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ILLINOIS COMMERCE COMMISSION 1 

DOCKET No. 13-0192 2 

REVISED REBUTTAL TESTIMONY OF  3 

STEPHEN R. COLYER 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 Stephen R. Colyer.  My business address is 370 South Main Street, Decatur, 10 

Illinois 62523. 11 

Q. Are you the same Stephen R. Colyer who previously sponsored revised direct 12 

testimony in this proceeding? 13 

A. Yes, I am. 14 

B. Purpose, Scope and Identification of Exhibits 15 

Q. What is the purpose of your rebuttal testimony? 16 

A. The purpose of my testimony is to respond to the direct testimony of the Illinois Office of 17 

Attorney General (AG) and Citizens Utility Board (CUB) (jointly AG/CUB) witness, Mr. 18 

Michael L. Brosch concerning his proposed adjustment to AIC's forecasted gas operating 19 

expenses. 20 

Q. Are you sponsoring any exhibits in support of your rebuttal testimony? 21 

A. Yes.  I am sponsoring the following exhibits in support of my rebuttal testimony: 22 
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• Ameren Exhibit 22.1: Resource Management Center (RMC) Reference (AG 23 
12.06) (with AG 12.06 Attach) 24 

• Ameren Exhibit 22.2: Variance Explanation of FERC accounts for Gas Storage, 25 
Transmission, and Distribution (ENG 3.01, 3.01S, 3.01S2, AG 9.04) (without AG 26 
9.04 Attach) 27 

• Ameren Exhibit 22.3: Status of 2014 Staffing (AG 12.03) (through April 2013) 28 
(with AG 12.03 Attach 4)  29 

• Ameren Exhibit 22.4: Distribution O&M breakdown by RMC and Resource Type 30 
(RT) – (AG 12.12) (with AG 12.12 Attach) 31 

• Ameren Exhibit 22.5: 2012 Staffing Compared to 2014 Staffing (AG 13.01, 32 
13.02, 13.03) (with AG 13.01 Attach 1, AG 13.02 Attach 1, and AG 13.03 33 
Attach) 34 

• Ameren Exhibit 22.6: Calculations of Distribution O&M Expenditures in AG 35 
12.12 (AG 15.03) (with AG 15.03 Attach 1) 36 

• Ameren Exhibit 22.7 (Confidential): Gas Only Headcount (through May 2013) 37 
(AG 16.01 (with Attach 1 and Attach 2)) and Support for Distribution O&M 38 
Expenditures (AG 16.03 (with Attach 1), AG 16.05 (without attachments), AG 39 
16.06 (without attachments)), AG 16.07R (without attachments), AG 16.08R (CP) 40 
(without attachments), AG 16.09R (without attachments), and AG 16.10 (without 41 
attachments) 42 

• Ameren Exhibit 22.8: Gas Only Headcount (through June 2013) (by LM and LU) 43 

II. RESPONSE TO AG/CUB WITNESS, MR. MICHAEL L. BROSCH 44 

A. Adjustment to Operations Expense 45 

Q. Please describe the scope of the direct testimony you submitted in this proceeding. 46 

A. My direct testimony (Ameren Exhibit 7.0R) and the accompanying F-4 Schedule 47 

(Ameren Exhibit 7.1R) describes the capital investment and operating activities planned for the 48 

2014 test year.  In addition to describing generally the types of investment and activities that AIC 49 

ordinarily implements in any given year, my direct testimony identifies major specific projects 50 

expected to be in service by the end of 2014 and incremental operations and maintenance 51 

(O&M) spending to be incurred during 2014. 52 
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Q. Have you also been involved in preparing and sponsoring responses to discovery? 53 

A. Yes.  Throughout this proceeding, I have been responsible for preparing and sponsoring 54 

responses to discovery requests concerning the planned capital investment and gas distribution, 55 

transmission and storage operating expenses that Ameren Illinois Company d/b/a Ameren 56 

Illinois (AIC or the Company) has included in its 2014 test year forecast. 57 

Q. Apart from the preparation of testimony and discovery responses, how else did you 58 

assist with the development of AIC's forecasted capital investment and operating expenses? 59 

A. As Senior Director of Gas Operations & Services, I oversee gas transmission and 60 

distribution engineering and design, gas storage field engineering and operations, pipeline safety 61 

compliance and administration, gas transmission and distribution integrity management, gas 62 

system planning, corrosion control, pressure control, odorization, field meter testing, gas 63 

apprentice training and qualification, quality assurance, gas standards and materials, gas control 64 

operations, and fleet services maintenance and acquisition.  For budgeting, my areas of 65 

responsibility are organized under eight (8) resource management centers (RMCs):  Gas 66 

Administration (0G2), Gas Tech Operations (0G4), Gas Tech Engineering (0G5), Gas Storage 67 

(0G6), Gas Compliance and Training (0G7), Gas Tech Standards and Procedures (0G8), Gas 68 

Control (673), and Fleet Services (92L).  In connection with AIC's preparation of this gas rate 69 

case filing, I reviewed AIC's construction and operating budgets for 2013 and 2014 for these 70 

RMCs.  I also consulted with employees under my supervision, including other Directors, project 71 

managers, engineers, and budgeters, the Business Performance Specialists (BPS), who 72 

participate in the forecasting of capital investment and O&M expenses for specific RMCs.  As 73 

explained by Ameren witness Mr. Michael Getz, in his direct and rebuttal testimony, the 2013 74 
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and 2014 construction and operating budgets were used to derive FERC account amounts for the 75 

2014 test year forecast. 76 

Q. Did other Directors with responsibility outside of your specific RMCs also review 77 

the 2013 and 2014 construction and operating budgets? 78 

A. Yes.  It is my understanding each Director and BPS with responsibility over an RMC 79 

with forecasted gas capital investment and O&M expenses would have undergone the same 80 

review of the 2013 and 2014 construction and operating budgets prior to the conversion of the 81 

budgets into the FERC account amounts for the 2014 test year forecast.  Attached as Ameren 82 

Exhibit 22.1 is AIC's response to AG 12.06 with AG 12.06 Attach, which identifies the list or 83 

"tree" of RMCs within AIC that would include budgeted costs in 2014 test year forecast. 84 

Q. Why is it important to consider the RMC structure when considering the 85 

reasonableness of AIC's forecasted operating expenses? 86 

A. The RMC structure provides the backbone for AIC's construction and operating budgets 87 

and associated responsibility areas.  Each RMC has a Director or similar position responsible for 88 

the costs within that RMC.  Each year a forecast of operating expenses is developed that contains 89 

the AIC labor and non-labor operating and maintenance expenses that will be incurred to 90 

complete the activities for which that particular RMC is responsible.  It is important to 91 

understand that the types of work activities budgeted across the different RMC's can vary widely 92 

or be similar, depending on the responsibilities related to a particular RMC.  The RMC structure 93 

also shows the breadth of the AIC organization involved in the budgeting of gas operating 94 

expenses.  During the forecasting process, the number of individuals involved can vary 95 

significantly by RMC.  For each RMC, there could be one person involved in the forecast or as 96 

many 7-8 individuals depending on the scope and scale of the RMC responsibilities.  From that 97 
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point, additional people would be involved in reviews and approvals of what ultimately would be 98 

approved for each RMC.  All things considered, the RMC "tree", in conjunction with the 99 

budgeting process, provides the organizational support that ensures the individuals with direct 100 

responsibility and involvements with particular cost items are the individuals tasked with 101 

assessing historical spend and budgeting future spend for those same cost items. 102 

Q. Do you believe AIC's budget process produces an accurate and reliable assessment 103 

of the necessity and cost of the investment and activities planned for any given year?  104 

A. Yes.  The individual responsible for each RMC is best equipped to evaluate and identify 105 

the necessary costs (ongoing and routine costs, cost reductions, and cost additions) to complete 106 

the activities in their area of responsibility.  The responsible individual and their organization 107 

would have the most knowledge of the activities that need to be performed, or access to 108 

information that can provide that knowledge, for their particular area of responsibility.  109 

Additionally, that individual would typically be responsible for initiating and/or implementing 110 

initiatives that could add or subtract from operating and maintenance costs.  For example, if an 111 

individual responsible for an RMC identified specific employee retirements upcoming in their 112 

area, they might need to forecast additional labor and training costs for the employee 113 

replacements.  This type of knowledge would likely not be known or identifiable by someone 114 

outside of the RMC.  Another relevant example would be forecasting anticipated costs to 115 

mitigate an identified integrity management risk.  For this type of forecasted cost, there may be 116 

multiple RMC's involved in executing the work, however the integrity risk and level of activity 117 

would not necessarily be uniform across AIC by geographic area.  As a result individually each 118 

RMC and associated responsibility area would not necessarily know what, if any, costs would be 119 

required in their particular area of responsibility since the risk and mitigating actions being 120 
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forecasted could vary by area.  In this instance, the responsible individual and associated RMC 121 

for integrity management is best equipped to accurately forecast costs across the multiple 122 

geographic locations and RMCs where the integrity risk is relevant versus each RMC handling 123 

this cost individually.   124 

The AIC 2014 operating and maintenance expense forecast was developed over the time 125 

period of mid-year 2012 through the end of 2012.  For my areas of responsibility, the forecast for 126 

2013 and 2014 was developed using the 2012 budget and year to date actuals as a baseline with 127 

consideration of any expense additions and reductions that occurred during the year.  As part of 128 

developing these forecasts, there were numerous and iterative discussions and reviews with the 129 

individuals responsible for each RMC.  There is focus during these discussions and reviews on 130 

internal labor headcount, both management and union, contractor costs, materials, and other 131 

major areas of expense, as well as what significant activities are impacting expense.  For 2013 132 

and 2014 it was anticipated that expenses were going to increase and the reviews conducted 133 

focused on identifying what new or additional activities were driving expenses up and if the 134 

activities were necessary.  For example, expenses were forecasted to increase as a result of 135 

additional pipeline safety regulations in recent years, such as DIMP.  The increased activity is 136 

necessary and prudent as part of complying with the DIMP regulations.  Additionally, as another 137 

example, expenses were forecasted to go up as a result of strengthening the Watch and Protect 138 

program to reduce third party excavation damage.  This too was discussed as identified as a 139 

prudent expenditure.  For the 2014 forecast, the discussions and reviews included the specific 140 

categories of additional, incremental expense, many of which are identified in my direct 141 

testimony as primary drivers of increased expense. 142 
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Q. Mr. Brosch states that the use of forecasted data "creates an opportunity for 143 

management to aggressively forecast higher future costs."  (AG/CUB Ex. 1, lines 113-114).  144 

Do you believe AIC has used this filing to "aggressively forecast higher future costs"? 145 

A. No.  In my opinion, AIC's test year forecast is not "inherently biased toward 146 

overstatement," as Mr. Brosch implies.  AG/CUB Ex. 1.0, lines 164-165.  And in my opinion, 147 

AIC management has not used this filing to submit a "pessimistically higher view of expected 148 

expenses in 2014," as Mr. Brosch also implies.  AG/CUB Ex. 1.0, lines 167-168.  AIC has 149 

identified on-going, incremental activities that we believe are necessary to maintain adequate, 150 

safe and reliable gas delivery service, strengthen pipeline safety, and improve the integrity of our 151 

gas system.  152 

Q. In your direct testimony you mentioned the new federal requirements for pipeline 153 

safety.  How has the regulatory and public importance on pipeline safety and integrity 154 

issues colored AIC's budgeting of annual O&M expense? 155 

A. AIC is committed to meeting its regulatory obligations and complying with the pipeline 156 

safety regulations, which are the established minimum standards, is certainly part of that 157 

obligation.  These obligations are a significant consideration in the 2014 forecast of O&M 158 

expense including labor and non-labor costs for activities related to the more recent pipeline 159 

safety requirements such as DIMP, as well as future regulations that are forthcoming.  In my 160 

opinion, pipeline safety regulators, as well as the public, place a very high importance on 161 

pipeline safety and expect AIC, as a prudent Operator of a large natural gas system, to consider 162 

and implement activities that will improve public safety, and not just maintain safety or be 163 

satisfied with meeting a minimum standard. 164 
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Q. Can you provide an example of what you mean by "consider and implement 165 

activities that improve public safety, and not just maintain safety or be satisfied with 166 

meeting a minimum standard"? 167 

A. Yes.  An example of an activity that I think can be characterized as improving pipeline 168 

safety and public safety, which may be considered going beyond the specific minimum pipeline 169 

safety standards, is AIC's Watch and Protect program.  This program is designed to reduce third 170 

party excavation damage, which is a top threat to the integrity of the distribution system and was 171 

discussed in my direct testimony.  The pipeline safety regulations require AIC to address threats 172 

to the integrity of the distribution system but do not specify that a Watch and Protect program is 173 

required.  The results of the AIC program have indicated the program is beneficial in reducing 174 

damage, which improves pipeline safety and public safety.  As a result, AIC expanded the 175 

program in late 2012 by adding 5 additional, full-time employees and expects to further reduce 176 

third party damage as a result.  The labor and non-labor expenses associated with the expanded 177 

program are included in the 2014 forecast and are also being incurred as a 2013 expense.  While 178 

AIC could have maintained the previous staffing and been satisfied with the reduction in 179 

damage, adding staff to further mitigate the top threat to the integrity of the gas distribution 180 

system was done in the interest of improving pipeline and public safety and not solely on the 181 

basis if AIC was meeting a minimum regulatory standard.  Mr. Brosch, has recommended an 182 

adjustment related to the non-labor costs associated with the program.  This recommended 183 

adjustment related directly to the Watch and Protect program could result in the program being 184 

scaled back. 185 

Q. Mr. Brosch notes 2014 Distribution, Transmission and Storage expenses are higher 186 

than 2012 amounts.  He claims his adjustments to labor and non-labor are "more 187 
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consistent with historical spending levels that were effective at providing safe and adequate 188 

service to AIC customers."  AG/CUB Ex. 1.0, lines 677-679.  Do you agree that "historical 189 

spending levels" will be adequate to maintain adequate, safe and reliable gas delivery 190 

service and the integrity of AIC's pipelines and storage fields? 191 

A. No. Historical spending levels are representative of the past activities but are not 192 

necessarily a good representation of the future and what activities will be necessary.  AIC has 193 

identified future activities and actions that will mitigate risk to the integrity of the gas 194 

transmission and distribution systems and pursue continual improvements to strengthen pipeline 195 

safety.  The additional activities and actions, of which many were outlined in my direct 196 

testimony, require additional labor and non-labor expense to implement.  Without committing 197 

funds to pursue these activities, the Company will not be able to address the identified integrity 198 

risks and implement continuous improvements. 199 

Q. Are AIC's gas Distribution, Transmission and Storage expenses in 2013 already 200 

higher than 2012 levels? 201 

A. Yes.  For the first six months of June 2013, AIC's gas Distribution, Transmission and 202 

Storage O&M expenses are more than $7 million above O&M expenses incurred in the first six 203 

months of 2012. 204 

Q. Have you reviewed Mr. Brosch's adjustment to AIC's forecasted O&M expenses? 205 

A. Yes.  I reviewed the sections of Mr. Brosch's direct that concern his adjustment to AIC's 206 

forecasted labor and non-labor expense.  Specifically, I reviewed AG/CUB Exhibit 1.0, lines 207 

340-727, and AG/CUB Exhibit 1.3, pages 1-2 of 9.  In addition, I reviewed AG/CUB Exhibit 208 

1.0, lines 76-339, which concerned his opinions on test year expense forecast.  I also reviewed 209 

certain AIC responses to AG discovery requests that Mr. Brosch attached to this testimony as 210 
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exhibits.  Specifically, I reviewed portions of AG/CUB Exhibit 1.7 (AIC response to AG 12.03), 211 

AG/CUB Exhibit 1.9 (AIC responses to Staff ENG 3.01, ENG 3.01S and ENG 3.01S2), and 212 

AG/CUB Exhibit 1.10 (AIC responses to AG 12.12 and AG 15.03).   213 

Q. What other materials did you review in preparing rebuttal testimony in response to 214 

Mr. Brosch's direct testimony? 215 

A. I reread my direct testimony, in particular lines 1102-1391, which concerned AIC's 216 

forecasted Gas Distribution, Transmission and Storage operating expenses.  I also reviewed other 217 

AIC responses to AG data requests, including AIC responses to AG 13.01 – 13.17, AG 12.09, 218 

AG 12.04, AG 9.04, AG 3.12, and AG 3.02, and the responses AIC prepared to the AG's 16th set 219 

of data requests. 220 

Q. What was the purpose of providing direct testimony on AIC's forecasted Gas 221 

Distribution, Transmission and Storage operating expenses? 222 

A. The purpose of that section of my direct testimony (pages 52-65 of Ameren Exhibit 7.0R) 223 

is to identify the principal activities that are associated with the forecasted Distribution, 224 

Transmission and Storage expenses in the 2014 test year and the approximate expenses for the 225 

activities for which we have planned incremental work and spending in 2014.  In particular, lines 226 

1191-1213, 1284-1296 and 1373-1383 of my direct describe a number of incremental activities 227 

and amount of spending that AIC expects to incur on each activity in 2014. 228 
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Q. Did your direct testimony also give additional background on the operational 229 

activities that AIC was planning to conduct in 2014? 230 

A. Yes.  Lines 173-346 of my direct testimony provide additional detail on the specific 231 

capital investment and activities planned to support the integrity of AIC's Distribution, 232 

Transmission and Storage systems.   233 

Q. Mr. Brosch states there is "very little discussion within the Company's direct 234 

testimony of the drivers of anticipated 2014 O&M expense growth."  (AG/CUB 1.0, lines 235 

187-188)  Is that a fair characterization of your direct testimony? 236 

A. No.  It is not a fair characterization.  My direct testimony outlines a number of specific 237 

items that are drivers of the anticipated growth in expense in 2014 (Lines 1102 – 1391).  238 

Subsequent to the direct testimony the Company has responded to numerous AG data requests on 239 

these items, including elaborating on the purpose and need for these activities. Mr. Brosch has 240 

not fairly characterized the content provided in direct testimony, which does provide specific 241 

activities, or acknowledged the subsequent additional information provided through data request 242 

responses, including how forecasts of operating expense were developed. 243 

Q. Did AIC provide additional support for its forecasted gas operating expenses in its 244 

responses to discovery? 245 

A. Yes.  In response to Staff and AG data requests, AIC submitted additional narrative and 246 

more detailed analysis on the incremental gas O&M Distribution, Transmission and Storage 247 

expense included in the 2014 test year forecast.  I have attached the most pertinent responses 248 

(identified in the bullets below) as exhibits to my rebuttal. 249 

• AIC responses to ENG 3.01, ENG 301.S, ENG 301.S2, and AG 9.04 (attached 250 
as Ameren Exhibit 22.2) 251 
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• AIC response to AG 12.03 (attached as Ameren Exhibit 22.3) 252 

• AIC response to AG 12.12 (attached as Ameren Exhibit 22.4) 253 

• AIC response to AG 13.01-13.03 (attached as Ameren Exhibit 22.5) 254 

• AIC response to AG 15.03 (attached as Ameren Exhibit 22.6) 255 

• AIC responses to AG 16.01, 16.03 & 16.05-16.10 (attached as Ameren Exhibit 256 
22.7) 257 

Q. What did AIC's responses to ENG 3.01, ENG 3.01S, ENG 3.01S2, and AG 9.04 258 

provide? 259 

A. AIC’s responses provided supporting details of the FERC accounts that generally 260 

represent Gas Storage, Gas Distribution, and Gas Transmission expenditures as reported in the 261 

Company’s C-4 Schedule.  The variance in 2011 and 2012 actual dollars compared to AIC’s 262 

2013 and 2014 budgeted expenditures were supported by an explanation of the incremental and 263 

ongoing work and activities necessary to meet current and new requirements in these discipline 264 

areas. 265 

Q. What did AIC's response to AG 12.03 provide? 266 

A. With respect to the 871 gas only positions that were open as of February 2013, which 267 

includes positions to be filled in 2013 and 2014, AIC’s response provided a status on the filling 268 

of these positions.  As stated, as of the end of April 2013, AIC was in the progress of filling 66 of 269 

the 87 positions in 2013.  A more current status update on 2013 positions, as of the end of June 270 

2013, is provided later in my rebuttal.  Regarding the 21 open positions proposed in 2014 test 271 

year, the Company plans to begin recruitment and interviews in the fourth quarter of 2013.  272 

                                                           
1 In response to AG 16.01, a correction has been made to reported actual gas only headcount as of the end of 
February 2013.  That correction is reflected in AG 16.01 Attach, which has been included in Ameren Exhibit 22.7.  
The result of the correction is to decrease actual gas only headcount as of the end of February by one head.  Thus, 
the number of gas-only positions to be filled in 2013 and 2014 (as of the end of February 2013) is 87, not 86. 
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Q. What did AIC's response to AG 12.12 provide? 273 

A. The FERC accounts primarily associated with Gas Distribution O&M activities were 274 

broken down by both resource type (RT) and RMC in AIC’s response to AG 12.12.  Whereas the 275 

RMC identifies the specific department, the RT allows a review of the cost drivers; for example, 276 

where the expenditures driven by internal or external labor, materials, etc.  In addition to the 277 

breakdown of dollars, an explanation of the variance between actual expenditures in 2011-2012 278 

was compared to 2014 forecast.  Ameren Exhibit 22.4 recaps the Company’s response, 279 

explaining that integrity management regulations, as well as the federal regulations passed by 280 

Congress in December 2011, result in significant additional work activities for the Company. 281 

Q. What did AIC's response to AG 13.01 – AG 13.03 provide? 282 

A. AIC's responses to AG 13.01 – AG 13.03, which are included in Ameren Exhibit 22.5, 283 

contain additional headcount information by RMC.  For the user’s ease in referencing all of the 284 

headcount information requested for each RMC, AG 13.01 Attach 1 included details for the 285 

RMCs identified in AG 13.01, AG 13.07, AG 13.08, AG 13.09, AG 13.10, AG 13.12, AG 13.13, 286 

AG 13.14, AG 13.15, and AG 13.17.  Likewise, AG 13.02 Attach 1 summarized the RMCs 287 

identified in AG 13.02, AG 13.03, AG 13.04, AG 13.05, AG 13.06, AG 13.11, and AG 13.16.   288 

In response, the need for additional staffing in 2014 was compared to headcounts in 2012.  289 

As part of the response, AIC not only provided the requested 2012 “average” headcount but also 290 

provided the year end 2012 details to enable more relevance in analysis of the data.  The most 291 

current status of filling vacant positions in 2013 was also provided which identifies further 292 

progress on filling positions.  Forecasted labor hours for 2014 were extracted from AIC’s budget 293 

system by each RMC.   294 
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Q. What did AIC's response to AG 15.03 provide? 295 

A. Similar to Ameren Exhibit 22.4, AIC’s response to AG 15.03 provided more granularities 296 

in response to AG 12.12.  The derivatives and/or basis for the estimated gas distribution O&M 297 

expenditures, including assumptions and analysis of planned activities required to support 2014 298 

work, is provided as Ameren Exhibit 22.6.   299 

Q. What did AIC's responses to AG 16.01 – AG 16.10 provide? 300 

A. The AG 16 data series requested yet another drill-down of the ten programs identified in 301 

AG 12.12.  Where available month-by-month forecast and/or expenditures were provided.  Due 302 

to the voluminous nature of the data provided, the majority of the attachments associated with 303 

the AG 16 series have not been included in Ameren Exhibit 22.7. 304 

Q. Mr. Brosch alleges AIC failed to provide "detailed documentation" and "specific 305 

support" in support of AIC's forecasted increase in gas labor and non-labor operating 306 

expenses.  AG/CUB Ex. 1.0, lines 58-60.  Is that a fair criticism? 307 

A. No.  It is not. The responses to the AG data requests, which I just discussed, clearly 308 

provided additional and specific support for the 2014 forecast, in addition to my direct testimony.  309 

AIC also provided any existing documentation relevant to the data requests.  AIC also developed 310 

additional analysis and more detailed information relative to the data requests for the purpose of 311 

supplying Mr. Brosch with as much detail as possible, given the limited time available to 312 

respond to the data requests.  The specifics and details contained in the information provided by 313 

AIC is inaccurately summarized or characterized by Mr. Brosch as a "lack of any specific 314 

support" (AG/CUB Ex. 1.0 lines 59-60) for the 2014 forecast of labor and non-labor expenses. 315 
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Q. Mr. Brosch also alleges AIC has not "independently critiqued" the reasonableness 316 

of its estimated gas labor and non-labor operating expenses?  AG/CUB Ex. 1.0, line 325.  Is 317 

that a fair assessment? 318 

A. No.  My interpretation of the phrase "has not independently critiqued" in this instance 319 

would suggest that AIC does not have a budgetary review and approval process beyond the 320 

individual responsible for each RMC.  The AIC budgeting and approval process has been 321 

outlined in the direct and rebuttal testimony of AIC witness, Mr. Michael J. Getz.  322 

Q. Mr. Brosch also alleges the "only way to truly understand how test year O&M 323 

expense forecasts were developed is through the production of detailed forecast 324 

workpapers supportive of the inputs made by Ameren budgeters."  Do you agree? 325 

A. No.  Developing detailed forecast workpapers is not the sole method to develop an 326 

accurate expense forecast.  When involved in the day to day operation of the gas system and also 327 

having responsibility for costs associated for their individual operational activities, coupled with 328 

historical information, monthly budget, forecast, and cost reviews, there is significant personal 329 

knowledge and understanding of cost that is developed by the individual responsible for an RMC 330 

and within their organization.  For example, if an RMC has 10 gas employees involved in 331 

operating the gas system, and the gas operations and maintenance activities and workload are 332 

projected for the future year to remain constant, an individual does not need to create and 333 

document a detailed forecast with workpapers to accurately forecast the labor costs.  Another 334 

example that is relevant to accurately forecasting non-labor cost would be the expense to clear 335 

rights of way.  With the historical information on the cost per mile to clear rights of way and the 336 

number of miles to be cleared, an individual does not need to create and document a detailed 337 

forecast with workpapers to perform a simple multiplication calculation to accurately project the 338 
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future non-labor costs to complete the right of way clearing activity.  When this working 339 

knowledge and experience exists, the resources and time to create detailed information and 340 

workpapers would be an unnecessary expense.   341 

Q. Does AIC regularly maintain "detailed forecast workpapers" for every cost input 342 

entered into its corporate budget systems? 343 

A. No.  There is no set requirement within AIC's Operations groups that a particular type of 344 

documented analysis be created and maintained in a central database to support budgeted 345 

increases, decreases or changes in labor expense or headcount for a particular RMC.  The 346 

planned labor expense and headcount across RMCs for any given year are the result of numerous 347 

discussions and decisions amongst various personnel within the Operations groups, including 348 

myself, the responsible Directors and Senior Directors, and the responsible Budgeters.  To 349 

compile and record all of the discussions and decisions in this dynamic process, including the 350 

oral and e-mail discussions and decisions, for each planned increase, decrease, or changes in 351 

headcount for the test year across AIC's Operations groups would be a costly, impractical, and 352 

unnecessary exercise.  Through its direct testimony and responses to Staff and intervening 353 

parties' ongoing and numerous data requests, AIC had demonstrated the operational justification 354 

for its planned labor expense and headcount.  355 

Q. Do you believe AIC adequately responded to the AG's request for documentation 356 

and specific support? 357 

A. Yes.  In addition, AIC is working to provide even more documentation and specific 358 

support in response to the AG 16 series of data requests submitted in June just prior to the AG's 359 

direct testimony being submitted.  360 
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Q. Are there examples of AG discovery requests that were more narrowly tailored to 361 

which you were able to respond? 362 

A. Yes.  For example in AIC’s response to AG 3.02, the Company provided all the details 363 

for the Enterprise Asset Management (EAM) project including business case, financial analysis, 364 

timelines, and milestones.  The EAM and associated software provides AIC a solution to 365 

automate the gas asset life cycle, from design through retirement, ensuring current and future 366 

regulatory compliance and the quality of gas records.  The narrowly focused content allowed the 367 

Company to provide specific details.  Additionally, AG 3.12 requested information on the sewer 368 

cross bore inspection analysis.  The pilot done in 2011 and 2012 will be used to develop the 369 

program details for future years. 370 

Q. Absent turning over "detailed forecast workpapers" supportive of every cost input, 371 

do you believe AIC has adequately supported its forecasted O&M expenses? 372 

A. Yes.  I believe AIC has provided adequate and significant support for its O&M forecast 373 

of expense.  My direct testimony and the additional information provide in responses to 374 

numerous data requests collectively document and support the purpose of the expenses for O&M 375 

costs necessary to provide safe and reliable service as well as additional expenses necessary to 376 

perform activities covered by the current pipeline safety regulation and to begin activities to 377 

implement actions necessary to meet additional pipeline safety regulations that are expected in 378 

the near future. 379 
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B. Adjustment to Labor Expense 380 

Q. What basis does Mr. Brosch give for his adjustment to AIC's forecasted labor and 381 

benefits expense? 382 

A. The basis for Mr. Brosch's adjustment to forecasted labor expense appears to be his 383 

statement that "AIC has not provided any specific supporting justification for all of the proposed 384 

86 incremental positions."  AG/CUB Ex. 1.0, lines 360-361.  Mr. Brosch states the removal of 385 

$3.9 million from AIC's proposed revenue requirement "would still allow the Company to fund 386 

the addition of 43 additional employees above its actual gas utility staffing levels at March of 387 

2013, to enable progress toward the activities identified in Mr. Colyer's testimony."  AG/CUB 388 

Ex. 1.0, lines 357-360. 389 

Q. Should the Commission accept Mr. Brosch's adjustment to AIC's forecasted labor 390 

expense? 391 

A. No.  Mr. Brosch's adjustment arbitrarily removes labor and benefits expense associated 392 

with 2013 hires that AIC intends to have in place by the end of the year and 2014 hires that AIC 393 

considers essential to performing the planned incremental work in the test year and beyond.  For 394 

instance, Mr. Brosch does not recognize or consider in his adjustment that AIC is in the process 395 

of filling the remaining 2013 budgeted and approved positions.  As a result, there have been 396 

additional positions filled and staffing levels are already well above the staffing levels at the end 397 

of February 2013.  As shown in AG 16.01 Attach 1, at the end of February there were 640 filled 398 

positions and, as of the end of May, AIC has hired an additional 13 positions for a total 653 filled 399 

positions.  Ameren Exhibit 22.8 shows that, as of the end of June, AIC's gas-only headcount is 400 

now at 664.  AIC intends to fill the remaining 42 budgeted and approved positions by the end of 401 

2013.  If the Commission accepts the proposed adjustment by Mr. Brosch, it will disallow the 402 
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labor and benefits expense for approximately 22 positions that AIC expects to fill in 2013, for 403 

which the associated costs in 2014 will be unrecovered.  Mr. Brosch also discounts that AIC has 404 

identified and budgeted for 21 additional essential positions to be filled in 2014.  Without the 405 

labor and benefits expense associated with those positions, AIC will be hard pressed to 406 

implement all of the ongoing, incremental work that AIC plans to commence in 2014.  Mr. 407 

Bosch is incorrect in his assertion that his adjustment "would….enable progress toward the 408 

activities identified in Mr. Colyer's testimony."  Without the staffing proposed by the Company, 409 

the Company would subsequently have to identify which activities identified in my direct 410 

testimony that would not be undertaken, scaled back, or otherwise modified.  Additionally, AIC 411 

would also need to review the activities related to the positions filled in 2013 for which costs are 412 

not being recovered, if Mr. Brosch's adjustment to reduce 43 positions is accepted. 413 

Q. What information has AIC provided in support of the gas-only incremental 414 

positions in the forecast (as measured as of the end of February 2013)? 415 

A. In response to AG 12.03, AIC provided Attach 1 identifying the number of vacant gas 416 

only positions by RMC through 2014, Attach 2 identifying the positions filled in 2013, and 417 

Attach 3 identifying the 21 additional forecasted 2014 gas positions by RMC and the reason for 418 

the position being added.  AIC also stated in the response that all positions slated for 2013 are 419 

approved by executive management and that AIC had interviewed for 43 of the vacant positions 420 

and posted or advertised for 48 of the vacant positions.  In addition, in response to AG 13.01-421 

13.17, of which each DR had at least 9 separate sub-questions, AIC provided a response to each 422 

DR and associated sub-questions along with extensive historical staffing information for 423 

essentially every RMC affiliated with the AIC gas business.  The staffing information in 13.01 424 

Attach 1 and 13.02 Attach 1 included average 2012 headcount, December 2012 actual 425 
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headcount, April 2013 actual headcount, forecasted headcount for 2013 and 2014, and 426 

substantial, additional detail on the reasons for the additional positions.  Lastly, in response to 427 

AG 16.01, AIC has updated its response to AG 12.03 through the end of May 2013, which shows 428 

13 added positions since the end of February 2013 in 16.01 Attach 1.  Additional details on the 429 

positions filled are shown in 16.01 Attach 2. These responses illustrate the progress AIC had 430 

made in filling the 2013 gas-only positions that are included in the test year labor and benefits 431 

expenses. 432 

Q. Did AIC make further progress in filing additional gas-only positions in June? 433 

A. Yes.  AIC filled 11 additional positions in the month of June 2013 bringing the total for 434 

2013 to 24 additional position filled since the end of February 2013.  Ameren Exhibit 22.8 435 

contains the relevant detail to reflect those filled positions.   436 

Q. When you factor in positions filled in January and February of 2013, how many gas-437 

only positions has AIC filed in the first six months of 2013? 438 

A. AIC has filled 32 additional positions since the beginning of 2013. 439 

Q. Do you believe the information provide by AIC in discovery adequately supports the 440 

operational need for the identified gas-only incremental positions? 441 

A. Yes.  The information provided in response to the data requests adequately identifies the 442 

need and purpose for the additional positions.  Mr. Brosch did not identify any specific activities 443 

that were provided by AIC in the data request responses that he believes AIC should not be 444 

performing, or should reduce, as a result of accepting his adjustment of $3.9 million (43 445 

positions).  He also did not specifically identify any information in the responses that he asserted 446 

to be incorrect.  447 
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Q. Mr. Brosch states "current staffing levels [as of the end of February 2013] are 448 

believed by AIC to be performing adequately and providing safe and reliable gas utility 449 

service at this time."  AG/CUB Ex. 1.0, lines 493-494.  Do you believe current staffing levels 450 

will be sufficient to perform the work planned in 2014? 451 

A. First, AIC is providing safe and reliable gas service at this time.  However, current 452 

staffing levels will not be sufficient to perform the work planned in 2014.  The scope of work 453 

planned in 2014 is beyond the work performed in 2012 and beyond the work being performed in 454 

2013.  Current staffing levels would not be sufficient or capable of completing the additional 455 

work planned in 2014.  456 

Q. Mr. Brosch seeks to disallow expense for half of incremental gas-only positions.  457 

Why can't AIC "get by" with only half of the incremental gas-only positions? 458 

A. AIC did not forecast staffing levels on the basis of what is necessary to "get by".  AIC 459 

forecasted staffing levels to take the actions necessary to continue to provide safe and reliable 460 

service as we are doing at this time and to pursue activities and advance programs to improve the 461 

integrity of the gas transmission, distribution, and storage systems, and meet the obligations AIC 462 

has under the current pipeline safety regulations and will have in 2014 and beyond.  AIC 463 

provided support for the forecasted staffing levels that are necessary to achieve these objectives 464 

and furthermore believes that these activities are prudent and justified. 465 

Since the beginning of the year AIC has hired 22 union positions and 10 management 466 

positions for a total of 32 additional positions to support the additional workload and investments 467 

being made that are related to increased regulatory requirements and improved programs.  AIC 468 

has increased its focus and modified work processes and responsibilities in the areas of pressure 469 

control operations and maintenance, SCADA operations and maintenance, and cathodic 470 
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protection processes, responsibilities, and programs.  These changes were discussed in my direct 471 

testimony lines 124 – 142 and resulted in additional positions being planned and added in 2013 472 

to enable more focus and skills in these technical areas.  Also discussed in direct testimony 473 

beginning on Line 142 – 153 were improvements related to the Watch and Protect program, 474 

Quality Assurance program, and DIMP that resulted in additional positions being planned and 475 

added in 2012 and 2013.  AIC believes that these changes are a positive improvement to safe and 476 

reliable system operation, are consistent with industry practices, and consistent with the periodic 477 

discussions AIC has had with Staff on activities and actions being taken or planned by the AIC 478 

toward strengthening pipeline safety.  If the entire adjustment of 43 positions proposed by Mr. 479 

Brosch is accepted, this would be a significant impact to the overall planned staffing AIC 480 

considers essential for 2014.   481 

Q. The data relied upon by Mr. Brosch was a snapshot of projected incremental 482 

positions as of the end of February 2013.  As of the end of June 2013, how many of the 483 

incremental positions have been filled? 484 

A. As of the end of February, AIC forecasted that it will be filling 87 additional employees 485 

by 2014, of which 21 positions are proposed in the 2014 future test year.  Of the 66 open 486 

positions that were not filled yet as of the end of February 2013, 24 positions already have been 487 

filled through June 2013.  The majority of vacancies filled in 2013 are union (craft) positions that 488 

include new positions in the areas of pressure control, SCADA corrosion control, as well as 489 

apprentice union positions being filled due to job transfers or other attrition such as retirements. 490 
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Q. For the remaining positions yet to be filled in 2013, is AIC actively filling those 491 

positions? 492 

A. Yes.  AIC is actively recruiting and working toward filling the remaining 42 positions 493 

which are in varying stages of the hiring process.  As stated previously, 11 out of the 24 already 494 

filled positions occurred in the month of June demonstrating that the AIC hiring rate and activity 495 

is well above the levels identified at the end of February.  As of July 3, 2013, 4 additional job 496 

offers have been accepted with a starting date yet to be determined which further reduces the 497 

open positions. 498 

Q. For the remaining positions yet to be filled in 2013 and 2014, how many have been 499 

designated as labor union positions? 500 

A. AIC has planned to increase gas only staffing levels by 43 union positions by 2014, of 501 

which 22 have been hired as of the end of June 2013.  22 union positions already have been filled 502 

in 2013, with 15 more union positions slotted to be filled in 2013, and an additional 6 more union 503 

positions slotted to be filled in 2014.  504 

Q. Mr. Brosch states 21 gas only positions to be added in 2014 "are discretionary and 505 

may not be added at all if the Commission does not provide advance approval of cost 506 

recovery for such added staffing."  Has AIC provided the AG with a detailed schedule of 507 

when it anticipates filing these 21 positions? 508 

A. Yes.  A detailed schedule to fill these 21 positions was provided in AG 12.03 Attach 4.  509 

Of the 21 positions, 17 are planned for recruitment and interviews beginning in the fourth quarter 510 

of 2013 with a target to have the positions filled within the first quarter of 2014.  The remaining 511 

4 are scheduled to be filled by the end of the second quarter 2014. 512 
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Q. Does AIC agree with Mr. Brosch's characterization that these are "discretionary" 513 

positions that "may not be added" if the Commission does not approve adequate cost 514 

recovery in its final order in this docket? 515 

A. AIC does not agree that the 2014 forecasted additional positions are discretionary.  My 516 

interpretation of the word "discretionary" in this instance would mean that the positions are to be 517 

used for any purpose and are not identified to be used for a particular purpose.  The forecasted 518 

positions are more accurately characterized as "essential" and they are clearly identified in 519 

responses to AG data requests for what purpose they are intended.  The purpose of the 21 520 

positions in 2014 was provided in AG 12.04 Attach 4.  As an example, in AG 12.04 Attach 4, 521 

three of the 21 positions are identified for records management (data) personnel; these additional 522 

resources are required for records and data management related to transmission and distribution 523 

records, data integrity and controls, and records development.  The positions are to complete 524 

additional work to improve data accuracy and integrity management records and conform to new 525 

standards of having traceable, verifiable, and complete data and records on transmission 526 

pipelines.  Specific work activities were also provided for the other 18 essential positions. 527 

Q. Has Mr. Brosch provided the Commission with an alternative adjustment to remove 528 

the labor and benefits expense associated with the 21 positions forecasted in 2014?   529 

A. No.   530 

C. Adjustment to Non-Labor Expense 531 

Q. What basis does Mr. Brosch give for his adjustment to AIC's forecasted non-labor 532 

expense? 533 

A. Mr. Brosch claims "specific elements of the Company's [2014] non-labor expense 534 

forecast appear to significantly overstate future expenses to provide for vast expansions of 535 
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integrity management and other safety-related programs."  AG/CUB Ex. 1.0, lines 669-672.  Mr. 536 

Brosch also criticizes AIC for not producing "supporting workpapers, historical trending data, 537 

vendor bid information or other documentation for the 'other' non-labor amounts directly entered 538 

into its budget system for the 2014 test year."  AG/CUB Ex. 1.0, lines 620-622. 539 

Q. Should the Commission accept Mr. Brosch's adjustment to AIC's forecasted non-540 

labor expense? 541 

A. No.  The activities identified by AIC have been adequately supported to be prudent and 542 

reasonable and additional information is being provided through the AG 16 series of data 543 

requests.  Mr. Brosch's recommended adjustments provided a reduction to the AIC forecast for 544 

each activity but in no case did Mr. Broach recommend eliminating the entire expense for any 545 

activity.  Mr. Brosch also did not fully explain how he arrived at the reduced non-labor costs for 546 

each activity.  Since the recommended adjustments to the non-labor expense did not completely 547 

eliminate any single activity, I am interpreting that Mr. Broach is acknowledging that activities 548 

are prudent and justified, but does not think the amount or volume of expense forecasted for each 549 

activity is reasonable or achievable.   550 

Q. Do you agree with his assessment that AIC has "significantly overstate[d] future 551 

expenses to provide for vast expansions of integrity management and other safety-related 552 

programs"? 553 

A. No.  The forecast of expenses was outlined in direct testimony and significant, additional 554 

detail has been provided in subsequent data request responses including the AG 16 series that 555 

provide the scope and related non-labor cost of the activities being planned.  I do not believe the 556 

cost of the activities is overstated nor is the proposed scope of the activities a "vast expansion" of 557 

the Company's integrity management and pipeline safety programs.  On the contrary, I believe 558 
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AIC has been prudent by evaluating and identifying the activities that will provide a positive 559 

benefit to customers and the public by strengthening pipeline safety and integrity management, 560 

has provided sufficient support on why the activities are necessary, and has developed a forecast 561 

of expense that will enable the Company to implement the activities as outlined.    562 

Q. Do you agree with his criticism that AIC has not provided documentation and 563 

specific support for estimated non-labor operating expense? 564 

A. No. The Company has diligently responded to the data requests with the information that 565 

has been available and in certain cases AIC has also developed additional, and more detailed 566 

information relative to the data requests for the purpose of supplying Mr. Brosch with as much 567 

detail as possible, given the limited time available to respond to the data requests.  I believe the 568 

Company has supplied sufficient information to understand the intended purpose of the non-569 

labor expenses and how costs were developed.     570 

Q. What information has AIC provided in support of its forecasted non-labor 571 

operating expenses? 572 

A. In response to several data requests, including ENG 3.01, AG 12.12, AG 15.03, and the 573 

AG 16 series, the Company provided explicit details regarding gas personnel, leak repairs, data 574 

development and conversion, EAM project, high pressure distribution right of way (ROW) 575 

clearing, sewer cross bore inspections, damage prevention, atmospheric corrosion painting, 576 

JULIE requests, and leak surveys.  The details included explaining the activities, as well as the 577 

variance in expenditures where no program or a limited program and activity existed prior to the 578 

2014 future test year. 579 
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Q. In looking at AG Exhibit 1.3, page 2 of 9, Mr. Brosch seeks to provide alternative 580 

forecasted amounts for seven (7) different distribution activities.  Have you reviewed his 581 

proposed reforecasting for these activities? 582 

A. Yes. 583 

Q. For Integrity Management (DIMP leak repairs) (line 2), AIC has forecasted $1.3 584 

million for that activity.  Mr. Brosch has recommended a reforecasted amount of $650,000.  585 

Why is Mr. Brosch's reforecasted amount insufficient for the work that is necessary and 586 

planned for 2014? 587 

A. AIC has identified the integrity management related activity of completing leak repairs 588 

including repairs on certain gas service tee caps.  The issues surrounding these particular caps is 589 

a documented and well known issue within the industry and is recognized by PHMSA and state 590 

pipeline safety regulators as well.  AIC has identified this activity as a prudent accelerated action 591 

as part of DIMP.  AIC provided additional detail in the AG 15.03 data request and provided 592 

further, additional detail in the AG 16.05 data request, including historical leak repair 593 

information and the most recent PHMSA advisory.  As identified in the data request response 594 

information, AIC has historically and actively repaired leaks using both in-house labor and to a 595 

smaller extent, contractor labor.  As part of the DIMP, AIC intends to accelerate the repair of 596 

leaks including the service tee caps primarily through the use of contractors which is a non-labor 597 

expense.  By adjusting the amount of non-labor expense from $1,300,000 to $650,000, AIC will 598 

likely have to reduce by 50% the number leak repairs.   599 

Q. How did AIC calculate its forecasted amount for this activity? 600 

A. Leak repair costs were estimated for contractors, engineering and field labor to identify, 601 

locate, and repair leaks on mains and services as part of the DIMP threat analysis.  Additionally, 602 
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costs to repair certain gas service caps that have a history of leaking were included in the 603 

forecasted cost.     604 

Q. What is the work contemplated for this activity in the test year? 605 

A. The forecast will enable repair of between 100 and 150 additional service tee cap leaks at 606 

an estimated cost of $1500 per repair and to repair approximately 250 and 300 additional main or 607 

service leaks at an estimated costs of $3000 per repair.   608 

Q. Why is the AIC forecasted amount reasonable and prudent for this activity for the 609 

test year? 610 

A. This activity was developed based on the DIMP program requirement in 2012 for 611 

instituting additional and accelerated leaks repairs.  The average cost of the repairs is reasonable 612 

based upon historic information and the activity of repairing leaks to improve the integrity of the 613 

system is prudent. 614 

Q. For Integrity Management (data development) (line 3), AIC has forecasted $1.1 615 

million for that activity.  Mr. Brosch has recommended a reforecasted amount of $550,000.  616 

Why is Mr. Brosch's reforecasted amount insufficient for the work that is necessary and 617 

planned for 2014? 618 

A. The current demands to meet pipeline safety regulatory requirements, especially in the 619 

areas of integrity management, requires increased data, better data accuracy, and the ability to 620 

spatially, and accurately reference the pipeline system to surrounding structures and boundaries.  621 

AIC has been actively working on data development to support integrity management including 622 

data correction, data development such as electronic service card and pipe exam information, and 623 

geocoding of leaks on the GIS system.  So far in 2013, AIC has spend approximately $350,000 624 
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on data related activities however this level of expense is not sufficient to make the continual 625 

improvements in the data intensive DIMP model that are necessary to mitigate gaps in AIC's 626 

current GIS data model.  Mr. Brosch's recommended adjustment of $550,000 will likely not 627 

cover the cost of the data related activities AIC will experience in 2013.  AIC has provided 628 

additional information in the AG 16.06 data request including some of the more critical issues 629 

with AIC existing GIS and facility data including a landbase reference that is not based on GPS 630 

corrected standards.  This means that information collected efficiently and effectively via GPS is 631 

not easily integrated without manual intervention and therefore the landbase and the AIC gas 632 

facilities need to be conflated to match GPS standards.  If Mr. Brosch's adjustment is accepted, 633 

AIC will not be able complete the additional work planned for 2014 to improve the data model 634 

utilized for integrity management.  635 

Q. How did AIC calculate its forecasted amount for this activity? 636 

A. The costs for data conflation and clean-up are for a vendor to convert existing GIS data 637 

into a corrected land base data set that matches current GPS and geospatial corrected database 638 

standards.  In addition, field services contractors will be needed to field verify land base 639 

corrections.  The costs are based on preliminary discussions with GIS Services contractors.  A 640 

specific bid has not yet been obtained to perform the work necessary to support the integrity 641 

management programs.     642 

Q. What is the work contemplated for this activity in the test year? 643 

A. In the AG 16.06 data request, it is identified that the work contemplated for 2014 644 

includes GIS analysis such as placing leaks on an electronic map (GIS), analyzing and relating 645 

leaks or other work to gas facilities, and analyzing GIS data in determining cathodic protection 646 

systems.  Additionally, GPS collection of data including line markers, emergency valves, farm 647 
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taps, and other unmapped or previously unavailable data is planned.  Also planned is additional 648 

conversion of paper records to electronic and data conflation work to begin the process of 649 

correcting the existing GIS data to match modern GPS standards. 650 

Q. Why is the AIC forecasted amount reasonable and prudent for this activity for the 651 

test year? 652 

A. In AG 16.06, AIC has provided an estimate of ongoing costs for the data related activities 653 

of about $950,000 of ongoing, future costs.  This does not include the non-labor costs for the 654 

data related activities that that are already underway in 2013 and which I mentioned previously 655 

AIC had already spend approximately $350,000.  The 2013 activities will also continue in 2014.  656 

The data related activities are critical to the continual improvement of DIMP and data model 657 

therefore I believe the activity is prudent by supporting this important pipeline safety 658 

requirement.  The forecast of non-labor expense in conjunction with the additional detail 659 

developed to provide as much information as possible when responding to data request AG 660 

16.06, I believe, demonstrates the forecast is reasonable for the identified work to be completed.   661 

Q. For additional High Pressure Distribution ROW clearing (line 4), AIC has 662 

forecasted $1.2 million for that activity.  Mr. Brosch has recommended a re-forecasted 663 

amount of $600,000.  Why is Mr. Brosch's re-forecasted amount insufficient for the work 664 

that is necessary and planned for 2014? 665 

A. Clearing high pressure distribution (HPD) ROW will improve AIC's ability to perform 666 

activities such as leak survey and patrols, provide improved access for emergency response and 667 

damage prevention activities such as locating, visibility and location of easements, and better 668 

marking of pipelines which will help with mitigating excavation damage and help maintain 669 

ROW clearances and reduce encroachments.  The HPD pipelines are typically considered a 670 



Ameren Exhibit 22.0 (Rev.) 
Page 31 of 40 

 

critical facility due to the high pressure operation which can be hazardous if damage occurs and 671 

that these pipelines typically provide natural gas to multiple communities, so damage can also 672 

affect reliability.  AIC is providing additional information in data request AG 16.07 that was 673 

developed to provide as much information as possible for the response.  The information 674 

identifies historical costs for 2011 and 2012.  Based upon these costs AIC believes the annual 675 

costs to clear the ROW over 10 years will be approximately $975,000 per year.  In addition, 676 

ongoing maintenance costs for mowing and spraying and installing line markers is estimated to 677 

be about $225,000 per year.  If Mr. Brosch's adjustment is accepted, AIC will be limited to 678 

approximately 50% of the clearing of HPD ROW for 2014, which will extend the program to 20 679 

years based on current estimates.  Moreover, the significant reduction for this activity will defer 680 

the expense to future years which will increase expense to complete the clearing and will limit 681 

the anticipated improvements to pipeline safety as discussed above including mitigating 682 

excavation damage to these critical facilities. 683 

Q. How did AIC calculate its forecasted amount for this activity? 684 

A. The forecasted amounts were based upon historical costs for transmission ROW clearing 685 

and the approximate number of miles of HPD ROW to be cleared over 10 years.  As noted in AG 686 

16.07, the costs for ROW clearing are based on the physical area to be cleared and not the 687 

classification of pipe such as transmission versus distribution.  Therefore clearing and 688 

maintenance costs will be similar between transmission and distribution.   689 

Q. What is the work contemplated for this activity in the test year? 690 

A. AIC plans to incrementally clear the HPD ROW and install pipeline markers over the 691 

next 10 years.  Additionally, AIC plans to perform maintenance mowing and spraying on a four-692 
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year cycle.  Once the initial HPD ROW clearing is completed, the non-labor expense for this 693 

activity will significantly drop to the four year maintenance expense. 694 

Q. Why is the AIC forecasted amount reasonable and prudent for this activity for the 695 

test year? 696 

A. The non-labor expense for this activity is forecasted based upon the estimated number of 697 

miles to cleare and the historical and applicable contractor ROW clearing costs AIC has recently 698 

experienced.  The forecast of non-labor expense in conjunction with the additional detail 699 

developed to provide as much information as possible when responding to data request AG 700 

16.07, I believe, demonstrates the forecast is reasonable for the identified work to be completed.  701 

If Mr. Brosch's adjustment is accepted, AIC will be limited to approximately 50% of the planned 702 

clearing and will not be able to achieve the pipeline safety improvements the HPD ROW 703 

clearing program is anticipated to create.  704 

Q. For Sewer Cross Bores inspection work (line 5), AIC has forecasted $550,000 for 705 

that activity.  Mr. Brosch has recommended a re-forecasted amount of $500,000.  Why is 706 

Mr. Brosch's re-forecasted amount insufficient for the work that is necessary and planned 707 

for 2014? 708 

A. Mr. Brosch's recommended amount is nearly the same as the AIC forecast.  It is unclear 709 

how Mr. Brosch determined a slightly lesser amount in his recommendation.  While not all work 710 

would be completed with the reduced amount recommended by Mr. Brosch, AIC would be able 711 

to perform about 90% of work planned for 2014, under the adjusted amount. 712 
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Q. How did AIC calculate its forecasted amount for this activity? 713 

A. The sewer cross bore inspection program is predominantly focused on gas service and 714 

main installations performed between approximately 1980 and 2000.  Records indicate there are 715 

as many as 200,000 gas services installed during this period.  Based on historical costs in 2012 716 

for contractors to perform inspections, AIC forecasted a cost of approximately $250 per 717 

inspection.  718 

Q. What is the work contemplated for this activity in the test year? 719 

A. AIC plans to inspect between 2,000 and 2,500 services in 2014 for a total estimated costs 720 

of $550,000.  Based on 2014 inspection results, AIC may need to increase the level of 721 

inspections in future years to complete all services in a reasonable time frame.   722 

Q. Why is the AIC forecasted amount reasonable and prudent for this activity for the 723 

test year? 724 

A. Legacy sewer cross bores are a known, potential, threat to the integrity of the gas system. 725 

There are a number of utilities that have instituted similar inspection programs as a prudent 726 

measure to mitigate this threat to the integrity of the gas distribution system.  The costs proposed 727 

by AIC are reasonable given the recent historical costs experienced to perform inspections and 728 

the additional scope of inspections planned in 2014 and beyond, based upon the results of the 729 

inspections completed in 2011 and 2012. 730 
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Q. For the Watch and Protect 3rd party damage prevention program (line 6), AIC has 731 

forecasted $650,000 for that activity.  Mr. Brosch has recommended a re-forecasted 732 

amount of $340,000.  Why is Mr. Brosch's re-forecasted amount insufficient for the work 733 

that is necessary and planned for 2014? 734 

A. The Watch and Protect program that began in 2011 consists of field monitoring of 735 

excavations (stand-by) being performed when an excavation is near a high pressure pipeline or 736 

near gas mains that are 8" or larger in diameter.  The program was expanded to also have stand-737 

by for critical locations such as schools and nursing homes and also for excavation activity 738 

related to directional boring and new excavators.  The stand-by process is performed 739 

predominantly with contractors and the AIC forecasted expense is based upon the projected 740 

stand-by work for 2014.  The recommended reduction by Mr. Brosch will not cover the 741 

forecasted costs for the Watch and Protect program in 2014. 742 

Q. How did AIC calculate its forecasted amount for this activity? 743 

A. The forecasted expense for this activity was based upon an estimate of 4,000 stand-bys in 744 

2014 at a cost of **** per stand-by plus a wage and benefit premium that is paid in certain 745 

locations in accordance with labor contract requirements.  The increased volume from previous 746 

years as identified in the AG 16.08 response and AG 16.08 Attach 4, is due to an increase of 747 

5.5% in locate ticket volume between 2011 – 2012 and also a projected increase in volume from 748 

the program expansion as outlined above for additional locations and excavation activity such as 749 

boring.  As identified in AG 16.08 Attach 2, the stand-by costs based on invoices in 2012 were 750 

approximately $400,000 which exceeds Mr. Brosch's recommendation of $340,000. The standby 751 

volume in 2012 was about 2,400 and in 2013 the stand-by volume is at about 900 through May 752 

but is expected to increase as excavation activity will begin to increase for summer.   753 
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Q. What is the work contemplated for this activity in the test year? 754 

A. AIC projected stand-by volume of approximately 4,000 at a forecasted cost of $650,000  755 

Q. Why is the AIC forecasted amount reasonable and prudent for this activity for the 756 

test year? 757 

A. The Watch and Protect program has proven effective at reducing excavation damage and 758 

is a prudent mitigating measure to reduce risk related to one of the top threats to the integrity of 759 

the distribution system.  AIC has also expanded the program to achieve continued improvements 760 

through reduced damages. The forecasted expense is reasonable based upon recent costs in 2012 761 

of about $400,000, and anticipated additional costs due to a trend in increased excavation activity 762 

and the recent expansion of the program. 763 

Q. For Corrosion Control Project (line 7), AIC has forecasted $1.0 million for that 764 

activity.  Mr. Brosch has recommended a re-forecasted amount of $420,000.  Why is Mr. 765 

Brosch's re-forecasted amount insufficient for the work that is necessary and planned for 766 

2014? 767 

A. AIC painting work is corrosion control for above ground piping that is subject to 768 

atmospheric corrosion.  The two largest groups of facilities are group 1) residential and small 769 

commercial meter sets (approximately 900,000), and group 2) regulator stations and large 770 

customer meter sets.  In the AG 16.09 data request response, AIC has provided information 771 

regarding the painting program, historic costs, painting evaluation and prioritization.  In AG 772 

16.09 Attach 4, AIC identifies that, due to a back log of facilities requiring painting (AG 16.09 773 

Attach 5), observed conditions, and regulatory expectations, it is proposing an expansion of 774 

painting activity in 2014 and beyond compared to historical trends.  For the group 2 facilities 775 

AIC plans to spend about $700,000 in painting in 2014 compared to expenditures of about 776 
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$285,000 in 2012.  For group 1 facilities, primarily residential meter sets, the AIC summer meter 777 

painting program has been reactive in the past by painting meters sets that were identified as 778 

needing paint during the prior year.  AIC plans to move to a more proactive program starting in 779 

2014 and to complete both the reactive program (paint meters from 2013) and the meters found 780 

as needing paint that same year in 2014.  Each year after 2014, AIC will paint the meters 781 

identified as needing paint the same year as they are identified.  This expense is forecasted to be 782 

$300,000 annually.  During 2012 AIC expenditures for group 1 were about $400,000.  Mr. 783 

Brosch's recommendation is essentially the same as the 2012 painting expenditures for group 1 784 

and will be insufficient for AIC to expand the group 2 painting activities.    785 

Q. How did AIC calculate its forecasted amount for this activity? 786 

A. Summer painters are utilized for residential meter set painting and are hired through 787 

Guidant/Zempleo as temporary help at a fixed hourly cost.  Contractors for regulator station and 788 

large meter sets are selected through a bidding process.  The forecast amount for group 1 is based 789 

upon historical costs and the anticipated volume.  The forecast amount for group 2 is based upon 790 

costs for small facilities such as regulator station for blasting, recoating and lead abatement 791 

ranging from $2,000 - $3,500 per site.  Medium size facilities typically approach $4,000 - 792 

$10,000 per site depending on the piping condition, configuration and footprint. Larger sites such 793 

as a gate station can cost $50,000 or more.  As stated above AIC has forecasted to increase the 794 

spending on group 2 facilities as compared to 2012.  795 

Q. What is the work contemplated for this activity in the test year? 796 

A. AIC plans to invest $200,000 in small gas regulator station recoating, $250,000 in 797 

medium size gas regulator station coating improvements, $100,000 allocated for the large sites 798 

and the remaining $150,000 to be used for industrial gas metering facilities.  The actual site 799 
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locations to be painted have not been determined but will be prioritized based upon the available 800 

information closer to the time the activity will be completed.  801 

Q. Why is the AIC forecasted amount reasonable and prudent for this activity for the 802 

test year? 803 

A. The maintenance of coatings to prevent atmospheric corrosion is prudent in that it is a 804 

regulatory requirement and also provides benefit to customers by extending the life of the 805 

facilities versus them corroding and requiring replacement at a later date.  Given the scope of the 806 

AIC above ground facilities that is approaching 1 million aboveground facility locations, I 807 

believe an expense of $1 million per year to ensure facility coatings are maintained and 808 

regulatory requirements and expectations are met, is reasonable.  AIC has provided AG with 809 

considerable additional detail in AG 16.09 supporting the costs as reasonable by providing 810 

historical costs, reasons for expanding group 2 painting, and contractor costs.  811 

Q. For the JULIE locate work, AIC has forecasted $3.1 million for that activity.  Mr. 812 

Brosch has recommended a re-forecasted amount of $2,240,000.  Why is Mr. Brosch's re-813 

forecasted amount insufficient for the work that is necessary and planned for 2014? 814 

A. AIC is required to receive locate requests and respond to locate requests as outlined in the 815 

regulations.  The costs associated with being a member of JULIE and locating gas facilities is 816 

mandatory under the law and therefore the associated non-labor expenses are not discretionary or 817 

avoidable.  Mr. Brosch has recommended an adjustment that would not allow AIC to fully 818 

recover JULIE and locating related expenses based upon a 2014 forecast of 240,000 locate 819 

requests and an average cost of $13 per locate.  The 2012 actual locate volume was 820 

approximately 235,000 and therefore the 2014 forecast reflects only a modest increase in volume 821 

of 5,000 locates. 822 
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Q. How did AIC calculate its forecasted amount for this activity? 823 

A. JULIE locate costs are based on a per locate cost of approximately $13 (See AG 16.10 824 

Attach 6) and a forecasted level of 240,000 gas locate requests that will have to be physically 825 

located.  In 2012, AIC performed approximately 235,000 physical locates.  The forecast level of 826 

requests is based on historical trends and anticipated increases in new business activity that will 827 

create additional locate requests.   828 

Q. What is the work contemplated for this activity in the test year? 829 

A. AIC provided a response to data request AG 16.10 that identifies an increasing trend in 830 

JULIE requests between 2011 – 2012 of about 5.5%.  So far through May 2013, the locate 831 

request trend is slightly behind 2012 due to some of the wet spring and early summer conditions 832 

however three out of five months in 2013 have seen greater request volume than in 2012.  It is 833 

anticipated that the 2013 requests will increase as excavation activity will begin to increase for 834 

summer and that 2013 requests will be ahead of 2012 due to an increase of approximately 6% in 835 

new business electric and gas services.  In 2012, AIC performed approximately 235,000 locates 836 

as was identified in AG 16.10 Attach 5.  The 2014 forecast is a modest increase of 5,000 locates 837 

over 2012 which considering the recent increasing trend of 224,000 locates in 2011 and 235,000 838 

locates in 2012, is conservative.  At approximately $13 per physical locate including JULIE 839 

ticket costs, AIC has forecasted $3,100,000 which appears to very much in line with historical 840 

locating activity and locating contractor costs as identified in the AG 16.10 data request 841 

response. 842 
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Q. Why is the AIC forecasted amount reasonable and prudent for this activity for the 843 

test year? 844 

A. The forecasted amount for this activity is reasonable based upon a conservative increase 845 

in locating volume for 2014, the historical cost for the two contractors which was included for 846 

2011 and 2012 in AG 16.10 Attach 6 along with the updated contractor rates for 2013 and 2014.  847 

This activity is required by law and therefore any costs of complying with the JULIE 848 

requirements and locating gas facilities is mandatory and a prudent expenditure. 849 

Q. Mr. Brosch also refers to the federal regulations that are expected to be issued in the 850 

wake of the legislation passed at the end of 2011.  What is the status of the rulemaking? 851 

A. A Notice of Proposed Rulemaking (NPRM) is expected in late 2013 according to the 852 

information received from the American Gas Association (AGA).  The anticipated NPRM is 853 

being informally referred to as a transmission "mega-rule" that will impose multiple, new 854 

pipeline safety regulations.  While the new regulations will not be enacted by the beginning of 855 

2014, AIC is following this issue closely and believes it is prudent to begin proactively working 856 

on this key item in 2014 and not wait until regulations are enacted.  AIC has spoken as recently 857 

as the beginning of June 2013 with officials from AGA regarding what is anticipated, in their 858 

best judgment, and will be contained in the "mega-rule".  AGA indicated that they believe 859 

PHMSA will recommend in the NPRM to expand transmission integrity management regulations 860 

beyond High Consequence Areas (HCA's) and also regulations be developed to require that tests 861 

be conducted for previously untested transmission lines in HCA’s.  AIC has provided additional 862 

information it has received from AGA on the status of the various components contained in the 863 

legislation passed in 2011 in the data request response to AG 16.03.  The anticipated new federal 864 
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regulations are not expected to have a significant impact on the distribution related work or 865 

distribution expense AIC will experience in 2014 and beyond.   866 

III. CONCLUSION 867 

Q. Does this conclude your ebuttal testimony? 868 

A. Yes, it does. 869 
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