primary distribution circuits.  Lines or portions of lines would be 234 
selected based on reliability history, customer counts, and system improvement 235 
possibilities.  In 2013, AIC projects to rebuild approximately .3 miles of primary 236 
distribution under this program. 237 

 Primary Distribution Line Capacity Additions.  This program is designed to 238 
rebuild existing lines for additional capacity, or build new lines to split existing 239 
loads.  In 2013, AIC projects to add additional capacity on one primary 240 
distribution circuit under this program.   241 

 Bulk Transformer Outage Mitigation.  The program is to provide system 242 
reinforcements by installing a second bulk supply transformer, building a new 243 
bulk supply substation, or reconductoring high voltage distribution lines to 244 
provide the system redundancy required to facilitate system maintenance and 245 
avoid load curtailments during a bulk substation transformer outage.  Engineering 246 
for this program will commence in 2013. 247 

 Rebuild High Voltage Distribution Lines.  The objective of this program is to 248 
rebuild and/or reconductor high voltage distribution lines.  Factors such as 249 
pole/structure condition, deteriorated conductor, static wire condition, 250 
accessibility for repairs, line loading relative to thermal limits, and outage history 251 
will be considered in selecting and prioritizing the high voltage distribution lines 252 
to reconductor or rebuild.  In many cases, the scope of work may be limited to a 253 
portion of a line or targeted to address a specific reliability concern such as pole 254 
failures or lightning related outages.  There is one high voltage distribution line 255 
rebuild project of .4 miles planned for 2013. 256 

 Expanded Bulk Supply Substations.  This program will construct new bulk 257 
supply substations (e.g., 161/69 kV, 138/69 kV, and 138/34.5 kV), or install new 258 
bulk supply transformers at existing substation locations, and implement 259 
associated line and equipment reinforcements.  Engineering for this program will 260 
commence in 2013. 261 

 Underground Primary Distribution Cable.  This program is designed to replace 262 
or remediate through injection select primary underground cable.  In 2013 there 263 
are 4.5 miles of primary underground cable identified to replace.   264 

Training Facilities 265 

In 2013, outdoor electric training facilities will be constructed at the Turkey Hill 266 

substation.  Enhancements will also occur at the Decatur Training Center with the 267 
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addition of a second meter training room, installation of a second feed to the facility, and 268 

construction of a small underground network training system. 269 

Distribution Automation Projects 270 

 Primary Distribution Automation.  This program is designed to install primary 271 
distribution level automation schemes in a self- isolating mode.  In some cases 272 
smart switching devices will be installed in order to facilitate the automatic 273 
isolation of the faulted section and restoration of the remaining load.  In addition 274 
to installation of the appropriate line devices, this program will install metering 275 
and control on the distribution substation equipment if not equipped.  Benefits 276 
include, where possible, the limiting of the aggregate load experiencing a 277 
permanent outage due to a fault on a primary distribution backbone feeder to 278 
approximately half the load of the feeder.  In some cases in may also avoid the 279 
loss of an entire feeder load due to the loss of supply, such as a substation bus, 280 
transformer, or high voltage distribution line. For 2013 there are nine primary 281 
distribution automation projects projected.   282 

 Communication Infrastructure.  This program is designed to build the support 283 
communication infrastructure to support Smart Grid devices and functions.   It is 284 
an enabling program and in 2013 the communication infrastructure will be 285 
extended for the 2013 Smart Grid projects along with engineering being started 286 
for future year projects. 287 

 High Voltage Distribution Relaying.  This program is designed for replacement 288 
of select electro-mechanical relays with microprocessor based relays on AIC’s 289 
high voltage distribution system.  Benefits include enhanced coordination 290 
opportunities and fault location capabilities.  Engineering for 2014 projects will 291 
commence in 2013.   292 

 High Voltage Distribution Automation.  This program is designed to install 293 
smart switching devices on select high voltage distribution lines and place 294 
strategically located Fault Circuit Indicators (FCI) to facilitate fault isolation and 295 
faster restoration of service to the remaining load.  There are five switching units 296 
projected to be installed in 2013 along with FCI’s at 45 locations.   297 

  Smart Grid Test Bed.  The intent of this Smart Grid Test Bed program is to 298 
establish the necessary infrastructure, processes, and resources to implement the 299 
Smart Grid Test Bed requirements of the Act. The Test Bed will provide 300 
applicants the opportunity to test Smart Grid related equipment, services and 301 
business models within a utility scale environment. Applicants will be allowed to 302 
have equipment connected to the utility grid for the purpose of demonstrating that 303 
the equipment or systems function as designed. The Test Bed will validate 304 
applicant sponsored business models or services by testing the functional aspects 305 
of specific equipment or verification that services/business models provide the 306 
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intended results based upon the applicants proposals. The Smart Grid Test Bed 307 
program also establishes the necessary infrastructure to perform AIC sponsored 308 
testing of electric distribution system equipment.  At present, Ameren Illinois has 309 
received one formal application for testing services from a major utility 310 
equipment provider. This entity wishes to install and test several distribution 311 
system devices and control systems for the purpose of testing Distribution 312 
Automation and Volt-Var Equipment and controls across multiple distribution 313 
feeders. Also, Ameren Illinois has had informal discussions with another utility 314 
equipment provider regarding the possible installation of control equipment that 315 
could be used to perform Distribution Automation and Volt-Var controls of the 316 
electric distribution systems.  317 

Advanced Metering Infrastructure   318 

This program involves the planned replacement of 62% of the retail electric 319 

meters on the AIC distribution system with Smart Meters.  This program include 320 

deployment of an Advanced Metering Infrastructure (“AMI”), which provides a two-way 321 

communications infrastructure to support the metering functions and other customer 322 

service applications such as remote disconnect.  Expected benefits include reductions in 323 

projected bills, unaccounted for energy, and consumption on inactive meters.  The 2013 324 

AMI Plan objectives are: 325 

1. Partner with a consultant to do System Integration of interconnected IT 326 
systems. 327 

2. Make preparations for deployment by deploying back-end IT 328 
infrastructure and initial network deployment for the first meter rollout 329 
scheduled for 2014. 330 

3. Continue to execute Consumer Education Plan. 331 

There are no meters projected to be installed in 2013.   332 

Volt/Var Optimization 333 

 High Voltage Volt/Var Control.  This program is to facilitate dynamic voltage 334 
control and optimal reactive power flow on the high voltage distribution system.  335 
Generally this involves installing remote switching capability and control on bulk 336 
supply transformers load tap changers (LTC’s), switching capacitor banks, and 337 
controlling bulk supply voltage regulators using a computerized technology solution.  338 
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The initial focus is to ensure all switch high voltage distribution capacitor banks have 339 
SCADA control and voltage indication.  Engineering for 2014 projects will 340 
commence in 2013. 341 

 Primary Distribution Volt/Var Control.  This program is intended to provide 342 
dynamic voltage control and optimal reactive power flow on select primary 343 
distribution circuits.  This technique will be applied at the primary distribution level by 344 
controlling transformer load tap changers (LTCs), switching capacitor banks, and 345 
controlling voltage regulators using a computerized technology solution. This will 346 
require the addition of SCADA at each LTC, voltage regulator, and switched capacitor 347 
bank location.  Expected benefits include reduced system losses and reduced customer 348 
energy consumption due to a lower delivery voltage via a tighter control on the 349 
voltage bandwidth.  Engineering for 2014 projects will commence in 2013. 350 

Software and Technology Enhancements 351 

 Advanced Distribution Management System.  AIC is implementing an ADMS in 352 
order to replace its existing Distribution SCADA System (DDOS) and its Outage 353 
Analysis System (OAS).  The ADMS system will be a fully integrated suite of 354 
applications that will provide distribution system operators with a common user 355 
interface to monitor, control, and manage the electric distribution system and smart 356 
devices throughout the distribution system.  Phase three of this program began in 2012 357 
and consisted of a three cycle implementation. The SCADA portion was implemented 358 
in the 3rd quarter of 2012.   Engineering, software development, and equipment 359 
testing will continue in 2013.  It is anticipated the DMS/Switching portion will go live 360 
in early 2014, and the OMS/Mobile portion live in mid-2014. 361 

IV. PLANT INVESTMENT  362 

Q. What plant investment costs are included in Ameren Illinois's rate base? 363 

A. The majority of plant investment included in Ameren Illinois' rate base is classified as 364 

Distribution Plant.  In addition, Ameren Illinois' rate base includes distribution-related costs for 365 

General and Intangible (G&I) Plant, Materials and Supplies and Construction Work in Progress 366 

(CWIP), which will be discussed by Ameren witness Mr. Michael Getz.  AIC has a number of 367 

plant assets that are functionalized as supporting transmission, as opposed to distribution, 368 

service, which have been excluded from proposed rate base.  AIC's rate base also does not 369 

include any electric generation assets since AIC has no such assets.  In addition, as explained in 370 
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the testimony of Ameren witness Mr. Ronald Stafford, Ameren Illinois' rate base includes only 371 

the portion of G&I costs assigned to the electric distribution function. 372 

Q. What is Distribution Plant? 373 

A. The assets that make up Ameren Illinois' Distribution Plant are those assets that are used 374 

to move electric power and energy to customers, in this case AIC's retail customers, from the 375 

transmission facilities to which they connect.  In addition to fulfilling AIC's responsibility to 376 

provide safe, adequate and reliable service, and meet increasing customer expectations, 377 

Distribution Plant investments provide value by helping serve customer load, provide additional 378 

capacity, meet government requirements, accommodate public projects, promote reliability, 379 

implement innovative technologies, and promote safety and security.  A strong distribution 380 

system also supports our communities by providing an opportunity for business growth and 381 

expansion. 382 

Q. How does AIC categorize its Distribution Plant? 383 

A. Investment in distribution service generally falls into three categories:  Maintenance 384 

Investment, System Improvements, and Customer-Specific Investments. 385 

Q. What are Maintenance Investments? 386 

A. Under normal conditions, equipment and facilities have an expected, useful life.  387 

Maintenance Investments are generally required when facilities wear out, break down or become 388 

obsolete.  When equipment reaches the end of its useful life, it needs to be replaced.  Ameren 389 

Illinois performs routine inspections to help identify the majority of facilities that need to be 390 

replaced.  For example, equipment such as reclosers or breakers are routinely inspected and 391 

analyzed to determine the viability of continued operation or if they need to be replaced.  392 
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Equipment and facilities may also be damaged by storms and other incidents and need to be 393 

replaced before the end of their expected useful life. 394 

Q. What are System Improvements? 395 

A. System Improvements include work that upgrades or enhances Ameren Illinois’ existing 396 

facilities.  While all investments are typically made to maintain or improve the reliability of 397 

AIC's overall distribution system, such as the replacement of poles and transformers, sometimes 398 

specific projects are identified as necessary to improve performance and reliability.  System 399 

Improvements may be required when pocket areas of the distribution system experience a greater 400 

number of outages than other areas, for example. 401 

Q. What are Customer-Specific Investments? 402 

A. Customer-Specific Investments include service facilities for customers who are building 403 

new homes and businesses.  These investments also include the related capacity expansions, 404 

relocating facilities, extending circuits and substations and other facilities requested by 405 

customers. 406 

Q. How does AIC ensure that Distribution Plant Investments are necessary and 407 

prudently incurred? 408 

A. Before any major Distribution Plant Investment is made, Ameren Illinois employs a 409 

standard management process that include identification of the need for a particular project, 410 

consideration of possible alternatives, selection of a reasonable option based on technical and 411 

economic criteria, and planning the design and construction work in accordance with applicable 412 

laws and generally accepted industry standards.  Smaller, routine investments are managed 413 

through blanket programs discussed later in my testimony.  414 
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Q. How does AIC identify the need for Plant Investment? 415 

A.  AIC identifies the need for Plant Investment by looking at, among other things, the 416 

operational capabilities and limitations of the existing facilities, the age of the existing 417 

infrastructure, current and future economic trends, expected system loads, requirements of its 418 

customers or federal, state or local government, federal and state regulations, local zoning laws, 419 

and the costs and benefits of newer or more modern technology or other system enhancements.  420 

AIC relies on these and other planning criteria to evaluate how it should invest to replace, 421 

expand, augment or redesign its distribution assets. 422 

Q. Please elaborate on how AIC identifies the need for Plant Investment to address 423 

operational capabilities and limitations of the existing facilities, the age of the existing 424 

infrastructure, current and future economic trends, and expected system loads. 425 

A. AIC identifies the need for Plant Investment by looking at, among other things, the 426 

operational capabilities and limitations of the existing facilities, the age of the existing 427 

infrastructure, current and future economic trends, expected system loads, requirements of its 428 

customers or federal, state or local government, federal and state safety regulations, and the costs 429 

and benefits of newer or more modern technology or other system enhancements.  AIC relies on 430 

these and other planning criteria to evaluate how it should invest to replace, expand, augment or 431 

redesign its distribution assets. 432 

Q. Please elaborate on how AIC identifies the need for Plant Investment to meet 433 

customer requirements. 434 

A.  Customer-Specific Investments include service facilities for customers who are building 435 

new homes and businesses.  These investments also include the related capacity expansions, 436 
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relocating facilities, extending circuits and substations and other facilities requested by 437 

customers. 438 

Q. Please elaborate on how AIC identifies the need for Plant Investment to meet 439 

government requirements or accommodate public projects. 440 

A. The Illinois Department of Transportation (IDOT) prepares a five-year plan, which 441 

includes county-specific and state-level projects.  Ameren Illinois engineering personnel review 442 

road plans and other documentation received from governmental bodies, such as IDOT to 443 

determine the impact to AIC facilities.  AIC works with the appropriate state or local 444 

governmental agency to determine the scope and schedule of the required work and regularly 445 

meets on the status of their proposed projects.  By working with the appropriate governmental 446 

bodies, Ameren Illinois can align the need for capital investments and public project 447 

requirements. 448 

Q.           Please elaborate on AIC's planning criteria for its electric distribution network. 449 

A.        A comprehensive planning assessment of the entire system is performed annually, using 450 

input from both a central planning engineering group as well as division engineering 451 

personnel.  The planning engineering group uses system models to simulate and analyze the 452 

higher voltage distribution system, which includes bulk supply substations, and sub-transmission 453 

lines. 454 

At the distribution circuit level, generally distribution substations and 4 and 12 kV 455 

feeders, Division engineering personnel review loadings and prepare a load analysis forecast 456 

within their specific areas of responsibility.  This analysis reviews current system configuration 457 

and loadings along with forecasted growth.  Division engineering identifies known or highly 458 

probably future load additions and ensures adequate system capacity is/will be available.      459 
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AIC’s planning and Division engineers combine the load analysis forecast results with 460 

load projections for substations that are customer-owned, as well as for wholesale 461 

customers.  They also consider past growth patterns, weather adjustments and known customer 462 

expansion (both publicly announced projects and projects identified only to AIC personnel 463 

during the normal course of business).  System reinforcements are identified to address the 464 

specific system needs based on the load growth trends, spot load additions, and reliability 465 

improvements.   466 

This assessment process allows Ameren Illinois to determine where, when, and to what 467 

extent projects need to be developed to reinforce the distribution system.  The project selection 468 

process incorporates system upgrade cost effectiveness, reliability, and safety.  The assessment 469 

typically includes projects that need to be implemented during the next 2 to 10 years.   470 

Needs may also be identified through the normal course of daily business.  AIC has Key 471 

Account Representatives who work with larger customers and keep abreast of their changes in 472 

production levels that could create the need to alleviate system constraints that could impact 473 

capacity needs.  As with other projects, all options are analyzed and those that provide the 474 

greatest benefit at the least cost is selected. 475 

Q. Why does AIC also categorize its plant investment as either blanket programs or 476 

specific programs? 477 

A. Blanket Programs encompass many similar activities that are typically of a high volume 478 

and lower cost.  Most are tasks that are performed repetitiously or continuously throughout the 479 

year.  Utilizing Blanket Programs enables management to group together categories of individual 480 

tasks and track the associated costs collectively.  Otherwise, the costs for these routine activities 481 

would be spread out across many departments, activities, projects, or functions.  Grouping them 482 
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provides higher visibility, improves planning and budgeting, and enables better analysis of 483 

problems, opportunities, trends, and other attributes of the work, which are all important to 484 

ensuring good work management. 485 

AIC also identifies projects that are considered Specific Projects.  These projects are 486 

considered on the merits of each project individually.  Specific Projects are generally higher-cost 487 

investments or serve a unique purpose.  The Company has a process in place that allows for the 488 

consideration of how resources may best be distributed across departments and functions when it 489 

comes to funding.  The major Specific Projects and Blanket Programs included in AIC's 490 

proposed rate base for this filing are discussed further below. 491 

Q. How are Blanket Programs and Specific Projects implemented and funded? 492 

A. Generally, Blanket Programs are funded at an annual anticipated spending level.  The 493 

categories are reviewed during the annual budget review process, and Blanket Program funds 494 

may be adjusted based on information that has become known since the last budget year.  495 

Although AIC cannot predict the exact future of spending requirements, a historical look back 496 

provides a starting point for developing a budget for Blanket Programs.  Specific Projects are 497 

typically implemented according to a five-year plan.  The Company also performs planning 498 

studies on an ongoing basis, which may identify additional projects and necessitate amending the 499 

plans to address changing conditions and project priorities.   500 

Q. What is the process for prioritizing and approving Specific Projects? 501 

A. There are often several investment alternatives available to address a specific capital 502 

project or improvement.  While AIC management has the final authority to approve large capital 503 

investments, it also relies on technology to first stratify projects based on various criteria (i.e. 504 
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projects that are required for new customer work, projects that provide a higher level of system 505 

integrity or reliability, etc.). 506 

 Projects estimated to cost $100,000 or more are entered into a program which provides an 507 

overall score based on several criteria.  The ISP tool allows the user to select variables in 508 

categories such as safety, reliability, performance, integrity, risk, financial parameters, and 509 

business process improvement.  Once the ISP tool assigns the project a score, it ranks it among 510 

all potential projects.  This process and tool is designed to provide a criteria-based prioritization 511 

and ranking between potential projects. 512 

 Projects are reviewed by the AIC Central Review Committee (CRC) to determine when 513 

or if they should be funded.  The CRC meets regularly and consists of several AIC management 514 

and leadership employees who have the knowledge and authority to assess the results of the ISP 515 

tool and make any necessary modifications based on overall capital funding and project 516 

scheduling requirements.  Because there are generally more projects than available funding, this 517 

process helps to ensure that the highest priority projects are selected.  518 

Q.   What has AIC done to continually improve its process for planning, budgeting and 519 

implementing capital investment for AIC’s electric distribution network? 520 

A.   In 2012, AIC began making enhancements to processes used to plan, budget, and 521 

implement capital investments.  Specifically, AIC has designed and is implementing an 522 

improved Asset Management process based largely on British Standards Institute’s Publicly 523 

Available Specification PAS 55-2008, Asset Management.  These enhancements combine and 524 

strengthen various AIC functions into a single integrated, centralized asset management 525 

capability, to provide even greater assurance that the best capital investment decisions are made.  526 

Implementation of these asset management process enhancements are continuing in 2013. 527 



Ameren Exhibit 3.0 
Page 22 of 46  

 
Q.   What does AIC expect to gain from its Asset Management initiative? 528 

A.  The enhancements will, in part, result in a more consistent, disciplined approach to needs 529 

assessment, project justification, prioritization and selection, resource allocation, and plan 530 

execution, to maximize the value of AIC’s capital investment planning, budgeting, and 531 

implementation activities.  In short, the process enhancements will give greater visibility and 532 

assurance that the right capital investments are planned to occur at the right time, at the right 533 

locations, for the right reasons. 534 

Q.   What are some features of the enhanced Asset Management process? 535 

A.   In addition to providing a more disciplined approach to capital investment decision 536 

making, the enhanced process will optimize the value derived from physical assets to support 537 

safe and reliable electricity delivery.  The improved process will cause the refinement and 538 

clarification of strategies used to manage assets and manage risk, and will cause the development 539 

of additional criteria used to support capital decision making.   The improved process features a 540 

longer, 30-month, rolling planning horizon, which results in a portfolio of planned capital 541 

projects that are continuously reviewed and updated.    542 

The improved process is supported by a Managing Supervisor – Asset and Risk 543 

Management, who brings management oversight to the overall asset management process.   544 

Asset Performance Lead positions are dedicated to the electric distribution and substation classes 545 

of assets, and are responsible to work with stakeholders to strategize, organize, and prioritize the 546 

most beneficial work; to evaluate operating asset performance; and to monitor planned projects 547 

to help assure projects yield expected results, on schedule, within the allocated funding for the 548 

projects. 549 
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Q. Once funding for a Specific Project or Blanket Program is approved, how does AIC 550 

proceed to manage the implementation of that investment? 551 

A. Specific Projects have an individual who acts as a project manager.  This is quite often a 552 

lead engineer who is familiar with the entire project and is responsible for its implementation.  553 

The project manager is responsible to ensure that the investment expense is managed in 554 

accordance with the approved level of spending.  Actual project costs are monitored and 555 

reviewed on a periodic basis. 556 

 Blanket Programs typically cover year-to-year categories of work and fall within a 557 

projected range.  The periodic review also includes Blanket Programs to ensure actual spending 558 

is aligned to the budget, and that funds will be available throughout the remainder of the 559 

budgeting period.    560 

Q. Once funding for Specific Projects or Blanket Programs is approved, does AIC 561 

subsequently re-assess the need for the approved level of funding? 562 

A. Yes.  As part of the standard business practice, the Company regularly reviews the capital 563 

budget after approval.  The CRC meets to review the status of projects and the Company's 564 

operational spending.  This ongoing review process ensures alignment between available funds 565 

and projects, which support safe and reliable service.  As priorities change, Specific Projects 566 

placed in that budget and planned for that year may be deferred or cancelled for a variety of 567 

reasons.  For example, priorities and projects could change due to customers deciding not to 568 

pursue the work, electric planning analysis identifying inadequate capacity for winter peak day, 569 

higher priority work evolving due to inspection and maintenance data, emergency needs arising, 570 

or perhaps government relocation work is being requested or being deferred.  In addition, design 571 

changes, permit requirements, land or right-of-way acquisitions, cost recovery and regulatory 572 
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uncertainty are all factors that can cause the timetable for completion of a Specific Project to be 573 

postponed or extended.  Necessary new projects may be identified as well.  Likewise, Specific 574 

Projects may also be expanded, accelerated or added to the budget to address reliability concerns 575 

or changed circumstances.  Capital may be reallocated from Specific Projects being deferred or 576 

cancelled into other Specific Projects that require additional funding or into standing work 577 

orders.  Without that flexibility in allotting and reallocating available funds, a utility cannot 578 

adequately react to and manage changes in priorities so that it can continue to provide a level of 579 

service that remains safe and reliable.  This ongoing process ensures high priority, and 580 

consequently, previously unknown, but necessary, work can be funded.   581 

Q. What amount of gross plant investment does Ameren Illinois propose to include in 582 

rate base? 583 

A. As identified in the testimony of Ameren witness Mr. Michael Getz, the gross plant 584 

investment included in AIC's proposed rate base, after ratemaking adjustments, as of December 585 

31, 2012, is $ 5.1 billion.  The vast majority of the investment ($4.8 billion) comes from the 586 

amount of electric distribution plant at year-end 2012.   587 

Q. Is Ameren Illinois proposing to include plant additions placed in service by 588 

December 31, 2013? 589 

A. Yes.  The rate base derived from AIC's FERC Form 1 data reflects plant investment 590 

placed in service by December 31, 2012 that support electric delivery service.  As identified by 591 

Ameren witnesses Mr. Getz and Mr. Stafford, projected plant additions for 2013, before 592 

ratemaking adjustments, have been included in proposed rate base in the aggregate amount of 593 

$261 million.  The projected plant additions for 2013 are based on AIC’s budgeted plant 594 

additions as of February 2013.  Mr. Stafford's testimony and exhibits identify and support the 595 
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plant costs from the FERC Form 1 data and projected plant additions that AIC is including in 596 

rate base. 597 

Q. Do you believe the projected plant additions AIC proposes to include in rate base 598 

are necessary and will be prudently incurred? 599 

A. Yes.  I believe the projected plant additions are necessary to ensure safe, adequate and 600 

reliable service.  The investments planned for 2013 have been identified as needed and have been 601 

included in AIC’s construction budget for 2013.  Once a project is funded in an annual budget, it 602 

becomes subject to the guidelines and procedures discussed above.  These guidelines and 603 

procedures help to ensure the implementation of capital projects, once identified as necessary 604 

and funded, are executed in a prudent and timely manner. 605 

Q. What are the principal drivers for AIC's projected plant additions for 2013? 606 

A. The plant additions for 2013 can be attributed to several drivers including the need to 607 

implement the maintenance investments, system improvements and customer-specific 608 

investments that AIC determined can be prudentially incurred at the projected cost, given the 609 

identified need for and expected benefits of the investment.   Some investments are the result of 610 

the Liberty Audit, a Commission-ordered investigation in late 2006 following several major 611 

storms that resulted in widespread power outages throughout Ameren Illinois service areas.  612 

Liberty recommendations and activities include the areas of planning, design, protection and 613 

construction of electricity delivery facilities, as well as inspection, maintenance and 614 

improvement in the condition of the electric delivery system through enhanced inspections and 615 

testing, greater staffing levels for engineering groups, technicians and linemen, and improving 616 

tree trimming and maintenance. 617 
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Generally, investments included in the projected plant additions include the investment 618 

associated with new installations of overhead and underground services and associated poles, 619 

cable, meters and transformers.  There are investments for the replacement of aging poles, 620 

transformers and other devices identified through circuit inspections, review of worst performing 621 

circuits, reliability data and other planning criteria.  There are also investments associated with 622 

the additions of transformers, automation and protective devices, to enhance the reliability and 623 

capacity of the system.  Furthermore, plant additions are planned in 2013 as part of AIC’s 624 

incremental distribution EIMA investments.  My testimony below identifies AIC's major 625 

Specific Projects for 2013, as listed on AIC’s F-4 Schedule, attached as Ameren Exhibit 3.1 to 626 

this testimony.  627 

Q. Do you expect the planned plant additions to be used and useful by the December 628 

31, 2013? 629 

A. Yes.  AIC reasonably expects it will place in service the aggregate level of forecasted 630 

Plant Investment in the forecast as used and useful by December 31, 2013. 631 

Q. Do you expect the planned plant additions to be prudently incurred? 632 

A. Yes.  As noted earlier in my testimony, before any Plant Investment is made, AIC 633 

employs a standard management process that includes identification of the need for a particular 634 

project, consideration of possible alternatives, selection of a reasonable option based on technical 635 

and economic criteria, and planning the design and construction work in accordance with 636 

generally accepted industry standards.  Smaller, routine investments are managed through 637 

Blanket Programs.  The purpose of the Company's planning process is to ensure that plant 638 

investment is necessary and can be prudently incurred. 639 
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V. MAJOR CAPITAL EXPENDITURES 640 

Q. What additional testimony are you providing on Ameren Illinois’ capital 641 

expenditures? 642 

A. In addition to my testimony above on the types of plant investments that AIC has 643 

included in rate base, I will address AIC's major Specific Projects and Blanket Programs. 644 

A. Major Specific Projects 645 

Q. Are you familiar with the Commission's filing requirements in Section 285.6100? 646 

A. Yes.  Although I am not a lawyer, it is my understanding Part 285 requires any utility 647 

seeking a general increase in rates to include in its testimony certain information related to 648 

capital projects listed on its F-4 Schedule.  83 Ill. Adm. Code 285.6100(a).  Specifically, in 649 

Schedule F-4, AIC must provide the following information for its top ten most costly electric 650 

additions that meet the minimum cost of project threshold:  1) a description of the investment 651 

project; 2) the date the investment project started; 3) the date the investment project was 652 

completed; 4) the cost to complete the investment project; 5) the reason for the investment 653 

project; 6) the alternatives considered and the reasons for rejecting each such alternative; and 7) 654 

a list of reports relied upon by management when deciding to pursue the investment project.  83 655 

Ill. Adm. Code 285.6100(b).  It is my understanding the reports have been included as 656 

workpapers to this filing.  For any remaining projects on the F-4 Schedule, AIC would have to 657 

provide 1) a description of the investment projects; 2) the cost to complete the investment 658 

project; and 3) the reason for the investment project.  83 Ill. Adm. Code 285.6100(c).  For 659 

purposes of this filing, AIC has provided the same level of information for all projects disclosed 660 

in the attached F-4 schedule. 661 
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Q. What is the applicable minimum cost of project threshold for the F-4 Schedule 662 

based on AIC's current electric rate base? 663 

A. For electric utilities like Ameren Illinois with net plant equal to or greater than $1 billion, 664 

the minimum cost of projects for which information needs to be provided under Section 665 

285.6100 is the higher of 0.1% of net plant or $2,000,000.  For Ameren Illinois Electric, it is my 666 

understanding that the 0.1% of net plant or the applicable minimum project cost is $3.49 million. 667 

Q. What projects did AIC identify in the F-4 Schedule for Docket No. 12-0293? 668 

A.  In Docket No. 12-0001 and 12-0293, AIC identified plant additions placed in service by 669 

December 31, 2011 that has not been previously disclosed and included in rate base, which met 670 

the pertinent cost of project threshold.  In Docket No. 12-0293, AIC also identified projected 671 

plant additions included its proposed rate base that AIC believed would be placed in service by 672 

December 31, 2012. 673 

Q. What projects has AIC identified in the F-4 Schedule for this filing? 674 

A.  AIC has identified projected plant additions included in its proposed rate base that AIC 675 

believed would be placed in service by December 31, 2013, which met the pertinent cost of 676 

project threshold.  In addition, to the extent a 2012 project was not previously disclosed and 677 

would have met the pertinent cost of project threshold for the F-4 Schedule, that project would 678 

have been included in the F-4 Schedule. 679 

Q. Does the Company's F-4 Schedule meet the requirements of Section 285.6100? 680 

A. Yes. AIC has provided the information required under Section 285.6100 and Section 681 

286.20 in its F-4 Schedule, associated work papers and its direct testimony. 682 
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Q. Have you reviewed the list of projects provided in compliance with Section 683 

285.6100(a)? 684 

A. Yes. Four projects met the criteria for inclusion on AIC's Schedule F-4. 685 

Q. Are you familiar with these projects? 686 

A. Yes.  I am generally familiar with the information disclosed in the F-4 Schedule for these 687 

projects based on my managerial responsibilities or participation in the preparation of this filing.   688 

Q. What are the projects listed on Schedule F-4? 689 

A. The following projects are listed on Schedule F-4: 690 

 Project 24440 – AIC Electric 2013 Vehicle Purchases 691 

 Project 28211 – Illinois Network Redesign – Phase III 692 

 Project 26568 – Fountain-Waterloo 34/69 kV Line 693 

 Project 28873 – Quincy East – Upgrade Bank #5 694 

Q. Please describe Project 24440 – AIC Electric 2013 Vehicle Purchases. 695 

A. This project is to purchase and replace company-owned vehicles and construction and 696 

operating equipment that are approaching the end of their useful life.  The age of vehicles is a 697 

primary factor for replacement, as well as other factors including mileage, hours of use, and 698 

maintenance history.  The replacement forecast of units includes reducing the number of units 699 

that are outside of the unit life cycle parameters, over the next 5-7 years.  700 

Q. Why is Project 24440 necessary? 701 

A. There are company owned vehicles and construction and operating equipment that are 702 

approaching or exceeded their identified life cycle and to optimize the life cycle of AIC’s electric 703 

fleet.  In 2012 AIC spent approximately $8.5 million to replace at or out of lifecycle vehicles. 704 
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AIC life cycle parameters are identified and utilized to approximate the period of time the asset 705 

will provide optimal value.  The age of vehicles is a primary factor for replacement, as well as 706 

other factors including mileage, hours of use, and maintenance history.  AIC does compare 707 

vehicle and equipment lifecycles to industry peers as part of validating the life cycle approach.  708 

The replacement forecast of vehicles and equipment includes replacing additional units that are 709 

outside of the unit life cycle parameters, over a five to seven year period. 710 

Q. What work will Project 24440 require? 711 

A. This project will replace vehicles for electric operations that are approaching and at the 712 

end of their useful life. 713 

Q. When is Project 24440 projected to be completed? 714 

A. By the end of 2013, AIC expects to have purchased the necessary fleet of 2013 vehicles. 715 

Q. What is the forecasted cost for Project 24440? 716 

A. The total projected costs for Project 24440 is $13,304,784. 717 

Q. What alternatives were considered for Project 24440? 718 

A. The alternative would be to continue to incur expense maintaining existing vehicles.  As 719 

vehicles become older, they will require more maintenance resulting in additional costs.  720 

Eventually the major components of a vehicle, such as the engine and transmission, will 721 

fail.  Eliminating replacements and maintaining until failure would cause maintenance cost to 722 

increase.  Also, the risk of a vehicle experiencing an unexpected breakdown increases as the 723 

vehicle gets older, potentially affecting emergency and customer service response capability. 724 

Q. Please describe Project 28211 – Illinois Network Redesign. 725 
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A. Project 28211 for the Illinois Network Redesign will support AIC’s communication 726 

capability across various technologies.   727 

Q. Why is Project 28211 necessary? 728 

A. The Illinois Network Redesign project will provide unified network across Ameren 729 

Illinois to support a more reliable and flexible communication capability.  Supporting systems 730 

include: Supervisory Control and Data Acquisition (SCADA), Voice and Data.  The project will 731 

replace aging communications backhaul technologies which have passed manufacturer support 732 

Q. What work will Project 28211 – Illinois Network Redesign require? 733 

A. Phase 3 (of a 4-phase overall project) includes the approximately 30 sites in the eastern 734 

and southern portions of the Company’s service territory. 735 

Q. When is Project 28211 projected to be completed? 736 

A. This Phase of the Illinois Network Redesign project is projected to be in service by 737 

December 2013. 738 

Q. What is the forecasted cost for Project 28211? 739 

A. The communication capability at the 30 locations in Phase 3 will be installed at a 740 

forecasted cost of $11,903,924. 741 

Q. What alternatives were considered for Project 28211? 742 

A. Other alternatives included fully outsourcing/leasing this equipment, fully owning the 743 

equipment, or some hybrid of these options.  AIC chose the option of replacing obsolete 744 

equipment in the short term.   745 

Q. Please describe Project 26568 – Fountain Waterloo 34/69 kV Line. 746 
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A. Project 26568 Fountain Waterloo 34/69 kV Line includes two new switching stations and 747 

tying 34.5 kV lines, L3341 and L3338 together.  748 

Q. Why is Project 26568 necessary? 749 

A. The Waterloo and Fountain SW Stations will sectionalize two long substransmission 750 

lines (L3338 and L3341) and will provide a more reliable service to several distribution 751 

substations.  The proposed line from Waterloo to Fountain is needed to provide additional 752 

capacity to meet the load growth in the area.  Otherwise, for outage of L3338 between Valmeyer 753 

and Waterloo Muni, approximately 5 MW of load would have to be dropped to meet the 754 

minimum voltage requirements. 755 

Q. What work will Project 26568 require? 756 

A. AIC will build a 4.5 mile line between the proposed Waterloo and Fountain Switching 757 

stations along HH Road.  The line should be built to 69 kV specifications, but will be operated at 758 

34.5 kV.  It also encompasses an additional 1.7 mile of double-circuit line from Fountain SW 759 

station to the existing L3341A. There is an additional one-mile double-circuit line that ties the 760 

Waterloo SW station into L3338. 761 

Q. When is Project 26568 projected to be completed? 762 

A. The switching stations and line work included in project 26568 are projected to be in 763 

service in December 2013. 764 

Q. What is the forecasted cost for Project 26568? 765 

A. AIC will spend $5,421,040 to complete Project 26568. 766 

Q. What alternatives were considered for Project 26568? 767 
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A. There were ten alternatives considered in lieu of the final project scope for the Fountain-768 

Waterloo Project 26568.  Several of the alternatives were rejected to avoid placing the bulk 769 

substation in a flood plain.  The remaining alternatives were also rejected due to either higher 770 

costs or they did not provide the required capacity or flexibility. 771 

Q. Please describe Project 28873 – Quincy East – Upgrade Bank #5. 772 

A. Project 28873 includes replacing the existing three single-phase 138/34.5 kV 773 

transformers and 34.5 kV regulating transformer with a 3-phase, 138/34.5 kV, 112 MVA top 774 

rated transformer with a load tap changer (LTC). 775 

Q. Why is Project 28873 necessary? 776 

A. Upgrading Bank #5 at Quincy East was necessary to avoid overload during first 777 

contingency conditions.  During first contingency (loss of Transformer Bank #3), Transformer 778 

#5 is expected to be loaded to 90.2 MVA or 180% of the summer emergency rating of 50 MVA. 779 

Q. What work will Project 28873 require? 780 

A. The scope of Project 28873 includes replacing 138 kV switch 1605B with at least a 1200 781 

A breaker and upgrading the 34.5 kV conductor. 782 

Q. When is Project 28873 projected to be completed? 783 

A. Project 28873 is projected to be in service by June 2013. 784 

Q. What is the forecasted cost for Project 28873? 785 

A. Upgrading Bank #5 at Quincy East is budgeted for $3,732,601. 786 

Q. What alternatives were considered for Project 28873? 787 
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A. Alternatives considered included building a new bulk substation in the Quincy area at 788 

Marblehead North, installing a second bulk transformer at 3rd & Jefferson Substation, and power 789 

factor correction in the Quincy area.  Each alternative was more expensive and/or didn't fully 790 

address the system needs.  791 

B. Major Blanket Investments 792 

Q. You mentioned above that AIC also budgets certain capital expenditures in Blanket 793 

Programs.  Why does Ameren Illinois use Blanket Programs? 794 

A. Blanket Program is a term used to describe many similar activities in which a high 795 

volume of individually minor or low-cost tasks is performed repetitiously or continuously.  Much 796 

of the core work on the electric systems is low-cost, high-volume, routine-type work that is 797 

repetitious in nature and performed consistently throughout the year.  Categorizing these 798 

investments under Blanket Programs enables management to group together the costs of 799 

individual tasks that otherwise would be spread out across many departments, activities, projects, 800 

or functions.  Grouping these tasks gives them higher management visibility and improves 801 

planning and budgeting and allows AIC to better analyze problems, opportunities, trends, and 802 

other attributes of the work, which are all important to ensuring good work management. 803 

Q. What processes are in place to ensure Blanket Program costs are prudently 804 

incurred? 805 

A. Blanket budgets are reviewed prior to budget approval to insure that budgeted costs can 806 

be supported and justified by historical spend, current economic trends related to economic 807 

growth or decline, material and fuel prices or other evidence that would lead to a material 808 

increase or decrease in the blanket costs projections as compared to historical spend.  After a 809 

blanket project has been approved in the budget, whenever there is a confirmed change in the 810 
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forecasted cost or scope, the work order must be revised and reapproved as soon as possible.  An 811 

approved revision must be obtained before the total spend pursuant to authorized purchase orders 812 

exceeds the approved work order expenditure limit except in extreme and unforeseen 813 

circumstances when immediate work is required to avoid adverse impacts on project safety, 814 

quality, or schedule.  The blanket cost change threshold applies when expected project costs vary 815 

from the spending limit authorized pursuant to the approved work order by 10% or $250,000, 816 

whichever is greater; or $500,000 or more, regardless of percentage.  The change in scope 817 

applies whenever there is a change affecting the project’s purpose, functional objectives, 818 

accounting treatment, or design requirements from that incorporated in the most recent approved 819 

revision of the Work Order, even if there has been no change in the expected project cost.  The 820 

Project Manager is responsible for using reasonable judgment to assess if a change has occurred. 821 

Q. Have you reviewed the forecasted electric Blanket Program costs for 2013? 822 

A. Yes.  A comprehensive review was conducted prior to the 2013 construction budget 823 

being approved.  The review completed over the course of budget preparation would challenge 824 

increases or decreases in program budgeted amounts without necessary evidence to justify the 825 

change.  In addition, monthly reviews are completed at an officer level, as well as between 826 

officers and managers, to discuss financial and operational performance as compared to the 827 

budget.  Any revisions to existing work orders or any new work orders must be approved by AIC 828 

management in accordance with Ameren’s capital expenditure procedures. 829 

Q. Do you expect that the electric assets funded by the Blanket Programs will be used 830 

and useful in serving AIC's electric customers? 831 

A. Yes.  The assets installed under the provisions of these blanket work orders will be used 832 

and useful in serving AIC's retail electric customers. 833 
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Q. Do you believe the Blanket Program assets will be necessary for 2013 and costs 834 

prudently incurred? 835 

A. Yes.  Blanket work order projects are reviewed on a regular basis and are subject to the 836 

Corporate Project Oversight Committee's policies.  Therefore I believe that the assets have been 837 

and will continue to be necessary and costs prudently incurred. 838 

Q. What are AIC's major electric Blanket Programs? 839 

A. AIC’s major electric Blanket Programs are: 840 

 C3201 – Distribution Services New Business  841 

 C3205 – Distribution Services – Pole Replacement 842 

 C3175 – Line Transformer Purchases 843 

 C3223 – Miscellaneous Distribution Services – Lines 844 

 C3023 – Miscellaneous Reliability Work  845 

 C3226 – Emergency Work Distribution – Lines 846 

 C3227 – Customer Requested Distribution Services – Lines  847 

 C3170 – Electric Meter Equipment  848 

 C3178 – Distribution Substations (Design) 849 

 C3221 – Government Relocations  850 

 C3020 – Distribution Substations (Condition based) 851 

Q. What types of activities are funded by Blanket C3201? 852 

A. Blanket C3201, Distribution Services New Business, like all blankets, is used for projects 853 

with relatively low costs and minor amounts of construction time.  Blanket C3201 covers the 854 

installation of new facilities or upgrade of existing facilities directly serving only a requesting 855 

customer due to any of the following:  Any customer constructing or moving into a new facility; 856 
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any customer moving into an existing vacant facility where additional Ameren electric 857 

distribution facilities are required for capacity to serve the new tenant’s electric load; any 858 

incremental load associated with a physical change (e.g., new equipment, larger equipment, or 859 

expansion of customer’s facility).   860 

Q. What types of activities are funded by Blanket C3205? 861 

A. Blanket C3205, Distribution Services – Pole Replacement, covers the capital costs 862 

associated with work resulting from the Company’s distribution circuit inspection program, 863 

previously discussed as a reliability improvement effort. The inspection program identifies poles 864 

in need of replacement due to a variety of factors including age, exposure and environmental 865 

conditions such as vehicle or farm equipment damage.  The program also calls out hardware 866 

issues such as broken crossarms, failed lightning arresters and conductor damage. Those costs 867 

that are capitalized as a result of replacement of poles and damaged hardware are covered by 868 

Blanket C3205.   869 

Q. What types of activities are funded by Blanket C3175? 870 

A. Blanket C3175, Line Transformer Purchases, covers the cost of line transformer 871 

purchases.  Each year the company purchases a large number of transformers that are not only 872 

used to replace existing transformers that have failed or have otherwise reached the end of their 873 

useful life, but also to meet the needs of increased demand, new business and customer requested 874 

work.  The initial installation costs are also included in this project. 875 

Q. What types of activities are funded by Blanket C3223? 876 

A. Blanket C3223, Miscellaneous Distribution Services – Line, covers the costs associated 877 

with system growth and routine system repair. System growth includes improvements to existing 878 
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overhead and underground lines as well as construction of new lines resulting from general load 879 

growth not attributable to a specific customer including, for example, subdivision work and 880 

voltage conversions.  Routine system repair costs include non-emergency, corrective 881 

maintenance to any part of the overhead or underground electric system resulting from either 882 

equipment failures or the monitoring and testing of equipment still in service. 883 

Q. What types of activities are funded by Blanket C3023? 884 

A. Blanket C3023, Miscellaneous Reliability Work, covers the costs associated with work 885 

generated by reliability-based system issues that does not rise to the level of being funded in a 886 

separate program.  The installation of a line recloser to improve coordination, the installation of a 887 

system tie switch to improve outage response, and the installation of air flow spoilers to reduce 888 

conductor galloping are all examples of work that would be captured under Blanket C3023. 889 

Q. What types of activities are funded by Blanket C3226? 890 

A. Blanket C3226, Emergency Work Distribution – Lines, covers the costs associated with 891 

emergency system repair. This is defined as work that has to be performed either due to customer 892 

service interruption or due to an immediate safety hazard to employees, customers or the general 893 

public.  Examples of safety hazards include a wire either hanging too low or on the ground or a 894 

pole that is broken and that either is on the ground or is in imminent danger of falling to the 895 

ground. 896 

Q. What types of activities are funded by Blanket C3227? 897 

A. Blanket C3227, Customer Requested Distribution Services – Line, covers the costs 898 

associated with the relocation or removal of overhead or underground facilities at the request of 899 

business or individual customers.  Reasons for the work may include relocations for companies 900 
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involved with expansions or renovations and relocations for individuals who are building near or 901 

under existing lines.  902 

Q. What types of activities are funded by Blanket C3170? 903 

A. Blanket C3170, Electric Meter Equipment, covers the cost of electric meter equipment 904 

purchases.  Each year the company purchases a large number of electric meters and the 905 

associated instrument transformers that are necessary for revenue billing. that are not only used 906 

to replace existing metering equipment that has failed or has otherwise reached the end of its 907 

useful life, but also to meet the needs of new business.  The initial installation costs are also 908 

included in this project.  909 

Q. What types of activities are funded by Blanket C3178? 910 

A. Blanket C3178, Distribution Substations (Design), covers the costs associated with minor 911 

upgrades and improvements to the Company’s distribution substation facilities. Typical projects 912 

included in this blanket are regulator or switch replacements due to overloading issues.  913 

Q. What types of activities are funded by Blanket C3221? 914 

A.  Blanket C3221, Government Relocations, covers the costs of relocations of electric lines 915 

and facilities along with other associated work involving the electric distribution system that 916 

have been requested by a government agency.  The utility relocation is necessary to facilitate a 917 

project originated by the government entity.  Typical examples of such projects include the 918 

widening, grading or paving of streets and highways. 919 

Q. What types of activities are funded by Blanket C3020? 920 

A. Blanket C3020, Distribution Substations (Condition based), covers the costs associated 921 

with minor equipment replacement or refurbishment at the Company’s distribution substation 922 
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facilities. This would typically include a switch or breaker replacement due to obsolescence and 923 

inability to obtain repair parts, or the replacement of a station service transformer due to an 924 

irreparable oil leak.  925 

VI. OPERATING EXPENSES 926 

Q. What are the major components of AIC's operating expenses included in the 927 

revenue requirement? 928 

A. Major components of AIC's operating expenses include Distribution Expenses (Operation 929 

and Maintenance), Customer Accounts Expenses (Operation), Customer Service and 930 

Informational Expenses (Operation) and Administrative and General (A&G) Expenses 931 

(Operation and Maintenance).  I discuss Distribution Expenses.  Ameren witness Mr. Getz 932 

discusses Customer Accounts Expenses and Customer Service and Informational Expenses and 933 

A&G Expenses.  Other components of AIC's operating expenses included in the revenue 934 

requirement, such as depreciation expense, taxes, regulatory debits and ratemaking adjustments 935 

are addressed in the testimony of Ameren witness Mr. Stafford. 936 

Q. Has Ameren Illinois functionalized operating expenses? 937 

A. Yes.  As with rate base items, operating expenses have been functionalized to determine 938 

the expenses to be included as part of AIC's delivery service expenses, as discussed in the 939 

testimony of Mr. Stafford.  Expenses functionalized as transmission expenses have been 940 

excluded.   941 

Q. What is the amount of Electric Distribution Operations and Maintenance (O&M) 942 

Expense included in the revenue requirement? 943 
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A. The amount of Electric Distribution O&M expense included in the revenue requirement 944 

is $197 million. 945 

Q. Have you reviewed the Electric Distribution O&M Expenses incurred in 2012? 946 

A. Yes.   947 

Q. Do you believe the 2012 Electric Distribution O&M Expenses were necessary and 948 

prudently incurred? 949 

A. Yes.  The 2012 Electric Distribution O&M Expenses were necessary to maintain safe and 950 

reliable electric delivery services and were prudently incurred.   951 

Q. Did any Electric Distribution O&M Accounts have an increase in expense in 2012 952 

greater than 10% when compared with 2011 expense? 953 

A.  Yes.  FERC Accounts 583, 584, 585, 587, 588, 590, 591, 592 and 598 had an increase in 954 

expense in 2012 greater than 10% when compared with 2011 expense.  In addition, FERC 955 

Account 580 had a 7% increase in expense in 2012 when compared with 2011 expense. 956 

Q. FERC Account 580 is for Operation supervision and engineering.  What types of 957 

activities generally are booked to this account?   958 

A.  Expenses in Account 580 were up by nearly $.4 million in 2012 compared to 2011, or 959 

6.8%.  The $6.2 million booked to FERC Account 580 in 2012 supports activities such as the 960 

cost of labor and expenses incurred in the general supervision and direction of the operation of 961 

the distribution system, including direct supervision of line, meter, and dispatch department 962 

operations.  Charges from distribution design engineering are also included in this account. 963 

Q. Were the 2012 costs booked to Account 580 reasonable and prudently incurred? 964 
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A.  Yes.  The majority of the increase in 2012 Account 580 expense in comparison to 2011 is 965 

due to an increase in labor to support meter changes and work associated with design including 966 

calculations, drawings, bid packages, design and material requirements.  There was also a 967 

smaller increase in training activities. 968 

Q. FERC Account 583 is for Overhead line expenses.  What types of activities generally 969 

are booked to this account?   970 

A.  Activities generally booked to FERC 583 include labor and material for circuit 971 

inspections, load test of voltage or other such equipment.  Expense in Account 583 was 972 

$10.3 million, up by more than $1.9 million in 2012, or 22.9% from 2011 expense.   973 

Q. Were the 2012 costs booked to Account 583 reasonable and prudently incurred? 974 

A.  Yes.  The majority of the increase in 2012 Account 583 expense in comparison to 2011 is 975 

due primarily to contractor work associated with increased operational activities related to 976 

reliability.   977 

Q. FERC Account 584 is for Underground line expenses.  What types of activities 978 

generally are booked to this account?   979 

A.  FERC Account 584 generally has the same activities as those in 583; however they 980 

support the underground distribution system instead of the overhead system.  The 2012 expense 981 

in FERC Account 584 of nearly $3 million was up by 48.8% from 2011 expense, or $.97 million. 982 

Q. Were the 2012 costs booked to Account 584 reasonable and prudently incurred? 983 

A.  Yes.  The majority of the $.97 million increase in 2012 Account 584 expense in 984 

comparison to 2011 is due to mainly to decreased customer contributions for new business and 985 
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customer relocations and increased union labor and contractor resources involved in switching 986 

activities, new business, reliability work, and government relocations.   987 

Q. FERC Account 585 is for Street lighting and signal system expenses.  What types of 988 

activities generally are booked to this account?   989 

A.  Activities for FERC 585 include the cost of labor, materials used and expenses incurred 990 

in either the operation of street lighting that is owned or leased by AIC or owned by customers 991 

where such work is done regularly as a part of the street lighting service agreement.  The expense 992 

in Account 585 increased by $.2 million, or 12.2% over the 2011 expense of $1.6 million.  AIC 993 

spent nearly $1.8 million in 2012. 994 

Q. Were the 2012 costs booked to Account 585 reasonable and prudently incurred? 995 

A.  Yes.  The majority of the increase in 2012 Account 585 expense in comparison to 2011 is 996 

due to AIC lighting work on either street or customers’ dusk-to-dawn night lights.  This includes 997 

both the labor to perform the work as well as the clerical support at the division level.  A smaller 998 

portion of the increase is also attributed to reliability inspections and treatments of utility poles.   999 

Q. FERC Account 587 is for Customer installations expense.  What types of activities 1000 

generally are booked to this account?   1001 

A.  Activities associated with customer installations generally include the labor and materials 1002 

to ensure the premise is ready for installation or connection of equipment (i.e. locating, clearing) 1003 

or in testing loads, or investigating complaints such as voltage or high bill concerns.  Expense in 1004 

Account 587 in 2012 was $3.7 million, a 10.3% increase from 2011 expense.   1005 

Q. Were the 2012 costs booked to Account 587 reasonable and prudently incurred? 1006 
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A.  Yes.  The majority of the $.35 million increase in 2012 for Account 587 expense in 1007 

comparison to 2011 is attributed to the transportation and labor costs for customer requested 1008 

work involving move-in and move-outs, temporary disconnections/reconnections, as well as 1009 

government relocation requests.  It is also attributable to power quality investigations resulting 1010 

from customer requests or in some instances, complaints.  1011 

Q. FERC Account 588 is for Miscellaneous distribution expense.  What types of 1012 

activities generally are booked to this account?   1013 

A.  This account is somewhat of a catch-all for activities that do not neatly or necessarily fit 1014 

into another specific group.  For example, it encompasses a variety of record keeping such as 1015 

ground resistance, joint pole, voltage and load, and service interruptions. It also includes 1016 

activities at distribution office buildings such as mowing, snow removals, and basic janitorial 1017 

work.  Expense in Account 588 was $24.2 million, an increase of $4.8 million or 24.5% from 1018 

2011 expense.   1019 

Q. Were the 2012 costs booked to Account 588 reasonable and prudently incurred? 1020 

A.  Yes.   The key drivers  of the $4.8 million increase in 2012 Account 588 expense in 1021 

comparison to 2011 are labor, legal and other professional services for activities associated 1022 

related to EIMA, inventory adjustments, and reliability work.. 1023 

Q. FERC Account 590 is for Maintenance supervision and engineering.  What types of 1024 

activities generally are booked to this account?   1025 

A.  This account includes the cost of labor and expenses incurred in the general supervision 1026 

and direction of maintenance of the distribution system.  Expense in Account 590 was up by 1027 

$.17 million or a 15.4% increase from 2011 expense.  2012 actual expense was $1.3 million. 1028 
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Q. Were the 2012 costs booked to Account 590 reasonable and prudently incurred? 1029 

A.  Yes.  The majority of the increase in 2012 Account 590 expense in comparison to 2011 is 1030 

due to increased general supervision labor and contractor engineering time associated with 1031 

construction operations. 1032 

Q. FERC Account 591 is for Maintenance of structures.  What types of activities 1033 

generally are booked to this account?   1034 

A.  The cost of labor, materials used and expenses incurred in maintenance of structures, the 1035 

book cost of which is includible in account 361, Structures and Improvements.  Expense in 1036 

Account 591 for 2012 was $2.7 million, the largest increase at 80.7% compared to 2011 expense.  1037 

This is an increase of $1.2 million from 2011 to 2012. 1038 

Q. Were the 2012 costs booked to Account 591 reasonable and prudently incurred? 1039 

A.  Yes.  The majority of the increase in 2012 Account 591 expense in comparison to 2011 is 1040 

due to an increase in grounds keeping work a portion of which was previously charged to 1041 

account 593 and increased substation building maintenance.  There was also an increase due to 1042 

substation equipment purchases for maintenance and reliability. 1043 

Q. FERC Account 592 is for Maintenance of station equipment.  What types of 1044 

activities generally are booked to this account?   1045 

A.  This account includes the cost of labor, materials used and expenses incurred in 1046 

maintenance of plant, the book cost of which is includible in account 362, Station Equipment 1047 

Expense.  Account 592 was up at $19.1 million or 21.6% from 2011 expense.  This is an increase 1048 

of $3.4 million over the previous year. 1049 

Q. Were the 2012 costs booked to Account 592 reasonable and prudently incurred? 1050 
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A.  Yes.  The majority of the increase in 2012 Account 592 expense in comparison to 2011 is 1051 

due to increased labor, materials and contractor costs to maintain the distribution substation 1052 

equipment. 1053 

Q. FERC Account 598 is for Maintenance of miscellaneous distribution plant.  What 1054 

types of activities generally are booked to this account?   1055 

A.  This account includes activities associated with the maintenance of miscellaneous 1056 

distribution property not provided elsewhere.  Expense in Account 598 was up by 32.8%, or 1057 

$.88 million from 2011 expense.  AIC booked nearly $3.6 million in FERC Account 598 in 1058 

2012. 1059 

Q. Were the 2012 costs booked to Account 598 reasonable and prudently incurred? 1060 

A.  Yes.  The majority of the increase in 2012 Account 598 expense in comparison to 2011 is 1061 

due to activity associated with general maintenance and repairs to company buildings, as well as 1062 

engineering for facilities of HVAC, roofing, paving, and electrical systems.   1063 

VII. CONCLUSION 1064 

Q. Does this complete your direct testimony? 1065 

A. Yes it does.1066 
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APPENDIX 

STATEMENT OF QUALIFICATIONS 
RONALD D. PATE 

 I received a B.S. in Business Management from Southern Illinois University in 1976.  I 

also received an Executive Leadership Degree from the University of North Carolina, Chapel 

Hill in 2003.  I joined Illinois Power Company d/b/a AmerenIP (now Ameren Illinois) as a gas 

journeyman in 1978.  I have previously held positions of Gas Superintendent, Senior Director - 

Gas Delivery, Vice President - Delivery System Operations & Development, Vice President 

Asset Performance and Compliance Management, Director, Energy Delivery Integration and 

Support Services, Director of Regional Operations, and Vice President - Utility Operations.  In 

my current position, I am responsible for the oversight and support of all gas and electric field 

operations, including emergency response, operations, engineering design, construction, and 

metering for Ameren Illinois. 


