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ILLINOIS COMMERCE COMMISSION 1 

DOCKET No. 13-0301 2 

REBUTTAL TESTIMONY OF 3 

RONALD D. PATE 4 

Submitted On Behalf Of 5 

Ameren Illinois 6 

 INTRODUCTION AND WITNESS QUALIFICATIONS I.7 

Q. Please state your name and business address. 8 

 My name is Ronald D. Pate.  My business address is 370 South Main Street, Decatur, A.9 

Illinois 62523. 10 

Q. Are you the same Ronald D. Pate who sponsored direct testimony in this 11 

proceeding? 12 

 Yes, I am. A.13 

 PURPOSE AND SCOPE II.14 

Q. What is the purpose of your rebuttal testimony? 15 

 The purpose of my rebuttal testimony is to respond to the direct testimony of Illinois A.16 

Commerce Commission (Commission or ICC) Staff witness Ms. Theresa Ebrey on her 17 

adjustments to Account 588, Miscellaneous Distribution Expense. 18 

Q. What exhibits are you sponsoring with your rebuttal testimony? 19 

 I am sponsoring the following exhibits: A.20 
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• Ameren Exhibit 11.1:  Account 588 Relocation Expenses 21 

• Ameren Exhibit 11.2:  Account 588 Individual Employee Expenses 22 

 RESPONSE TO STAFF WITNESS MS. EBREY III.23 

Q. Have you reviewed the direct testimony of Commission Staff (Staff) witness Ms. 24 

Ebrey? 25 

 Yes.  I reviewed the portions of Ms. Ebrey's direct testimony (lines 352-427) on her A.26 

adjustments to Account 588, Miscellaneous Distribution Expense.  I also reviewed her Schedule 27 

1.11, which shows the detailed amount that she proposes for disallowance. 28 

Q. As Vice President Operations and Technical Services, are you generally familiar 29 

with the types of expenses AIC charged to Account 588 in 2012? 30 

 Yes. A.31 

Q. Did you discuss AIC's 2012 Account 588 expenses in your direct testimony in this 32 

proceeding? 33 

 Yes.  My direct testimony (Ameren Ex. 3.0) provided support for the electric plant A.34 

investment included in year-end 2012 rate base and the projected electric plant additions planned 35 

for 2013.  My direct testimony also provided support for the electric distribution expenses AIC 36 

incurred in 2012, including the expenses charged to Account 588. 37 

Q. Did you identify the increase in Account 588 in your direct testimony? 38 

 Yes.  In my direct testimony, on lines 1114-1119, I stated, "This account is somewhat of A.39 

a catch-all for activities that do not neatly or necessarily fit into another specific group.  For 40 

example, it encompasses a variety of record keeping such as ground resistance, joint pole, 41 
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voltage and load, and service interruptions.  It also includes activities at distribution office 42 

buildings such as mowing, snow removals, and basic janitorial work.  Expense in Account 588 43 

was $24.2 million, an increase of $4.8 million or 24.5% from 2011 expense."  I also testified the 44 

2012 expenses charged to Account 588 were reasonable and prudently incurred and I indicated, 45 

"The key drivers of the $4.8 million increase in 2012 Account 588 expense in comparison to 46 

2011 are labor, legal and other professional services for activities associated [with and] related to 47 

EIMA, inventory adjustments, and reliability work."   48 

Q. Your direct testimony on Account 588 referenced EIMA.  What is EIMA? 49 

 As I mentioned in my direct testimony (lines 114-117), "Ameren Illinois elected to A.50 

participate in Illinois' infrastructure program under the Energy Infrastructure and Modernization 51 

Act (EIMA).  Illinois' infrastructure investment program requires a substantial amount of capital 52 

investment over the next ten years to upgrade and modernize the electric distribution network 53 

and install 'smart grid' technology."  As I understand it, the purpose of this filing is to update 54 

AIC's performance-based formula rate, through which AIC recovers all of its electric delivery 55 

service costs, to account for actual increases in 2012 electric delivery service costs and 56 

incremental plant additions expected to be placed in service by the end of 2013. 57 

Q. Is AIC's electric formula rate recovering just the costs associated with AIC's 58 

infrastructure investment program commitments under EIMA? 59 

 No.  A participating utility recovers all of its electric delivery costs through its formula A.60 

rate, apart from any electric delivery service costs that already are being recovered through a 61 

separate rider mechanism, assuming the utility remains eligible to annually update the 62 
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performance-based formula rate tariff.  There is no separate rider, rate or charge to recover just 63 

the costs that AIC incurs because of its investment commitments under EIMA.   64 

Q. Are you familiar with the purpose of this proceeding? 65 

 Yes.  My understanding is this proceeding is the annual update and reconciliation of A.66 

AIC's performance-based rate tariff –Modernization Action Plan – Pricing, or Rate MAP-P. 67 

Q. What is the "Modernization Action Plan"? 68 

 The Modernization Action Plan or MAP is the name of AIC's ten-year infrastructure A.69 

investment program under EIMA.  AIC was required to submit the MAP to the Commission 70 

within 60 days of filing Rate MAP-P.  AIC's MAP contains the plan, including scope, schedule 71 

and staffing, to satisfy the infrastructure investment program commitments under EIMA.  Each 72 

year, no later than April 1, AIC is required to submit to the Commission any updates to MAP, a 73 

schedule for the next calendar year, the expenditures made for the prior calendar year and 74 

cumulatively, and the number of full-time equivalent (FTE) jobs created for the prior calendar 75 

year and cumulatively.  AIC submitted its first updates to MAP on April 1, 2013. 76 

Q. What is your understanding of the standard of review of costs recovered through 77 

Rate MAP-P? 78 

 It is my understanding Rate MAP-P "shall" "[p]rovide for the recovery of the utility's A.79 

actual costs of delivery services that are prudently incurred and reasonable in amount consistent 80 

with Commission practice and law.  The sole fact that a cost differs from that incurred in a prior 81 

calendar year or that an investment is different from that made in a prior calendar year shall not 82 

imply the imprudence or unreasonableness of that cost or investment."   83 
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Q. Besides the information you provided in your direct testimony, did you – or other 84 

AIC employees in Operations – provide additional information on the increase to Account 85 

588 Miscellaneous Distribution Expense in AIC's responses to data requests? 86 

 Yes.  In response to data request AG 2.07, which I sponsored, AIC provided a breakdown A.87 

of monthly charges to Account 588 by resource type and Resource Management Center (RMC) –88 

the organizational unit responsible for the resources involved with the charge or who is 89 

performing the work – for 2011 and 2012 and identified the six resource types that largely 90 

accounted for the increase in Account 588 expense in 2012.  In addition, in response to data 91 

requests issued by Staff, AIC provided additional information on certain Account 588 expenses 92 

discussed in the response to AG 2.07.   93 

Q. What adjustments to Account 588 does Ms. Ebrey recommend? 94 

 Ms. Ebrey proposes four specific adjustments to Account 588 expense.  In total, she A.95 

seeks to disallow approximately $1.3 million in electric operating expense.  Her adjustments are: 96 

• $550,000 to remove what she calls "excessive relocation costs"; 97 

• $246,000 to remove what she calls "unallowable advertising costs"; 98 

• $183,000 to remove what she calls "unsupported economic consulting services"; and 99 

• $304,000 to remove what she calls "unsupported 'Individual Expenses.'" 100 

Q. Does Ms. Ebrey make any other recommendations regarding Account 588 expense? 101 

 Yes.  Ms. Ebrey believes "it is important for the Commission to be aware of the A.102 

incremental costs the Company is incurring that are in addition to those specifically authorized 103 

and mandated by EIMA."  (ICC Staff Ex. 1.0, lines 422-424.)  She suggests that AIC "provide in 104 
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its rebuttal testimony, the details of all increased costs that are not directly mandated by EIMA, 105 

including explanations for their necessity."  (ICC Staff Ex. 1.0, lines 425-427.) 106 

Q. Will you be addressing all of Ms. Ebrey's Account 588 adjustments? 107 

 No.  My rebuttal testimony will respond to only Ms. Ebrey's adjustment to remove A.108 

Account 588 relocation costs, economic consulting fees and individual expenses.  Ameren 109 

witness Mr. Tucker Kennedy (Ameren Ex. 14.0) will respond to Ms. Ebrey's adjustment to 110 

remove Account 588 communication expenses.  111 

Q. Will you be addressing Ms. Ebrey's suggestion that AIC account for increased or 112 

incremental costs resulting from MAP and the Company's participation in EIMA? 113 

 Yes.  Ameren witness Mr. Michael Getz (Ameren Ex. 10.0) identifies 2012 incremental A.114 

and 2013 EIMA/MAP capital expenditures and plant additions, 2012 O&M expenses charged to 115 

EIMA/MAP projects, and other miscellaneous O&M expenses in Account 588 that increased in 116 

2012 or were the result of AIC's participation in EIMA.  My testimony will provide further 117 

support for the necessity of these costs in providing electric delivery service.   118 

Q. Does AIC agree with Ms. Ebrey's recommended disallowances to Account 588 119 

expenses? 120 

 No.  For the reasons discussed in my rebuttal testimony and the rebuttal testimony of A.121 

Ameren witness Mr. Kennedy, the costs proposed for disallowance are supported, were 122 

prudently incurred, and are reasonable in amounts.  Staff should withdraw its adjustments on 123 

rebuttal. 124 
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A. Response to Staff Witness Ms. Ebrey on Relocation Expenses 125 

Q. Do you consider relocation expenses to be a typical expense incurred by AIC in any 126 

given year? 127 

 Yes.  Relocation expenses are ordinary and recurring expenses that AIC incurs in support A.128 

of electric delivery services.  These expenses fluctuate annually depending on the number and 129 

level of hires/transfers and their respective eligibility for relocation.   130 

Q. Are you generally familiar with the criteria that determine the eligibility of an 131 

employee to receive reimbursement for relocation expense? 132 

 Yes.  I am generally familiar with Ameren Corporation's (Ameren) policies, which set A.133 

forth the criteria that determine the eligibility of an employee for relocation and reimbursement.  134 

Ameren did a full review of its program in late 2009 when it changed relocation service 135 

providers.  Since that time, Ameren has routinely matched up its program against other large, 136 

local employers, utility peers, and the real estate market outlook.   137 

Q. Why does AIC consider it important to reimburse eligible employees for relocation 138 

services? 139 

 Reimbursement of relocation expenses is a necessary investment to compete for, attract, A.140 

acquire and place the right talent in open positions that will maintain a highly skilled workforce, 141 

so that AIC can better meet customer demands and provide the delivery services they require. 142 

Q. What is Ameren's average per relocate cost? 143 

 Ameren's relocation expenses are driven by the benefits provided in the tiers (home sale, A.144 

purchase costs, etc.) and household size (family size, domicile type, etc.).  Our relocation 145 
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expenses run from $10,000 to $20,000 for a New Professional tier and $50,000 to $60,000 for an 146 

Experienced Professional tier for Ameren Illinois.  It is also not unusual for expenses (and any 147 

credits) to be recorded in two financial years due to the long time frame of the relocation process, 148 

including the time lag that occur between the purchase and sale of a relocated employee's home.  149 

As a result, the relocation expenses recorded in Account 588 for any given year may not 150 

represent the total reimbursement benefit received from a relocated employee.   151 

Q. How do Ameren's relocation benefits compare to other employers? 152 

 Most large employers cover the same provisions that the Ameren plans cover.  Relocation A.153 

costs such as home sale expenses are impacted by cost of living differences between 154 

geographical regions, so it isn't unusual to see a wide variety of costs even when the provisions 155 

between companies are the same.  Ameren, for the most part, recruits employees that are 156 

Midwest-based, so our average home price is significantly lower than what Altair (our relocation 157 

vendor) sees in its book of business.  When we looked at the limits for the loss on sale provision, 158 

we specifically consider that Missouri and Illinois real estate market lost on average 10% of its 159 

value.  We also looked at the average price of homes going through the relocation tiers and set 160 

ceilings based on the average home prices we see going through the program. 161 

Q. Does Ms. Ebrey agree that, generally speaking, expenses AIC incurs to relocate a 162 

new hire or internal transfer are expenses that can be recoverable in delivery service rates? 163 

 Yes.  In response to AIC-Staff 6.01 and 6.02, Ms. Ebrey states that she agrees that, A.164 

generally speaking, the expense that a utility incurs to relocate a new hire or internal employee 165 

can be a prudent expense that is recoverable in rates, provided the record demonstrates the 166 

expense was prudently incurred and reasonable in amount.   167 



Ameren Exhibit 11.0 
Page 9 of 24 

  
Q. Has Ms. Ebrey identified any prior Commission order that disallowed relocation 168 

expenses as imprudent or unreasonable in amount? 169 

 No.  Ms. Ebrey did not identify any prior Commission order in her testimony in support A.170 

of her adjustment and confirmed in response to data request AIC-Staff 6.05 that she did not rely 171 

on previous Commission orders when formulating her opinions. 172 

Q. Why did Account 588 relocation expense increase from 2011 to 2012? 173 

 The amount of relocation expenses in any given year is largely a function of the positions A.174 

that are filled that year by new hires and transferred employees who are eligible for relocation 175 

reimbursement, and the amount of relocation reimbursement each employee is eligible for based 176 

on the applicable relocation reimbursement program.  In this instance, the increase in Account 177 

588 relocation expense in 2012 can be attributed to AIC's increased hiring and internal transfers 178 

in 2012 to perform necessary electric distribution work.  Ameren Exhibit 11.1 identifies the titles 179 

of the open electric distribution positions that were advertised and filled in 2012 by new hires 180 

and internal transfers who were eligible to receive relocation expenses.  The amount each 181 

eligible employee received would have been a function of the employee's specific situation and 182 

the applicable reimbursement program.  Ameren Exhibit 11.1 also identifies the electric 183 

distribution work that was the primary driver for the open position.  In addition, Ameren Exhibit 184 

11.1 identifies the relocation "tier" for each employee, the amount of relocation reimbursement 185 

each new employee received in 2012, based on the applicable reimbursement program and the 186 

employee's specific situation, and the final relocation reimbursement for each employee, which 187 

would have included credits for home sales and additional expenses recorded outside of 2012. 188 
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Q. What were the "workforce drivers" that caused AIC to advertise and fill open 189 

positions in its electric distribution workforce? 190 

 As shown in Ameren Exhibit 11.1, the workforce drivers included MAP and the Liberty A.191 

Audit.  The primary workforce driver, for purposes of this exhibit, is the necessary incremental 192 

work that AIC identified at the time of the hiring that justified the open position.  It does not 193 

necessarily mean the employees listed were hired exclusively for these tasks; nor does it 194 

necessarily mean the employees are presently working on these tasks in 2013.  It serves to show 195 

the “driver” that AIC reasonably believed would lead to an expected increase in overall workload 196 

such that additional internal labor resources were needed to complete the work planned for 2012. 197 

Q. Was electric distribution work under MAP the only workforce driver for open 198 

electric distribution positions in 2012? 199 

 No.  As indicated in Ameren Exhibit 11.1, other reliability projects, including distribution A.200 

work being done to meet Liberty Audit recommendations, resulted in AIC filling open electric 201 

distributions positions in 2012 that were not the direct result of AIC's participation in MAP.  In 202 

addition, some open positions were the result of retirements and attrition. 203 

Q. Why were additional internal labor resources required in 2012 to perform MAP 204 

electric distribution work (eight of the 19 positions filled)? 205 

 Six of the eight additional resources (Employees Nos. 4, 8, 11, 16, 17, & 18) were A.206 

engineering positions needed to augment existing engineering resources to accomplish the 207 

increased level of engineering workload associated with the incremental MAP / EIMA capital 208 

investments.  Two of the additional resources (Employees Nos. 9 & 13) were needed to 209 

supervise incremental construction work attributable to MAP/EIMA.   210 
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Q. Why were additional internal labor resources required in 2012 to perform Liberty 211 

Audit electric distribution work (6 of the 19 positions filled)? 212 

 Employee No. 1 was needed to augment existing engineering resources in order to A.213 

comply with the Liberty Audit recommendation to develop an on-going process for periodically 214 

reviewing and upgrading, where necessary, substation grounding adequacy.  Employee No. 3 215 

was needed to augment existing engineering resources to comply with the recommendation to 216 

meet all distribution substation transformer damage curves for downstream coordination.  217 

Employee No. 5 was needed to augment existing engineering resources in order to comply with 218 

the recommendation to increase relay field engineering staffing.  Employees Nos. 10 & 12 were 219 

needed to augment existing resources in order to comply with the recommendation to increase 220 

vegetation management staffing, to permit inspection of 100 percent of contractor work.  221 

Employee No. 7 was needed to augment the existing engineering supervision workforce to 222 

comply with NERC compliance and to provide additional supervision for the engineering 223 

workforce increased due to Liberty Audit recommendations. 224 

Q. Why were additional internal resources required in 2012 to justify the remaining 225 

five new hires or internal transfers? 226 

 Employee No. 2 was needed to replace a contract engineer with an in-house resource in A.227 

order to maintain needed engineering capability.  Employees Nos. 6 & 15 were needed to 228 

maintain the needed level of engineering resources after the loss of two employees due to 229 

attrition.  Employees Nos. 14 & 19 were needed to maintain the needed level of supervisory 230 

resources after the loss of two employees due to attrition. 231 
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Q. For Employee No. 13, the final reimbursement expense is lower than the 232 

reimbursement expense recorded for this employee in 2012.  In this instance did Ameren 233 

Illinois Company record a credit for a home sale outside of 2012? 234 

 Yes.  In that instance, the employee's home was purchased by Ameren Illinois in 2012 A.235 

and sold in 2013.   236 

Q. In reviewing the 2012 relocation expenses charged to Account 588 for purposes of 237 

this testimony, did AIC identify any reimbursement expenses that should not have been 238 

charged to AIC's electric operations? 239 

 Yes.  In reviewing the relocation expenses charged to Account 588, it was determined A.240 

that two of the 19 employees had relocation expenses that should not have been charged to AIC's 241 

electric operations in 2012.  The $650 in relocation expenses for Employee No. 19 should have 242 

been charged to AIC's electric operations.  In addition, for Employee No. 14, it was determined 243 

that approximately 35.6% percent (or roughly $17,700) of the expenses paid in 2012 should have 244 

been charged to AIC's gas operations.  AIC would not object to removal of approximately 245 

$18,350 from the electric revenue requirement, if Ms. Ebrey were to revise her adjustment on 246 

rebuttal to reflect only that amount of disallowed relocation expense. 247 

Q. What information did AIC provide in discovery to support the relocation expenses 248 

charged to Account 588 in 2012? 249 

 In AIC's response to AG DR 2.07, AIC identified the increase in Account 588 relocation A.250 

expenses in 2012, as compared to 2011, and identified "increased hiring of qualified colleagues" 251 

in support of MAP and other organizational movements as the reason Account 588 relocation 252 

expenses materially increased in 2012.  AIC also produced invoices in AG DR 2.07 Attach 4 in 253 



Ameren Exhibit 11.0 
Page 13 of 24 

 
support of the amount of electric relocation expense charged to Account 588 in 2012.  In 254 

addition, AIC provided additional information in response to subsequent Staff data requests.  255 

Additional invoice detail and employee titles were provided in response to TEE 4.04 Attach.  256 

Relocation cost reimbursement policies were produced in response to TEE 4.06.   257 

Q. Did Staff review all of the information provided in discovery related to these 258 

relocation expenses before submitting direct testimony? 259 

 No.  Based on my review of Ms. Ebrey's direct testimony, it appears Ms. Ebrey was not A.260 

able to review all of AIC's discovery responses on these expenses prior to filing her direct. 261 

Q. Has Staff subsequently responded to data requests submitted by AIC concerning the 262 

impact of AIC's discovery responses on her adjustment to relocation expenses? 263 

 No.  In response to AIC-Staff 6.098, Ms. Ebrey has indicated her review of discovery is A.264 

still ongoing.  In addition, since her direct testimony, Ms. Ebrey has issued additional discovery 265 

(TEE 10 series) related to Account 588 relocation expenses. 266 

Q. Do you believe AIC has satisfied Staff's concern that "additional scrutiny" be given 267 

to this expense and provided a sufficient "explanation" for the increase? 268 

 Yes.  AIC's discovery responses to date, along with my rebuttal testimony, have provided A.269 

a sufficient explanation for the increase in Account 588 relocation expenses in 2012.  I also 270 

believe Staff has been diligent in its scrutiny of the increase and I expect any remaining concerns 271 

on Staff's part will be addressed by AIC in response to the TEE 10 series.   272 
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Q. Do you believe the 2012 relocation expenses charged to Account 588 are supported, 273 

were prudently incurred and are reasonable in amount? 274 

 Yes.  As supported by rebuttal testimony, the 2012 relocation expenses charged to A.275 

Account 588 are supported, were prudently incurred and are reasonable in amount.  AIC 276 

respectfully requests that Staff withdraw its adjustment on rebuttal. 277 

B. Response to Staff Witness Ms. Ebrey on Consulting Expenses 278 

Q. Are you generally familiar with the outside agencies that charged AIC for the 279 

expenses Ms. Ebrey is seeking to disallow? 280 

 Yes.  It is my understanding Ms. Ebrey is seeking to disallow expenses for two A.281 

consultants used to support our electric operations and EIMA implementation - Bates & White 282 

Economic Consultants (Bates & White), and the University of Illinois’ Institute of Government 283 

and Public Affairs Regional Economic Applications Laboratory (REAL).   284 

Q. Why did AIC choose to contract with those outside agencies? 285 

 Both of these outside agencies are well established entities that offer expertise Ameren A.286 

Illinois does not readily possess in-house.  In the case of Bates & White, the company has 287 

specific data and uncertainty analysis expertise as later described.  In the case of REAL, this 288 

entity is a renowned part of the University of Illinois system located in Champaign that has done 289 

economic impact analysis for government entities including the State of Illinois as well as 290 

numerous businesses.   291 
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Q. What services did those outside agencies provide AIC? 292 

 Ameren Illinois Company hired Bates & White to assess the company’s ability to A.293 

improve reliability and meet the EIMA reliability metrics, as well as to review the company’s 294 

overall reliability improvement efforts, including the MAP.  During the assessment, Bates & 295 

White provided the specific services: 296 

1. Reviewed and analyzed Ameren Illinois outage data and reliability metrics; 297 

2. Interviewed key personnel involved with reliability improvement, MAP, and outage 298 
response; and  299 

3. Reviewed Ameren Illinois Company’s MAP and other reliability improvement efforts. 300 

Ameren Illinois Company hired REAL to analyze our MAP investments and determine the 301 

net economic and employment impact of these investments over the 10-year plan, including the 302 

calculation of the induced jobs that are created as a result of the investments.  Under EIMA, 303 

Ameren Illinois Company is required to report annually on the number of full-time equivalent 304 

jobs created, including direct jobs, contractor positions, and induced jobs. 305 

Q. How were the services related to electric delivery service? 306 

 The services provided by Bates & White and REAL are directly related to Ameren A.307 

Illinois Company’s electric delivery service.  Bates & White specifically analyzed Ameren 308 

Illinois Company’s electric reliability performance.  Bates & White’s findings were: 309 

• Ameren Illinois Company’s MAP Infrastructure Investment plan is SAIFI 310 
focused. 311 

• SAIFI performance is inherently well-addressed through MAP-like infrastructure 312 
investments. 313 

• Actual SAIFI performance is probabilistic and thus will be volatile year-to-year. 314 

• Ameren Illinois Company management is focused on CERTS. 315 
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• CERTS performance inherently well-addressed in various ways because of the 316 

relatively small number of affected customers. 317 

• CAIDI performance inherently only partially addressed through MAP-like 318 
infrastructure investments. 319 

• SAIFI performance improvement can artificially degrade CAIDI performance. 320 

• Actual CAIDI is probabilistic and thus will be volatile year-to-year. 321 

• CAIDI long outage events are partially addressable through continued operations 322 
improvements. 323 

From the Bates & White’s analysis Ameren Illinois Company was able to confirm existing 324 

productive reliability efforts, and consider additional operational changes to improve CAIDI. 325 

REAL looked at the economic impact of our MAP investments and the resulting induced 326 

jobs, which Ameren Illinois Company is required to report annually as part of EIMA.  Ameren 327 

Illinois Company does not presently have the internal expertise to accurately assess the induced 328 

jobs created from its MAP investments, so the third party induced job assessment from this 329 

respected University of Illinois laboratory was needed to meet the EIMA reporting requirements. 330 

Q. What information has AIC provided in discovery to support the expenses charged 331 

to Account 588 in 2012 for these consultants? 332 

 In AIC's response to AG data request 2.07, we provided copies of invoices from Bates & A.333 

White and REAL.  AG 2.07 Attach 45 was an August 2012 invoice from Bates & White for 334 

$168,000 for work related to EIMA reliability metrics.  AG 2.07 Attach 46 was a February 2012 335 

invoice from REAL for $15,000 for work related to the MAP Induced Jobs Report.  In addition, 336 

in response to subsequent Staff discovery requests, AIC produced additional information on 337 

these two consultants.  In response to TEE 4.08, AIC produced a copy of the engagement letter 338 

between AIC and Bates & White concerning the economic analysis of the effect of MAP on 339 
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metrics performance.  In response to TEE 4.09, AIC relied on the expertise of the REAL staff to 340 

analyze the net induced employment impact from AIC's expenditures for planned MAP projects. 341 

Q. Did Staff review all of the information provided in discovery related to these 342 

consulting expenses before submitting direct testimony? 343 

 No.  Based on Ms. Ebrey's testimony, it appears Ms. Ebrey was unable to review all of A.344 

the discovery responses in her possession, before filing her direct testimony. 345 

Q. Has Staff responded to data requests submitted by AIC concerning the impact of 346 

AIC's discovery responses on her adjustment to consulting expenses? 347 

 No.  In response to AIC-Staff 11.01, Ms. Ebrey reported that her review of discovery A.348 

concerning these consulting expenses, like her other Account 588 adjustments, is still ongoing.   349 

Q. Were these consulting expenses prudently incurred and reasonable in amount? 350 

 Yes.  As evidenced by my rebuttal testimony and AIC's discovery responses in this A.351 

proceeding, the consulting expenses for Bates & White and REAL were prudently incurred and 352 

reasonable in amount.  AIC respectfully requests that Staff withdraw this adjustment for 353 

consulting expenses in its rebuttal case. 354 

C. Response to Staff Witness Ms. Ebrey on Individual Employee Expenses 355 

Q. What types of charges are considered Individual Employee Expenses? 356 

 Individual Employee Expense charges to Account 588 include transportation charges A.357 

such as airfare, rental cars, fuel and mileage and accommodation expenses such as hotels.   358 
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Q. Have you presented a breakdown by category of the Individual Employee Expenses 359 

charged to Account 588 in 2012 360 

 Ameren Exhibit 11.2 provides a breakdown of the Individual Employee Expenses that A.361 

were charged to Account 588 in 2012. 362 

Q. What does Ameren Exhibit 11.2 show? 363 

 The main takeaway from Ameren Exhibit 11.2 is that mileage and hotels represent the A.364 

majority of Individual Employee Expenses charged to Account 588 in 2012.  53% of the 365 

Individual Employee Expenses charged to Account 588 were for mileage reimbursement, while 366 

another 30% of Individual Employee Expenses charged to Account 588 were for hotels. 367 

Q. Are these also the two types of expenses that drove the increase in Individual 368 

Employee Expense in Account 588 in 2012, as compared to 2011? 369 

 Yes.  As stated in AIC's response to AG data request 2.07, charges to Resource Type 80 A.370 

was one driver for the increase in Account 588 expenses in 2012.  Charges for hotels and 371 

mileage reimbursement are both Resource Type 80 charges. 372 

Q. What activities ordinarily require an employee to incur charges for mileage and 373 

hotels? 374 

 Safety and occupational training, town halls, and other organizational meetings.  Other A.375 

organization meetings would include staff, program, or position related groups where operational 376 

performance issues are discussed and policy changes are decided and communicated back to the 377 

organization.  These meetings cover a wide range of issues pertaining to the provision of electric 378 

service.  Hotel charges typically occur when the employee is required to work out of their home 379 
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office on consecutive days.  Often the employee elects to stay in a hotel because the total cost is 380 

cheaper and more efficient than commuting.  The hotel option is an attempt to balance the cost of 381 

service to the customer, the impacts of extensive travel by our employees and operating a lean 382 

organization within a service territory larger than the state of Indiana.  383 

Q. Can you identify reasons for the expense increase overall in 2012 compared to 2011? 384 

 As indicated in AIC's response to AG data request 2.07, a significant portion of the A.385 

increase in mileage and hotel expense in 2012 related to the training of new and existing 386 

employees, as well as contingency training that was conducted in preparation of the union labor 387 

contract expiring.  An 8% increase in the IRS standard mileage rate in 2012 also contributed to 388 

the increase in mileage expense.  The remainder of the increase can reasonably be attributed to 389 

an increase in work-related travel in 2012, due to increased staffing and the increase in the 390 

electric distribution workload associated with MAP and other reliability projects.   391 

Q. Can you give explain reasons behind the increased expense? 392 

 Yes.  Approximately 18% of the incremental expense was associated with general A.393 

management and support which would include recruiting expenses.  The remaining 82% of the 394 

costs are associated with oversight and administration of distribution operations, including 395 

safety, engineering, supervision, and training to support the increased number of employees and 396 

workload associated with MAP, Liberty audit recommendations, and other reliability programs 397 

over a 45,000 square mile service territory.  Some of the larger expense items included $23,000 398 

in contingency training, $24,000 in safety related expenses, and $204,000 in employee training.   399 



Ameren Exhibit 11.0 
Page 20 of 24 

 
Q. Can you provide an example of why training costs increased in 2012? 400 

 Yes.  Increases in safety and occupational training represent about 37% of the total A.401 

increase in individual expenses.  Because many of Ameren’s training facilities are centralized 402 

our employees often have to travel across the service territory to receive advanced training.  One 403 

example of this is the substation apprenticeship classes that are hosted at our Dorsett campus in 404 

Maryland Heights, Missouri.  Travel to this location is often extensive and requires hotel 405 

accommodations for the duration of the session.  The substation relay and maintenance group 406 

increased its total headcount by 18 positions between 2011 and 2012 and incurred an additional 407 

$85,000 in individual expenses related to training.   408 

Q. Why are these types of services necessary for the provision of electric delivery 409 

service? 410 

 In order to maintain the safe, adequate and reliable service that our customers expect, A.411 

AIC must invest in the development of its labor force.  There is an incremental expense incurred 412 

in providing occupational and safety training to AIC's workforce.  However, the improvement in 413 

operational performance represents a benefit to ratepayers.  The same is true for transportation 414 

and accommodation charges that AIC employees incur on a daily basis, in connection with the 415 

electric delivery operations, to travel to and stay over at work sites, town hall meetings, and other 416 

work-related meetings and activities across AIC's service territory.  They are a necessary part of 417 

the business of providing customers with safe, reliable and adequate delivery service.   418 

Q. How does AIC ensure that travel charges are prudently incurred?  419 

 The business justification for each travel expense, which employees must record and A.420 

include with any request or mileage reimbursement and hotel charges, and which the supervisors 421 
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must review along with supporting documentation such as receipts, ensures that each travel 422 

expense is prudently incurred and reasonable in amount.  In addition, with respect to employee 423 

training, AIC will seek out alternative methods to compare cost and value, and regularly offers 424 

employees alternative transportation and lodging options to try and reduce individual expenses. 425 

Q. Do you believe Individual Employee Expenses charged to Account 588 were 426 

prudently incurred and reasonable in amount? 427 

 Yes.  Although I have not reviewed – and it would be incredibly time consuming for A.428 

anyone to review – all underlying employee expense reports and supporting documentation that 429 

would have accompanied each request for mileage reimbursement and each hotel charge, I rely 430 

on the employees' immediate supervisors – as well as any internal audit of credit card expense 431 

reporting – to ensure that travel charges are prudently incurred and reasonable in amount.   432 

D. Response to Staff Witness Ms. Ebrey on MAP Expenses 433 

Q. According to Ms. Ebrey, AIC has indicated that a significant portion of the increase 434 

in Account 588 expense in 2012 was due to AIC's MAP, which flows from AIC's 435 

participation in EIMA.  What is MAP? 436 

 As I mentioned above, the Modernization Action Plan or MAP is AIC's organizational A.437 

umbrella for executing and reporting its investments and other obligations under EIMA. 438 

Q. Are you familiar with AIC's annual MAP reporting requirements under EIMA? 439 

 Yes. A.440 
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Q. What is AIC required to report to the Commission under EIMA concerning MAP? 441 

 As part of EIMA, in early 2012, AIC was required to submit to the Commission its plan, A.442 

including scope, schedule, and staffing, for satisfying its infrastructure investment program 443 

commitments.  No later than April 1 of each subsequent year, AIC is also required to submit a 444 

report that includes any updates to the plan, a schedule of the next calendar year, the 445 

expenditures made for the prior calendar year and cumulatively, and the number of full-time 446 

equivalent jobs created for the prior calendar year and cumulatively.  In addition, it is also 447 

required to submit an AMI Plan update.  Also, on a quarterly basis, AIC must submit a jobs 448 

creation report to the Commission, and a test bed report to the Illinois Science and Energy 449 

Innovation Trust.   450 

Q. Does AIC track internally its MAP/EIMA capital expenditures? 451 

 Yes.  Ameren witness Mr. Getz addresses the tracking of MAP/EIMA capital in his A.452 

rebuttal testimony.  453 

Q. Does AIC also have trackers for O&M expenses associated with MAP capital 454 

projects? 455 

 Yes.  Again, this is addressed in the rebuttal testimony of Mr. Getz.   A.456 

Q. Does AIC track every O&M dollar that AIC may incur due to its participation in 457 

MAP/EIMA? 458 

 No.  As explained by Mr. Getz in his rebuttal testimony, AIC does not track every capital A.459 

and O&M dollar incurred by departments throughout the company that are impacted by the 460 

implementation of EIMA that are not directly related to a specific MAP/EIMA project.   Since 461 
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MAP/EIMA project work is only a portion of the larger electric construction and operation work 462 

AIC does, and is fully integrated into AIC’s organization with no separate engineering or 463 

construction workforce, it is not feasible to track and identify separately every incremental cost 464 

(or savings for that matter) that may be impacted by the implementation of EIMA.   465 

Q. What MAP capital and O&M has Ameren Illinois identified and included in the 466 

revenue requirement? 467 

 AIC's response to TEE 4.01 listed a total of $3.6 million of 2012 expenses from Account A.468 

588 that were identified with MAP/EIMA projects.  The detailed workpaper provided as TEE 469 

4.01 Attach, with additional information on the description of the expenses, has been included in 470 

this rebuttal filing as Ameren Exhibit 10.2.  In addition, there was another $0.6 million of 2012 471 

expenses related to MAP/EIMA capital projects identified in AIC's response to TEE 4.10.  The 472 

detailed workpaper provided as TEE 4.10 Attach, with additional information on the description 473 

of the expenses, has been included in this rebuttal filing as Ameren Exhibit 10.3.  These O&M 474 

expenses were all included in the revenue requirement.  In addition, as noted by Mr. Getz's direct 475 

and rebuttal testimonies, AIC has included actual 2012 plant additions of $23.8 million and 2013 476 

projected plant additions of $16.2 million for EIMA in the revenue requirement. 477 

Q. Has Ameren Illinois Company also identified in discovery in this proceeding other 478 

O&M expenses that were incurred in 2012 that may not have been tracked and recorded to 479 

a separate MAP specific project? 480 

 Yes.  My response to data request AG 2.07 identified certain other expenses charged to A.481 

Account 588 in 2012 that were the result of AIC's participation in EIMA that are the subject of 482 

Staff adjustments in this proceeding.   483 



Ameren Exhibit 11.0 
Page 24 of 24 

 
Q. Has AIC explained the necessity of the Account 588 O&M expenses that are being 484 

driven (at least in part) by AIC's participation in MAP? 485 

 Yes.  The rebuttal testimonies and exhibits of Mr. Getz and Mr. Kennedy, together with A.486 

my own rebuttal testimony and exhibits and AIC's responses to data requests concerning 487 

Account 588, have identified the necessity of the various MAP-related O&M expenses that AIC 488 

has included in the revenue requirement. 489 

 CONCLUSION IV.490 

Q. Does this conclude your rebuttal testimony? 491 

 Yes, it does.  A.492 


