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I. INTRODUCTION 8 

A. Witness Identification 9 

 Please state your name and business address. Q.10 

 My name is Marla J. Langenhorst, and my business address is 1901 Chouteau Avenue, A.11 

PO Box 66149, St. Louis, Missouri 63166-6149. 12 

 By whom are you employed and in what capacity? Q.13 

 I am employed by Ameren Services Company (AMS) as Director, Total Rewards.  In this A.14 

capacity, I am responsible for the strategy, design, delivery and administration of pay and benefit 15 

programs at Ameren.   16 

 Please describe your educational and relevant work experience. Q.17 

 See my Statement of Qualifications, attached as an Appendix to this testimony. A.18 
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B. Purpose, Scope and Identification of Exhibits 19 

 What is the purpose of your rebuttal testimony? Q.20 

 The purpose of my rebuttal testimony is to respond to the direct testimony of Illinois A.21 

Commerce Commission (Commission) Staff witness, Mr. Daniel G. Kahle concerning his 22 

adjustment to AIC’s forecasted non-union wages for its natural gas utility. 23 

 Are you sponsoring any exhibits in support of your testimony? Q.24 

 Yes.  I am sponsoring Ameren Exhibit 27.1, Historical Non-Union Wage Increases, A.25 

which shows the actual annual non-union wage increases for Ameren Illinois Company d/b/a 26 

Ameren Illinois (AIC or the Company) and AMS from 2007 to date. 27 

II. RESPONSE TO STAFF WITNESS, MR. DANIEL G. KAHLE 28 

 Are you generally familiar with the subject matter of this proceeding? Q.29 

 Yes.  It is my understanding this proceeding concerns the request that AIC has filed with A.30 

the Commission to approve an increase in AIC’s natural gas delivery rates. 31 

 Are you generally familiar with the concept of a future test year and the test year Q.32 

that AIC has selected for this proceeding? 33 

 Yes.  As I understand it, the Commission allows utilities to base requests for rate A.34 

increases on a 12 month period of forecasted data called a future test year.  As I understand it, 35 

AIC has selected to base its pending request for a gas rate increase on forecasted costs for 2014. 36 
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Q. Are you generally familiar with the level of non-union wages that AIC has 37 

forecasted for 2014 for its natural gas utility in this proceeding? 38 

 Yes.  It is my understanding based on my review of the Company's response to Staff data A.39 

request DGK 13.02 that AIC’s forecasted amount of 2014 non-union natural gas payroll expense 40 

is approximately $48 million.  41 

 What do you understand to be the various components of non-union wages included Q.42 

in that amount of forecasted payroll expense? 43 

 The various components of non-union wages that factor into the amount of forecasted A.44 

payroll expense for a given year include management exempt and non-exempt employee base 45 

wages as well as the Ameren Leadership Team (ALT) executives base wages.  Furthermore, the 46 

amount includes increases in pay due to merit increases, promotions, pay adjustments, and 47 

classification changes.  48 

 What do you understand to be the assumptions concerning percentage increases for Q.49 

those components of non-union wages that AIC included in its test year forecast? 50 

 The assumption for the non-union wage increase percentages in the test year forecast for A.51 

management employees are that merit increases will total 3%, and all other increases, such as 52 

promotions, pay adjustments, and classification changes, will total 1% (1.5% for ALT-level 53 

changes), resulting in an overall approximate 4.00% increase to non-union wages.    54 

 Why do you feel you are qualified to provide opinions on the reasonableness of Q.55 

AIC’s forecasted level of non-union wages? 56 

 Based on my experience and expertise, I am qualified to provide opinions on the A.57 

reasonableness of the forecasted levels.  I have reviewed and understand the methodology in 58 
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determining the forecasted levels and am confident that the process is consistent with common 59 

and best practice compensation policies throughout the industry.  Furthermore, I am familiar 60 

with both the market-based trends and historical data supporting the forecasted amounts and am 61 

confident the data is accurate and sound. 62 

 Please describe your department’s role in developing the assumptions underlying Q.63 

the forecasted level of non-union wages. 64 

 The role of the compensation function is to analyze our own historical data related to A.65 

merit and other pay adjustments as well as comprehensive market survey data and best practice 66 

compensation policies.  Based on that analysis, a recommendation is made for forecasted non-67 

union wage increase percentages. 68 

Q. Please describe how the 3.00% non-union wage increase assumption for merit 69 

adjustments was developed. 70 

 To develop the annual 3.00% merit budget recommendation, Ameren relies on A.71 

comprehensive third-party survey data.  For a number of years, we have utilized anywhere from 72 

4 to 8 reliable, well-known, third party survey sources to establish a competitive data point for 73 

consideration.  For the purpose of developing the merit budget for 2014, we relied on salary 74 

budget surveys from WorldatWork, Corporate Leadership Council, AonHewitt, Hay Group, and 75 

EmpSight International.  In the past, we have also used sources such as Culpepper Compensation 76 

Surveys and Practices, Buck Consulting and Mercer.  Using a variety of sources is considered a 77 

best practice as it reduces over-reliance on a single data point.   78 

At the time, the most recent data available from the relevant surveys was 2013, and it 79 

shows the following average salary budget estimates: 80 
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SOURCE 

NO. OF 
COMPANIES 
RESPONDING 

2013 SALARY 
BUDGETS 

WorldatWork 2150 3.% 

CLC Ad Hoc Survey 25 2.9% 

HayGroup Not Available 3% 

AonHewitt 1350 3% 

EmpSight International 94 3% 

These reports confirm that a 3% merit increase is in line with the market and our own needs 81 

based on historical analysis.   82 

I would point out that the salary survey data and merit increase survey data on which the 83 

Company relies are very extensive and a trusted resource for developing budget forecasts 84 

throughout the industry.  For that reason, AIC agreed to make that data available on the 85 

Company’s premises for Staff and the intervening parties’ review.  (See AIC response to AG 86 

7.09(d) and (f).)  It is my understanding, however, that neither Staff nor any party to this 87 

proceeding has requested to review that information.    88 

 Do you have any additional comments related to the 3.00% merit increase Q.89 

assumption? 90 

 Yes.  In addition to the above, it is important to recognize in the context of this discussion A.91 

that Ameren Corporation (Ameren) uses a market-based pay system to establish pay for each of 92 

its non-union roles.  To support this system, Ameren uses reliable, third-party market data to 93 

determine competitive compensation levels for each position, thus ensuring that the Company’s 94 

compensation costs are prudent and reasonable.  Each year, AIC participates in numerous salary 95 

surveys with third-party consulting firms such as Mercer HR Consulting, Towers Watson, and 96 
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AonHewitt.  AIC, along with many peer companies, submits data regarding the compensation 97 

package (base, incentive, total compensation, etc.) of incumbents in specific positions defined by 98 

the surveys.  The consulting firms review this information carefully and follow-up to ask 99 

questions and validate the information. They then analyze the data and develop detailed reports 100 

that help companies understand the compensation package for each of the reported positions.  101 

Data is reported in aggregate and also is broken down by factors such as revenue, geographic 102 

location, and discipline.  The rigorous process that we engage in to obtain valid market data and 103 

to apply that information ensures that AIC’s compensation costs are prudent and reasonable 104 

while being market competitive.  This market-based pay practice allows AIC to attract and retain 105 

solid employee talent, which ensures continuity of service for customers. 106 

In sum, AIC’s non-union wages are at the median of the market, and a 3.00% merit 107 

increase is reasonable and appropriate to ensure the market-based pay philosophy can be 108 

managed effectively.  Ameren believes that providing our non-union employees with anything 109 

less than a 3.00% increase would hamper our ability to attract and retain the appropriate talent 110 

needed to run our business at a high level.  Please note that while the 3.00% merit increase is a 111 

comprehensive AIC merit rate increase, individual employee merit adjustments are determined 112 

by each leader, taking into consideration factors such as performance, time in role, and current 113 

pay relative to the market rate. 114 

 Please describe how AIC developed the 1.00% non-union wage increase assumption Q.115 

(1.5% for ALT-level positions) for all other adjustments. 116 

 Regarding the additional 1% (1.5% for ALT-level positions) for pay adjustments for all A.117 

other reasons (including promotions, pay adjustments, and classification changes), the 118 

recommended budget increase was developed using internal historical trends.  Such adjustments 119 
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are necessary to ensure that employees are willing to accept promotions, transfers and 120 

classification changes within the organization.   At the ALT level, the historical trend has been 121 

somewhat higher, and it was determined that 1.5% was a more appropriate reflection of AIC's 122 

need based on historical data.  ALT-level roles are critical leadership roles where retention and 123 

performance are key to achieving business initiatives and customer satisfaction.  AIC must have 124 

the funds available for such adjustments to ensure continuity of operations.   125 

Q. Is AIC’s approach to forecasting non-union wage increases reasonable? 126 

 Yes.  The combined total budget increase of 4% – consisting of 3% merit pay increase, A.127 

and 1% (1.5% for ALT-level roles) for all other adjustments – is reasonable and appropriate.  As 128 

explained, AIC's approach is based on actual historical data as well as comprehensive, validated 129 

market data.  Furthermore, AIC's approach is common in the market and is a recognized 130 

compensation practice among our peers within the industry.  I note that the Company employed 131 

the same projection in its last gas rate case, Docket No. 11-0282.  It is my understanding that no 132 

party contested, and the Commission approved the projected level of expense in that case.   133 

 Have you reviewed Mr. Kahle’s adjustment to AIC’s forecasted 2014 non-union Q.134 

wages? 135 

 Yes.  I have reviewed the portions of Mr. Kahle's direct testimony that concern his A.136 

adjustment to AIC's forecasted non-union wages (ICC Staff Ex. 2.0, lines 295-331). 137 

Q. What adjustment to AIC’s test year level of non-union wages does Mr. Kahle 138 

propose? 139 

 Mr. Kahle proposes to reduce AIC’s rate base and operating expenses to reflect increases A.140 

in non-union wages of 2.28% for each year, 2013 and the test year, rather than the 4.00% 141 



Ameren Exhibit 27.0 
Page 8 of 12 

increases AIC projected for each year.  Mr. Kahle claims application of a 2.28% rate of increase 142 

adjusts AIC’s test year non-union wages to a “more reasonable amount.”     143 

Q. Did you review any other materials in preparing your rebuttal testimony in 144 

response to Mr. Kahle’s adjustment to non-union wages? 145 

 Yes.  In addition to the specific lines of Mr. Kahle’s direct testimony noted above, I A.146 

reviewed AIC’s responses to discovery regarding its non-union wages forecast that I sponsored, 147 

specifically AIC’s responses to data requests DGK 7.02 and AG 7.09 submitted in this docket, as 148 

well as AIC's response to data request BAP 2.11 submitted in AIC's pending electric formula rate 149 

update proceeding (ICC Docket No. 13-0301).  Furthermore, I reviewed the results of the 2013-150 

2014 World at Work Salary Budget Survey published June 25, 2013.  Every year, we study and 151 

analyze salary planning data from various sources including, but not limited to, the WorldatWork 152 

Salary Budget Survey, Buck Consulting, the CLC Ad Hoc Salary Budget Survey, the Hay Group 153 

salary planning figures for the general industry and utility industry, the AonHewitt Salary 154 

Planning survey and the EmpSight International Salary Increase Analysis survey.  Lastly, I 155 

reviewed the rebuttal testimony of AIC witness, Mr. Michael J. Getz, who also responds to Mr. 156 

Kahle’s adjustment to the Company’s test year non-union wage expense. 157 

Q. Do you agree with Mr. Kahle’s adjustment? 158 

 No.  Mr. Kahle bases his adjustment on two considerations: (1) the Survey of A.159 

Professional Forecasters’ November 2010 Consumer Price Index (CPI) long-run inflation rate 160 

projection for the years 2012-2016; and (2) an average of Ameren’s actual non-union wage 161 

increases for the years 2009-2012.  For the reasons discussed below and by Mr. Getz in his 162 

rebuttal testimony, Mr. Kahle's reliance on the CPI is misplaced.  Additionally, Mr. Kahle's 163 

average is erroneously derived from Ameren corporate-wide historical data.   164 
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 Please explain how Mr. Kahle derived his average. Q.165 

 Mr. Kahle averages Ameren’s actual non-union wage increases for 2009-2012, deriving A.166 

an average increase of 2.8%, based on historical trend data provided to Staff in response to DGK 167 

7.02 and included in Attachment E to Mr. Kahle's direct testimony.  That data is Ameren 168 

corporate-wide data, however, and not AIC-specific data.   169 

Q. Do you agree with Ameren witness Mr. Getz that Staff’s reliance on the CPI for the 170 

basis for his adjustment is misplaced? 171 

 Yes. A.172 

Q. Why would it not be appropriate for AIC to use the CPI to forecast its expected 173 

increase in non-union wages? 174 

 While the CPI may be a factor to consider in developing a wage increase for employees, A.175 

it should not be the sole determinant of a wage increase.  In fact, the September 2011 Workspan 176 

article “What to Consider When Setting your Merit Budget” points out that “one of the many 177 

objectives organizations have for their merit pools is to keep employees at least 'whole' with 178 

inflation.”  But the article continues on to say that there are other objectives to be considered as 179 

well, as a part of any good merit budget decision.  The reality is that setting an appropriate merit 180 

budget recommendation depends on a blend of influences.  “The most obvious measures include 181 

salary survey information and turnover.  With today’s salary surveys you can determine with 182 

impressive precision exactly how far from the market your organization is paying for specific 183 

jobs.  You can use this data to model the delta between your current workforce payroll and a 184 

similar profile of jobs in the marketplace.”  (Workspan, 9/11, p.1.)  It is this kind of information 185 

that is an integral part of AIC’s budget-setting process for non-union employee wage increases. 186 
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Another Workspan article from November 2008, “Why CPI-Based Pay Policies Are Not 187 

the Answer," suggests that “pay policies linked to the CPI distract organizations from the 188 

primary focus of pay policies,” which is to attract, retain and motivate employees.  In fact, it 189 

would not allow AIC to effectively attract, retain and motivate employees to accomplish business 190 

goals, nor to provide resources to positions that may have fallen behind the respective labor 191 

markets, or to reward high performers that are critical to an organization’s success.  These 192 

factors are at least as important, if not more important, than the CPI in determining an 193 

appropriate budget for AIC. 194 

Q. Do you agree with Mr. Getz that Staff's use of historical data to justify the use of the 195 

CPI rate is flawed?  196 

 Yes.  Mr. Kahle averages Ameren’s actual non-union wage increases for 2009-2012, A.197 

deriving an average increase of 2.8%.  He appears to suggest this supports his CPI-based 198 

adjustment.  (ICC Staff Ex. 2.0, pp. 16-17.)  The historical trend data relied upon by Mr. Kahle, 199 

which was provided to Staff in response to DGK 7.02, is Ameren corporate-wide data, however, 200 

and not AIC specific data.  As Mr. Getz observes, Mr. Kahle also includes an outlier year of non-201 

union wage data in his averaging calculation.  In addition, Mr. Kahle appears to discount the 202 

non-union wages AIC has already incurred in 2013.   203 

Q. Has AIC provided historical trend data that more accurately measures AIC's actual 204 

increases in non-union wages? 205 

 Yes.  Ameren Exhibit 27.1, Historical Non-Union Wage Increases, contains AIC and A.206 

AMS non-union wage increases for 2007-2012.  It also contains the actual increase in AIC and 207 

AMS non-union wages in 2013 to date.  The document reflects that 2010 is an outlier year in 208 

terms of AIC wage adjustments.  AIC also provided data on the actual increases to AIC and 209 
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AMS non-union wages in response to AG 7.09 in this proceeding and in response to BAP 2.11 in 210 

its electric formula rate update proceeding (ICC Docket No. 13-0301).   211 

Q. Why is the non-union wages AIC incurred in 2010 not representative of the non-212 

union wages AIC expects to incur in 2014? 213 

 The 2010 relatively flat level of non-union wage increase was the result of a corporate-A.214 

wide utilization of a 0% merit increase based on overall Ameren financial performance due to 215 

external economic conditions existing at the time.  Additionally, the .6% increase for other than 216 

merit adjustments in 2010 was significantly less than the 1% that is typically spent for such 217 

adjustments.   218 

Q. Is AIC's non-union wage expense in 2013 to date reflective of AIC's forecasted 219 

4.00% increase? 220 

 Yes.  Mr. Kahle’s historical average does not consider either the expected increase for A.221 

2013 or AIC's actual non-union wage expense in 2013 to date.   The Company’s Schedule G-5 222 

plainly states, “Non-union wages are primarily effective in April of each year.”  (AIC Sch. G-5, 223 

p. 7; ICC Staff Ex. 2.0, Attach. C (emphasis added).)  In other words, the 2013 percentage is a 224 

year-to-date number and not an annualized projection.  Ameren Exhibit 27.1 shows that AIC's 225 

and AMS's non-union wages are already up 3.58% in 2013.  This amount reflects only a partial 226 

year—through June 15, 2013—and does not include pay adjustments or promotions throughout 227 

the entire year.  AIC anticipates that the full-year 2013 non-union wage increase for AIC and 228 

AMS will be greater than 3.6% and remains forecasted to be at or above 4% by end of year 2013.   229 
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Q. Why is it more accurate to rely on the historical data in Ameren Exhibit 27.1 in 230 

forecasting a 2014 level of non-union wages? 231 

 In this instance, the historic trend of the level of non-union wages AIC actually incurs is a A.232 

more accurate and reliable indicator of total future non-union wage expense than the CPI.  AIC’s 233 

history of non-union wage increases is a solid track record regarding the ongoing needs of the 234 

organization to maintain its long-term workforce.  Utilizing a different system of establishing 235 

pay increases also runs afoul of ensuring an effective market-based pay system, established 236 

competitive pay practices, and attracting the talent needed to achieve goals and customer 237 

satisfaction.  To that end, our pay for performance philosophy has remained consistent over the 238 

years, and continuing this into 2014 enables the Company to effectively reward performers for 239 

their expertise and contributions and support the mission of our Company. 240 

 Why is it important for AIC to effectively reward employees (including top Q.241 

performers) in this manner?  242 

 It is critical for AIC to offer compensation, including merit increases and other pay A.243 

adjustments, that will allow it to both attract and retain entry-level and experienced employees.  244 

AIC’s ability to motivate and reward its employees for superior performance ensures the 245 

Company does just that.  Ultimately, a competent, stable, focused and motivated workforce is 246 

critical to providing excellent service to our customers.  247 

III. CONCLUSION 248 

 Does this conclude your rebuttal testimony? Q.249 

 Yes, it does.A.250 
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APPENDIX 

STATEMENT OF QUALIFICATIONS 
MARLA J. LANGENHORST 

  My name is Marla J. Langenhorst. My business address is One Ameren Plaza, 

1901 Chouteau Avenue, St. Louis, Missouri, 63103. I am employed by Ameren Services 

Company as Director, Total Rewards. As Director of Total Rewards, I am responsible for 

overseeing the strategy, design and delivery of broad-based compensation and benefit programs 

for Ameren and its subsidiary companies.  This includes qualified, non-qualified and executive 

benefit programs such as pension, 401(k), medical, employee wellness and life insurance, along 

with market-based pay, short-term incentive plans; performance management; human resource 

strategy planning; human resources technology strategy planning; and other HR, compensation 

and benefits-related responsibilities. 

 I received my Bachelor of Science degree in Education, in 1991 from Southern Illinois 

University in Carbondale, Illinois, and a Masters in Business Administration in 2011, from the 

same university. In addition to my academic training, I have over twenty years of experience in 

employee benefits and human resources-related activities, in roles of increasing scope and 

responsibility throughout this time period.  I have attended many continuing education programs 

related to human resources, benefits and compensation. I obtained a Senior Professional in 

Human Resources (SPHR) certification in 2005 from the Society of Human Resources 

Management and I continue to maintain this certification today. 

 I began my professional career as a Benefits Analyst in Ameren’s Employee Benefits 

Department in 1992, providing analysis and design support for qualified, non-qualified and 

executive benefit programs.  I continued in this role until 1996, when I became a Supervisor in 
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Employee Benefits, overseeing the healthcare and life insurance benefits.  In 1998, I became 

General Supervisor, and in 2000, I was named Manager of the department.  I continued in the 

Employee Benefits Manager role until 2011, and during that time led many strategic projects, 

including the HR and benefits integration project for the CILCO and Illinois Power acquisitions. 

 In 2011, I was named Manager (now Director) of Total Rewards and responsible for 

broad-based compensation programs and employee performance, in addition to my benefits role.  

Details of the broad-based compensation responsibilities include overseeing compensation 

strategy, design and delivery, including the annual short-term incentive plans for non-executive 

management and bargaining unit employees, administration of the annual pay and performance 

process (merit and short-term incentive awards), market pricing processes and system 

maintenance, and technology interface administration. I also oversee the administration and 

vendor relationship of Ameren’s compensation planning system and lead the President’s 

Performance Leadership Award and other recognition programs, among other compensation 

related activities. 
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