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ILLINOIS COMMERCE COMMISSION 1 

DOCKET No. 13-0301 2 

SURREBUTTAL TESTIMONY OF 3 

THOMAS B. KENNEDY, III 4 

Submitted On Behalf Of 5 

Ameren Illinois 6 

 INTRODUCTION AND WITNESS QUALIFICATIONS I.7 

Q. Please state your name, business address. 8 

 My name is Thomas B. Kennedy, III.  My business address is 300 Liberty Street, Peoria, A.9 

Illinois 61102. 10 

Q. Are you the same Thomas B. Kennedy, III who sponsored direct and rebuttal 11 

testimony in this proceeding? 12 

 Yes, I am. A.13 

 PURPOSE AND SCOPE II.14 

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

 The purpose of my surrebuttal testimony is to respond to the rebuttal testimonies of A.16 

Illinois Commerce Commission (ICC or Commission) Staff witness Mr. Steven Knepler and 17 

Attorney General (AG) witness Mr. Michael Brosch regarding their adjustments to sponsorship 18 

expense, community outreach expense, advertising agency (Simantel) charges, and other public 19 

relation expenses. 20 
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Q. What exhibits are you sponsoring with your surrebuttal testimony? 21 

 I am sponsoring the following exhibits: A.22 

 Ameren Exhibit 24.1: 2012 Sponsorship Expense (BAP 23.01 Attach; submitted 23 

in Docket No. 13-0192 and cross-referenced in SRK 1.01; adjusted to reflect Staff 24 

accepted amount) 25 

 Ameren Exhibit 24.2: 2012 Community Outreach Expense (SRK 1.02 Attach; 26 

adjusted to reflect Staff accepted amount) 27 

 Ameren Exhibit 24.3: 2012 "Potentially Comparable" Simantel Charges (SRK 28 

1.07 Attach 2) 29 

 Ameren Exhibit 24.4: Response to AG 7.08 (no attachments) 30 

 Ameren Exhibit 24.5: AG 7.08 Attach 1 31 

 Ameren Exhibit 24.6: 2012 Account 930.2 Simantel Charges 32 

 RESPONSE TO STAFF WITNESS KNEPLER III.33 

Q. Have you reviewed the rebuttal testimony of Mr. Knepler? 34 

 Yes.  I have reviewed Mr. Knepler's rebuttal testimony (ICC Staff Ex. 10.0 (18 pages), A.35 

his Schedules 10.1 – 10.4 (16 pages), his Attachment A (AIC's response to DR Staff SRK 1.01 – 36 

1.10), his Attachment B (AIC's response to DR Staff SRK 2.01 – 2.07), his Attachment C (AIC's 37 

response to DR Staff SRK 3.01), his Attachment D (AIC's Response to DR AIC-Staff 4.01-4.20), 38 

and his Attachment E (AIC's Response to DR AIC-Staff 13.01-13.03). 39 

Q. What revenue adjustments has Mr. Knepler proposed on rebuttal? 40 

 Mr. Knepler has proposed four revenue adjustments on rebuttal: an adjustment to remove A.41 

certain 2012 Sponsorship Expense ($94,000); an adjustment to remove certain 2012 Community 42 

Outreach Expense ($7,000); an adjustment to remove certain 2012 Simantel charges ($68,000); 43 

and an adjustment to remove 2012 payments to Strategic International Group (SIG) ($109,000). 44 
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Q. Has AIC agreed to any of Mr. Knepler's proposed disallowances? 45 

 Yes.  As noted below in my response to Mr. Brosch and as Mr. Knepler notes on lines A.46 

301-303 of his rebuttal, in response to DR AG 7.09, AIC has agreed to remove SIG's allocated 47 

electric expense from the revenue requirement in this case to limit disputed issues. 48 

A. Response to Staff Witness Knepler on Sponsorship and Community 49 

Outreach Expenses 50 

Q. Please describe Mr. Knepler's adjustment for sponsorship expense. 51 

 Mr. Knepler's rebuttal adjustment is similar to his direct adjustment with some minor A.52 

changes: a correction for the amount he disallows for the Beverly Farms Sponsorship; a 53 

withdrawal of his adjustment for the Illinois Institute of Technology sponsorship
1
; and an 54 

application of an electric distribution allocator factor (92.06%).  After reflecting those changes, 55 

Mr. Knepler proposes to disallow $94,000 in addition to the self-disallowances AIC proposes.  56 

Included with my surrebuttal is Ameren Exhibit 24.1, which identifies the amount of Account 57 

930.1 sponsorship expense that AIC has removed and corrects BAP 23.01 Attach to reflect 58 

Staff's acceptance of he electric portion of the Illinois Institute of Technology sponsorship. 59 

Q. Please describe Mr. Knepler's adjustment to community outreach expense. 60 

 As with his sponsorship adjustment, Mr. Knepler's rebuttal adjustment for community A.61 

outreach expense is similar to his adjustment presented in direct with some minor changes: a 62 

withdrawal of his adjustment for the Illinois Municipal League sponsorship; and an additional 63 

amount added, which he seems to think is necessary to reflect tangible benefits AIC identified in 64 

                                                 

1
 Notably, at the time of this filing, Commission Staff in Docket No. 13-0192 (AIC's gas rate case) oppose recovery 

of the gas portion of this sponsorship expense, based on the same record evidence.   
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response to SRK 1.02.  After making those changes, Mr. Knepler proposes to disallow $7,000 in 65 

addition to the self-disallowed electric amount AIC has identified ($300).  Included with my 66 

surrebuttal is Ameren Exhibit 24.2, which identifies the amount of Account 908 community 67 

outreach expense that AIC has removed and corrects SRK 1.02 Attach to reflect Staff's 68 

acceptance of the electric portion of the Illinois Municipal League sponsorship. 69 

Q. Have you identified any errors with Staff's community outreach schedule (10.02)? 70 

 Yes.  It would appear that Staff misunderstands how AIC calculated and accounted for A.71 

tangible benefits AIC received.  In this instance, the community outreach event was AIC's 72 

sponsorship of the Family Fun Zone at the Heart of Illinois Fair.  The electric financial 73 

contribution for that event, as indicated in Ameren Exhibit 24.2, was $3,000 (line 9, column a).  74 

The electric portion of the tangible benefits received was $300 (line 9, column m).  Deducting 75 

that benefit from the electric financial contribution results in an amount of $2,700.  That is the 76 

amount of expense associated with the sponsorship of this event that AIC is seeking to recover.  77 

Similar deductions were netted against sponsorship costs in Ameren Exhibit 24.1.  As illustrated 78 

in this exhibit, AIC employees who attended the event received tangible benefits, the amount 79 

which was subtracted from the event costs to derive an amount of recoverable expense for each 80 

event.  In this instance however, Mr. Knepler disallows the entire electric amount ($3,000) and 81 

deducts an additional ($500) for a total disallowance of $3,500.   82 
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Q. What rationales does Mr. Knepler provide in support of his adjustment to 83 

sponsorship and community outreach expense? 84 

 Mr. Knepler claims the disallowed expenses for sponsorships and community outreach A.85 

"are not necessary for the provision of electric distribution service and do not provide a 86 

quantifiable benefit to Illinois jurisdictional ratepayers." (p. 3, lines 57-59.)   87 

Q. Are these the same rationales Mr. Knepler used in support of his direct adjustment? 88 

 Not exactly.  It is my understanding that Mr. Knepler's primary justification in support of A.89 

his direct adjustments was that the sponsorship or community outreach expense was "goodwill," 90 

even if AIC was not afforded the opportunity to educate customers via a traditional print or 91 

media advertisement as part of the expense. 92 

Q. Does Mr. Knepler adequately explain the basis for his new rationales? 93 

 No.  Mr. Knepler does not cite any prior Commission orders or statutory provisions in A.94 

support of his "necessary" and "quantifiable benefit" standards.  The only statutory provision 95 

cited by Mr. Knepler is Section 9-225 of the Public Utilities Act, but there is no indication Mr. 96 

Knepler relies upon that section for his stated rationales.  It also is not clear how the sponsorship 97 

and community outreach expenses Mr. Knepler accepts would meet his own standards.  98 

Q. Does Mr. Knepler adequately explain the application of his rationales? 99 

 No. There is not a detailed discussion of the methodology and criteria Mr. Knepler used A.100 

to determine which sponsorship and community outreach expense to accept and which to 101 

disallow.  It appears, however, that generally Mr. Knepler agrees that AIC should recover 102 

sponsorship and outreach expense in instances where AIC identified an example of a print 103 



Ameren Exhibit 24.0 

Page 6 of 25 
 

advertisement that was distributed at the event, or if AIC indicated it had a booth presence at the 104 

event.  105 

Q. Are there apparent inconsistencies in Staff's adjustment? 106 

 Yes.  For two events – AIC's sponsorship of Illinois High School Association March A.107 

Madness banquet and tournament and AIC's sponsorship of the Peoria Rivermen Hockey Goals 108 

for Kids – Staff disallows the entire amount of the sponsorship, despite the fact that AIC 109 

provided an example advertisement and removed the value of the tangible benefits.  In addition, 110 

Mr. Knepler removes the full cost of the sponsorships of the Tate and Lyle Championship for the 111 

Decatur Futures Charity, even though AIC had a booth presence and removed the value of the 112 

tangible benefits.  As I explain in my rebuttal testimony, the sponsorship expense of these sport-113 

related community outreach sponsorships (less then value of the tangible benefit) should be 114 

recovered in rates. 115 

Q. At lines 142-147, Mr. Knepler seems to question the reasonableness of the amount of 116 

AIC's sponsorships for the Illinois High School Association and the Peoria Rivermen 117 

Hockey.  Can you explain why AIC's sponsorships for these events were higher than other 118 

sponsorships AIC made in 2012? 119 

 The sponsorship amount associated with these events is a function of AIC's presence at A.120 

these local youth-sports events.  For the Illinois High School Association, AIC is one of three 121 

major sponsors.  Banners recognize major sponsors.  Announcements through games recognize 122 

major sponsors.  AIC's logo is included on center scoreboard video and on the poster that is 123 

distributed to the local community and schools.  Also, AIC is a name sponsor of one of four 124 

basketball courts in the March Madness “Experience”.  A full page, color program ad located on 125 
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the back inside cover is also included in each of two issues of the program.  All the games are 126 

televised on local TV.  Participation in this event enables AIC to provide educational, energy 127 

efficiency messaging to attendees.  For the Peoria Rivermen, AIC is a "Championship" sponsor  128 

which includes a pair of full color dasher board ads color located at net end of rink, game 129 

promotion "Ameren Illinois Power Play," video board promotion "Player One Up Slides," full 130 

page in pocket schedule, one month ad in program, five concourse table/booth opportunities, and 131 

a banner ad on website.  Most importantly though, AIC is title sponsor of G.O.A.L.S. 132 

player/school appearance program where players talk with students.  The G.O.A.L.S. campaign 133 

was designed for hockey players to have the opportunity to speak with local kids about 134 

G.O.A.L.S. for Good Character.  We used the acronym G.O.A.L.S. to talk to the kids about 135 

getting along with others, overcoming obstacles, always having a good attitude, listening to 136 

others and showing good sportsmanship.  Over 5,000 students participated in the 2011-2012 137 

G.O.A.L.S. program. 138 

Q. Is there also additional information in Ameren Exhibits 24.1 and 24.2 that Mr. 139 

Knepler seems to have discounted in his analysis? 140 

 Yes.  As I mentioned in my rebuttal testimony, there is no indication that Staff has given A.141 

any weight to information AIC initially provided in Ameren Exhibit 6.2 (Rev.) on the "Benefit to 142 

Attendees," "AIC Informational Messaging Description," and available "Advertising Channels."  143 

In addition, Mr. Knepler is dismissive of the additional information provided in response to BAP 144 

23.01 in categories 1-8.  In addition, there is no indication that Staff has taken into account the 145 

value of Tangible Personal Benefits that AIC calculated and there is no explanation why some 146 

amount of a disallowed sponsorship cannot be recovered once the value of Tangible Personal 147 
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Benefits has been removed.  For example, in 2012, AIC sponsored a Thanksgiving Luncheon at 148 

the Greater Decatur Chamber of Commerce (line 57).  There was no print advertisement or booth 149 

presence associated with this sponsorship.  But there was the opportunity for AIC co-workers in 150 

attendance to network with community participants at the event on energy efficiency issues 151 

(columns i, w, x, y, z).  The assumption is that Mr. Knepler did not give this additional 152 

information any weight when deciding which amounts to disallow.  In this instance, AIC is 153 

seeking to recover the electric portion of the sponsorship ($4,500, column b) less the value of the 154 

meals received by the AIC co-workers in attendance ($192, column v).  Staff, on the other hand, 155 

seeks to disallow the entire electric amount ($4,500).  This example illustrates a principal 156 

difference between Staff's and AIC's adjustment proposals and approaches to calculating a 157 

recoverable amount of expense.  158 

Q. Did Mr. Knepler also fail to respond to other analysis contained in your rebuttal 159 

testimony? 160 

 Yes.  On pages 20-22 of my rebuttal testimony, I describe the Commission's recent A.161 

decision in Docket Nos. 12-0511/0512, in which the Commission rejected Staff's adjustment to 162 

disallow the financial support in the form of sponsorships given to organizers that were 163 

“charitable organizations or organizations providing public welfare or educational services.”  164 

The Commission found that "the nature of the expense was more important" than the account 165 

where the expense was booked.  Staff appears to have disregarded this analysis entirely and the 166 

Commission's most recent opinion on sponsorships in Mr. Knepler's rebuttal testimony, as 167 

suggested by Staff's response to AIC-Staff 4.02 (attached to Mr. Knepler's rebuttal).   168 
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Q. Mr. Knepler quotes from your direct exhibit, Ameren 6.3, and claims you 169 

characterized sponsorships and community outreach as advertising expenses.  His data 170 

responses attached to his testimony make a similar claim.  Is that accurate? 171 

 No.  Ameren Exhibit 6.3 (Rev.) identified electric production and publication advertising A.172 

costs that were charged to Account 909 in 2012.  Ameren Exhibit 6.3 (Rev.) did not concern 173 

sponsorships and community outreach expenses that were charged to Accounts 930.1 and 908 174 

respectively in 2012.  Those expenses were disclosed in Ameren Exhibit 6.2 (Rev.).  Mr. Knepler 175 

quotes one sentence in Ameren Exhibit 6.3 in support of his assertion and that sentence properly 176 

directs the reader to Ameren Exhibit 6.2 for sponsorship and community outreach expenses.   177 

Q. Mr. Knepler suggests you are proposing that sponsorship and community outreach 178 

costs only be evaluated as advertising expenses under Section 9-225 of the Act.  Is that 179 

accurate? 180 

 No, and I think anyone who has read my rebuttal testimony would realize that claim A.181 

misrepresents my position.  Should some of AIC's sponsorships be evaluated under Section 9-182 

225 of the Act?  Yes, if AIC's print, audio and video presence at the event reaches a substantial 183 

number of customers for the sponsorship to be considered advertising.  And for the most part, 184 

Staff has agreed with the recovery of these expenses.  But if AIC's presence is largely a financial 185 

contribution in support of the sponsored event, activity or cause, with little to no print, audio or 186 

video presence, then no, it should not be considered to be advertising.  In response to AIC-Staff 187 

4.06(c), Mr. Knepler admits it is his contention that the Commission can disallow sponsorships 188 

or community outreach costs even if AIC did not have any advertising at the event.  Although I 189 

am not a lawyer, I don't agree with that contention.  It seems to me that in order for the expense 190 
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to be disqualified as goodwill or promotional advertising, then an actual advertisement must have 191 

been placed.  The Commission should not "accept the premise that each of the expenses should 192 

be evaluated [only] as a category of advertising expenses" under Section 9-225 of the Act, as Mr. 193 

Knepler apparently has.   194 

Q. At lines 155-159, Mr. Knepler states that AIC's position appears to be that a 195 

sponsorship expense, if found not allowable under Section 9-225, can still be allowable 196 

under Section 9-227.  Is that your position? 197 

 No.  My position is that a sponsorship expense can be recoverable under Section 9-225 A.198 

and Section 9-227, assuming there was actual advertising executed.  Notably, in Docket Nos. 12-199 

0511/0512 (p. 169), the Commission found financial contributions in the form of institutional 200 

sponsorships were made to support fundraising events for local charities and communities in the 201 

utilities' service territory, and concluded the costs were recoverable under both Section 9-225 and 202 

Section 9-227.  If there isn't any actual advertising to analyze, the Commission can simply 203 

consider whether the amount is recoverable under Section 9-227. 204 

Q. If you believe certain sponsorship costs should be evaluated under the "public 205 

welfare" standard under Section 9-227, why were they recorded to Account 930.1 and 206 

Account 908? 207 

 The sponsorship and community outreach costs at issue were recorded in 2012 to A.208 

Account 930.1 and Account 908.  Since these charges were recorded, the Commission has issued 209 

orders in Docket No. 12-0293 (Dec. 2012) and Docket Nos. 12-0511/0512 (June 2013).  In 210 

addition, AIC issued new guidance on reporting of sponsorships in April 2013 (see Ameren 211 

Exhibit 14.2).  Lastly, AIC awaits the conclusion of the Commission's rulemaking on charitable 212 
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contributions in Docket No. 12-0457.  The recent Commission orders, the new guidance, and the 213 

pending rulemaking influence AIC's perspective on what can be reasonably considered a 214 

corporate sponsorship and/or a Section 9-227 donation, both for accounting and recoverability in 215 

rates.  The main point of Ameren Exhibit 6.2 (Rev.) and Ameren Exhibit 24.1 (BAP 23.01) was 216 

to support the recoverability of the expense, not justify the accounting of the expense.  In both 217 

Docket No. 12-0293 and Docket Nos. 12-0511/0512, the Commission declined to adopt the 218 

position that the historical accounting is determinative on the ratemaking analysis.  The same 219 

consideration should be applied here when judging AIC's costs in this case. 220 

Q. At lines 160-174 and lines 214-262, Mr. Knepler is dismissive of information AIC 221 

has provided in Ameren Exhibit 24.1 and Ameren Exhibit 24.2 to support recovery of 222 

sponsorships and community outreach expenses.  Why does the information AIC provided 223 

support recovery of the expenses? 224 

 Collectively, the information that we have compiled in Ameren Exhibit 24.1 and Ameren A.225 

Exhibit 24.2 demonstrates three things: (1) consistent with the Commission's direction in Docket 226 

No. 12-0293, we have estimated and removed the value of tangible benefits AIC employees 227 

received when attending the event; (2) we have identified the channels and messaging that we 228 

used at the events to demonstrate AIC's varied presence and the educational opportunities that 229 

some of these events presented for AIC to communicate directly with consumers; and (3) we 230 

have identified other sponsorships and community outreach events where we had less of an 231 

advertising presence where we believe the financial support given to the recipient should be 232 

recoverable, assuming we have removed the value of the tangible benefits received. 233 
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Q. In those same lines, Mr. Knepler implies that AIC has not adequately defined the 234 

educational and public welfare.  Is that a fair criticism? 235 

 I don't think so.  We provided Staff with copies of the ads, so they can see the A.236 

informational messages we used.  We also identified the subject matter of the messaging used at 237 

the event, to the extent the sponsorship was associated with AIC advertising.  On occasions 238 

where the sponsorship was only in the form of financial support, the "public welfare" benefit is 239 

the event itself and the benefits afforded to the organization and its constituents.  Our position is 240 

that, in those instances, the financial support of the event should be recoverable in rates, as long 241 

as we have quantified and removed any tangible benefits received by AIC personnel. 242 

Q. At lines 172-174, Mr. Knepler also states that "[a] benefit to an attendee at a 243 

sponsorship or community event does not correlate to a benefit to be derived by 244 

ratepayers."  Do you agree? 245 

 No, I don't agree.  The sponsored events and organizers (with the exception of the Smart A.246 

Grid conference that is EIMA-specific) who receive AIC's support are located in our service 247 

territory.  The communities where the events and activity are held are in our service territory.  248 

The participants and attendees of the events are largely going to be residents in our service 249 

territory.  The people that will be impacted by the causes that the organizers support are largely 250 

going to be residents in our service territory.  The same is true for the charitable contributions the 251 

Commission allows utilities to recover under Section 9-227: there are public "ratepayer" benefits. 252 
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Q. At lines 175-213, Mr. Knepler attempts to make an argument that sponsorships 253 

would not qualify as Section 9-227 donations because of the tax-exempt status of the 254 

recipient.  Hasn't that argument been repeatedly rejected by the Commission? 255 

 Yes.  In the past two AIC formula rate orders, the Commission rejected Staff's argument A.256 

that a recipient of a contribution had to qualify as 501c3 organization for the donation to be 257 

recoverable under Section 9-227.  The Commission has repeatedly found in recent orders that a 258 

donation qualifies as a "public welfare" donation as long as the recipient contributes to the 259 

general good of the public, regardless of the recipient’s tax exempt status.  Moreover, many of 260 

the recipients of AIC's sponsorships are local municipalities, local schools, local social clubs and 261 

local chambers that are non-profit organizations that either do not need to register with the IRS to 262 

be exempt or are tax-exempt under a different provision of the Internal Revenue Code.   263 

Q. In summary, do you consider the amount of sponsorship and community outreach 264 

expense that AIC has identified for recovery is a reasonable and prudent amount to 265 

recover in AI's electric delivery rates? 266 

 Yes.  As I mentioned before, we undertook this analysis based on the guidance the A.267 

Commission gave us in our last formula rate case.  The point of compiling and sharing these 268 

schedules (which are admittedly detailed and complex) is that we are trying to be transparent 269 

with the Commission, Staff and our electric and gas customers about the nature of the activities 270 

we support in our service territory and why we think a portion of that expense should be 271 

recovered in rates as a reasonable, prudent operating expense.  That's why we went to great 272 

lengths to compile these schedules and present them to Staff in connection with our direct filing 273 

and to augment them based on Staff's inquiries during discovery in this proceeding.  We 274 
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recommend the Commission find that the record evidence we have compiled supports the 275 

amount of sponsorship and community outreach expense we request to be recovered. 276 

B. Response to Staff Witness Knepler on Simantel Expenses 277 

Q. Has Mr. Knepler revised his adjustment for "potentially comparable" Simantel 278 

charges? 279 

 Yes.  Based on his review of information I provided in response to DR SRK 1.07(b), Mr. A.280 

Knepler has removed his adjustment for the $4,125 electric Simantel charge recorded in Account 281 

909 in 2012.  In addition, Mr. Knepler conducted a review of information I provided in response 282 

to DR SRK 1.07(c) and revised his adjustment for Account 930.2 electric Simantel charges.  His 283 

total Simantel adjustment now stands at approximately $68,000 based on Schedule 10.03. 284 

Q. What rationale does Mr. Knepler provide for his continued adjustment of a limited 285 

number of Simantel charges? 286 

 In his rebuttal testimony (lines 278-287), Mr. Knepler states AIC has failed to A.287 

demonstrate the expenses he sees to disallow are "necessary" for the provision of utility service.  288 

Mr. Knepler also cites a few examples of descriptions I provided in support of the invoiced costs 289 

in DR SRK 1.07 Attach 2.  SRK 1.07 Attach 2 is included in this filing as Ameren Exhibit 24.3.  290 

Note that SRK 1.07 Attach 2 does not contain the additional detail on these "potentially 291 

comparable" Simantel charges that was provided in Ameren 14.3 in my rebuttal. 292 
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Q. Does Mr. Knepler provide a basis for his "necessary" standard or otherwise explain 293 

how it was applied? 294 

 No.  There is no discussion of prior Commission orders or Illinois statutory provisions in A.295 

support of Mr. Knepler's "necessary" standard.  Nor does Mr. Knepler provide a narrative that 296 

explains how his "necessary" standard was applied to identify the amounts for removal from 297 

Ameren Exhibit 24.3 298 

Q. Does Mr. Knepler appear to have provided additional analysis in his exhibits? 299 

 Yes.  In Schedule 10.03, Mr. Knepler has adapted Ameren Exhibit 24.3 to include A.300 

columns for "No Identifiable Work Product" and "Not necessary for Utility Service."  But again, 301 

Mr. Knepler's testimony is devoid of any discussion that explains why these standards were 302 

chosen and how they were applied.  I am not aware of any "work product" standard promulgated 303 

by the Commission that disallows outside vendor charges where the individual invoiced expense 304 

for services performed did not result in some finished material.  More importantly, for a number 305 

of the items marked by Mr. Knepler as having "no identifiable work product," AIC indicated that 306 

Simantel's services generated content for emails, displays, PowerPoint, video, etc.  This would 307 

seem to be "work product," but absent further explanation by Mr. Knepler, it is not clear why he 308 

marked these items for disallowance for having no identifiable work product. 309 

Q. Do you believe the items Mr. Knepler has marked as "not necessary" are expenses 310 

that reasonably relate to AIC's electric business? 311 

 Yes.  One example is the charges allocated to AIC for Simantel's "clean coal" work A.312 

related to quarterly environmental disclosures.  Another example is the work Simantel did on 313 

putting together PowerPoint and producing and publishing print advertisements on economic 314 
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development in the greater St. Louis area.  Other Simantel services Mr. Knepler seeks to 315 

disallow relate to work done on internal messaging templates for employee communications.  316 

These are the types of services that AIC subcontracts to vendors who have the time, resources 317 

and expertise to produce professional materials and communication content in an efficient 318 

manner.  Staff has not indicated why it is unreasonable for AIC to be allocated a portion of these 319 

expenses. 320 

Q. So in summary, you recommend that the Commission allow AIC to recover the 321 

$68,000 in Simantel charges that Mr. Knepler seeks to disallow? 322 

 Yes. A.323 

 RESPONSE TO STAFF WITNESS EBREY IV.324 

Q. Have you reviewed any portions of the rebuttal testimony of Staff witness Ms. 325 

Ebrey? 326 

 Yes.  I reviewed specifically Ms. Ebrey's Attachment A, which identifies a number of A.327 

Account 588 purchases she proposes to disallow, some of which AIC already agreed to remove.  328 

I also reviewed portions of Ms. Ebrey's Attachment B that contains AIC's responses to certain 329 

Staff data requests that I sponsored. 330 

Q. Are you submitting surrebuttal testimony in response to any particular adjustment 331 

Ms. Ebrey proposes? 332 

 Yes.  I'm submitting surrebuttal testimony in response to certain Account 588 expenses A.333 

that Ms. Ebrey seeks to disallow.   334 
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Q. Which Account 588 expenses on Attachment A will you be addressing in your 335 

surrebuttal? 336 

 I will be addressing the sponsorship costs that Ms. Ebrey seeks to disallow, in excess of A.337 

the amounts AIC already has agreed to disallow. 338 

Q. Which Account 588 sponsorships did the Company agree to disallow in its responses 339 

to the TEE 16 series? 340 

 In TEE 16.05, AIC agreed to disallow $360 for a sponsorship to Edwardsville High A.341 

School for the school's Girls Softball Boosters club, since the value of the tangible benefits 342 

received (golf outing tickets) represented a large portion of the sponsorship cost.  In TEE 16.06, 343 

AIC agreed to disallow $250 for a table sponsorship for WGLT Radio, since the value of the 344 

tangible benefits received (meals) was equivalent to the cost of the table sponsorship.  In TEE 345 

16.06, AIC also agreed to disallow $280 for a table sponsorship at the Children's Advocacy 346 

Trivia Night fundraiser, since the value of the tangible benefits received (meals) was equivalent 347 

to the cost of the table sponsorship.  In TEE 16.10R, AIC agreed to disallow $96 for table 348 

sponsorship for a fundraiser for the Shalom House of Violence and Prevention Center of 349 

Southwestern Illinois, since the value of the tangible benefits received (meals) met or exceeded 350 

the cost of the sponsorship. 351 

Q. What additional Account 588 sponsorships costs is Ms. Ebrey seeking to disallow?  352 

 Ms. Ebrey is seeking to disallow two additional sponsorships that were charged to A.353 

Account 588 in 2012:  a $1,000 financial contribution to WGLT Radio (TEE 16.06), a $500 354 

sponsorship for the Gus Maker 3-on-3 basketball tournament in Decatur (TEE 16.15), and a 355 

$353.16 charge for the purchases of plaques in recognition of male and female scholar athletes 356 
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from the Decatur High Schools – a program in which AIC participates with the Noon Rotary and 357 

the Decatur Athletic Council (TEE 16.04).    358 

Q. Were these sponsorship costs reflected in Ameren Exhibit 24.1 (BAP 23.01 Attach)? 359 

 No.  Ameren Exhibit 24.1 (BAP 23.01 Attach) only reflected the sponsorships charged to A.360 

Account 930.1, where the overwhelming majority of sponsorship expenses were charged in 361 

2012.  The sponsorship costs identified by Ms. Ebrey were inadvertently charged to Account 588 362 

in 2012. 363 

Q. Why hasn't AIC agreed to self-disallow these sponsorship expenses? 364 

 Unlike the other sponsorships charged to Account 588 that AIC agreed to disallow, AIC A.365 

employees did not receive tangible benefits in exchange for these sponsorship costs.  In addition, 366 

the financial support of these organizations provided public welfare benefits to the local 367 

communities in AIC's service territory, similar to the benefits provided by AIC's charitable 368 

contributions to non-profit organizations.  The basketball tournament sponsorship also provided 369 

AIC with an opportunity to publish informational and educational messages.  Staff has not 370 

pointed to any evidence that these amounts should be disallowed as goodwill or promotional 371 

advertising. 372 

 RESPONSE TO AG WITNESS BROSCH V.373 

Q. Have you reviewed portions of Mr. Brosch's rebuttal testimony? 374 

 Yes.  I reviewed the portions of Mr. Brosch's rebuttal testimony in support of his A.375 

adjustment for Public Relations Expense (AG Ex. 3.0, pp. 19-27). 376 
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Q. Has Mr. Brosch revised the amount of his adjustment on rebuttal in response to 377 

your rebuttal testimony and exhibits and subsequent discovery responses? 378 

 No.  Mr. Brosch indicates that he has not revised the amount of the adjustment presented A.379 

in his direct schedules (AG Ex. 1.3, p. 3 of 4). 380 

Q. Has the basis for Mr. Brosch's Public Relations adjustment remained the same? 381 

 It would seem so.  Mr. Brosch continues to advocate removal of all electric charges A.382 

incurred in 2012 that AIC identified as expenses "potentially comparable" to the electric charges 383 

that the Commission disallowed in Docket No. 12-0293.  That total amount is reflected in line 4 384 

of AG Exhibit 1.3, page 3, and reflects adjustments for Account 909 corporate credit card 385 

charges ($4,843), Strategic International Group (SIG) fees ($109,080) and Simantel outside 386 

services charges ($4,125 Account 909 charge plus 92.06% of $99,479 Account 930.2 charges).  387 

In, addition, Mr. Brosch continues to propose disallowances for Karen Foss LLC ($42,015), 388 

Obata Design, Inc. ($5,989), St. Louis Business Journal ($13,995), and a 50% disallowance for 389 

additional Simantel charges ($298,230) that AIC did not identify as "potentially comparable." 390 

Q. Has AIC accepted any of Mr. Brosch's adjustments? 391 

 Yes.  In line 2 of AG Exhibit 1.3, pages 3, Mr. Brosch makes an adjustment to remove A.392 

$109,080 in expenses for fees paid in 2012 to Strategic International Group (SIG).  In response 393 

to AG 7.09, AIC stated, "AIC considers these communication consulting expenses to be prudent 394 

and reasonable expenses to reflect in delivery rates,  However, to limit disputed issues amongst 395 

the parties, AIC will be removing SIG's 2012 allocated electric expenses from AIC's proposed 396 

electric revenue requirement in this proceeding.  AIC also will be removing SIG's allocated 397 

2012 gas expenses from its proposed gas revenue requirement in Docket No. 13-0192, again to 398 
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limit disputed issues amongst the parties.  AIC reserves the right to seek recovery of SIG 399 

expenses and similar communication consulting expenses in future rate proceedings in front of 400 

the ICC."  As a result, AIC has accepted Mr. Brosch's proposed adjustment for this vendor. 401 

Q. Did Mr. Brosch acknowledge that he did not independently review all of the invoices 402 

in support of the Simantel charges that he seeks to disallow? 403 

 Yes.  In his rebuttal testimony, line 453-466, Mr. Brosch admits that he did not undertake A.404 

an "independent critique" of the "potentially comparable" Simantel charges identified by AIC.  405 

Mr. Brosch also admits, in lines 415-452, that he did not analyze Simantel's invoices but applied 406 

a 50% disallowance factor for the additional Simantel public relations charges "in place of a 407 

more detailed review."  Mr. Brosch's comments at lines 528-549 suggest he reviewed Ameren 408 

Exhibit 14.5, but rather than state his concerns invoice by invoice, Mr. Brosch generally cites a 409 

few descriptions to defend his 50% disallowance.  Similarly, Mr. Brosch, at lines 553-564, 410 

suggests that a review of the work product provided supports the conclusions in his direct 411 

testimony, but he does not identify any specific document provided that he finds objectionable. 412 

Q. What information is contained in Simantel's 2012 invoices? 413 

 Simantel's 2012 invoices ordinarily contained the invoice date, the invoice number, the A.414 

PO number, the job title, the campaign title, a summary of the work product and billed services, 415 

and a breakdown of the various services provided by job description (e.g., senior copywriter, 416 

senior art director, executive creator director, video producer, etc.), including time billed by that 417 

person and the associated expense for that person's billed times.   418 
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Q. As you mentioned in your direct and rebuttal testimonies, non-labor contractor 419 

expenses like these Simantel charges reflect either a type of service or a level of expertise 420 

that AIC has not internalized, correct? 421 

 Yes.  We don't have a stable of art director, copywriters and video producers on staff at A.422 

AIC or Ameren Services Company (AMS) that can provide the same level of expertise, service 423 

and work product that an external communications vendor can provide.  If AIC or AMS 424 

internalized that expertise and those services, it would materially increase AIC's labor expense. 425 

Q. Did you prepare a summary of Simantel's 2012 work product and billed services? 426 

 Yes.  My rebuttal testimony contained two exhibits that broke down the Account 930.2 A.427 

Simantel charges (Ameren Exhibits 14.3 and 14.5) by invoice and included descriptions of the 428 

job request, work product and billed services.  Subsequent to my rebuttal testimony, in response 429 

to data request AG 7.08, we reconciled those two rebuttal exhibits to the total amount of 430 

Simantel charges reported on AIC's FERC Form 1 data.  Attached to my surrebuttal as Ameren 431 

Exhibits 24.4 and 24.5 are AIC's response to AG 7.08 and AG 7.08 Attach 1.  For convenience, 432 

we have compiled all information on Simantel's Account 930.2 2012 charges into one exhibit 433 

attached to my surrebuttal as Ameren Exhibit 24.6.  As with my prior rebuttal exhibits, Ameren 434 

Exhibit 24.5 summarizes, by invoice, the job request, work product and billed services. 435 

Q. In preparing that reconciliation submitted in response to AG 7.08, did AIC identify 436 

additional amounts for self-disallowance? 437 

 Yes.  Those self-disallowed amounts were reflected in AG 7.08 and have been tracked in A.438 

Ameren Exhibit 24.6.  In addition, Ameren Exhibit 24.6 eliminated four duplicated charges that 439 

had been reflected in both Ameren Exhibit 14.3 and Ameren Exhibit 14.5. 440 
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Q. Do you continue to believe Mr. Brosch should have identified specific concerns for 441 

particular invoiced "potentially comparable" Simantel costs? 442 

 Yes.  By way of comparison, Staff witness Mr. Knepler attempts to do an invoice-by-A.443 

invoice analysis for the "potentially comparable" Simantel charges, although he and I disagree on 444 

the applicable standards and the specific costs that are recoverable in formula rates.  Mr. Brosch, 445 

however, attempts no such analysis. 446 

Q. Do you continue to believe Mr. Brosch's application of a 50% disallowance factor 447 

for other Simantel charges is inappropriate and arbitrary based on the record? 448 

 Yes.  To the extent detailed information on invoiced costs is provided at the invoice level, A.449 

as was the case here, parties to this proceeding and the Commission should undertake an invoice- 450 

by-invoice review to identify specific concerns with particular invoices amounts.  That would 451 

include reviewing the invoice and other discovery provided to test whether amounts billed are 452 

reasonable based on the services provided, whether the underlying work product was a prudent 453 

expenditure and whether the services and work product reasonably related to delivery service.  454 

That is the type of review we undertook in responding to Staff discovery (SRK 1.07) and AG 455 

discovery (AG 7.08) on Simantel charges, which led us to self-disallow certain amounts. 456 

Q. Mr. Brosch implies Staff is undertaking a "much more detailed ongoing assessment 457 

of AIC public relations costs incurred in 2012."  He cites as an "example" Staff's discovery 458 

issued in the TEE 16 series.  Did the TEE 16 series investigate Simantel's 2012 charges? 459 

 No.  The subject matter of the TEE 16 series was Account 588 purchases.  Although, as I A.460 

mentioned above, a few sponsorships were included in Ms. Ebrey's analysis of Account 588 461 

charges, most of of the disputed charges concern utility equipment, safety/performance 462 
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achievement awards, and miscellaneous employee benefits.  In addition, Ms. Ebrey withdrew her 463 

adjustment to Account 588 communication costs on rebuttal.  The only Staff witness who has 464 

proposed an adjustment to Simantel charges on rebuttal is Mr. Knepler, who, to his credit, used a 465 

summary schedule of "potentially comparable" Simantel charges provided by AIC to make 466 

additional discovery inquiries and recommendations on an invoice-by-invoice basis. 467 

Q. Do you continue to recommend that the Commission reject Mr. Brosch's 468 

adjustments for Simantel charges, both his adjustment to remove all "potentially 469 

comparable" amounts and his adjustment to remove 50% of the remaining amounts? 470 

 Yes.  Absent the type of invoice-by-invoice review conducted by Mr. Knepler in this A.471 

docket, it is not appropriate for the Commission to make adjustments to remove outside vendor 472 

expenses based on disallowance factors that do not have a sufficient basis in the record. 473 

Q. At lines 473-489, Mr. Brosch claims AIC has failed to show the necessity of the 2012 474 

Karen Foss LLC charges.  Mr. Brosch states that AIC does not explain why AIC and AMS 475 

management requires "media coaching" to justify the retention of a consultant.  Do you 476 

continue to believe that this type of training was reasonable in amount and prudent? 477 

 Yes I do, and I can cite my own experiences as evidence that these expenditures are A.478 

necessary.  I joined AIC in the Spring of 2012 as the Manager of Community and Public 479 

Relations, with responsibility for leading our media relations team.  Our group of strategic 480 

communicators responds to inquiries from the news media about outages and other issues of 481 

interest to the public and our customers.   It is a position that requires us to be subject matter 482 

experts on a variety of operational issues, and have the ability to succinctly share information to 483 

customers through broadcast and print media channels.  Early in my tenure, I had the opportunity 484 
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to join two fellow team members in attending a media relations training course facilitated by Ms. 485 

Foss.  As a newcomer to the utility industry, I benefitted from Ms. Foss's coaching on how to 486 

address sensitive subjects, and how to quickly frame messages to educate customers.  The on-487 

camera mock interviews, video de-brief sessions, and team discussions provided me with a 488 

higher level of confidence to do my job and to better lead our team.    489 

Q. At lines 490-503, Mr. Brosch claims the Obata Design charges supported the 490 

creation of a Corporate Social Responsibility Report that was focused on enhancing 491 

Ameren's public image.  Do you agree with Mr. Brosch's suggestion that the CSR is 492 

goodwill advertising? 493 

 No.  Many independent studies have concluded that customers are interested in hearing A.494 

about what their regulated utilities are doing to minimize the environmental impact of their 495 

services, and to utilize sustainable/renewable energy sources.  As an external vendor with unique 496 

subject matter expertise in the environmental space, Obata Design is uniquely qualified to help 497 

Ameren share information with customers about Ameren's efforts to be a socially responsible 498 

company.  499 

Q. At lines 504-519, Mr. Brosch claims that AIC "has made no connection" between 500 

the St. Louis Business Journal costs and the related women's conference and "any essential 501 

business purpose in Illinois."  How are these charges reasonably related to AIC's provision 502 

of delivery service in Illinois? 503 

 I will again re-state my firm belief that the location of a training activity has no bearing A.504 

on whether or not the skills acquired by attendees can be leveraged to do their jobs more 505 

effectively.   Many vertical publications or trade journals are able to leverage their market 506 
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positions and influence to host training or educational conferences.  In this instance, the St. Louis 507 

Business Journal provided such an opportunity.  It is not reasonable to suggest that AIC 508 

personnel should be restricted to attending educational enhancement training that is organized by 509 

Illinois-based organizations and held within the boundaries of the state of Illinois.  510 

 CONCLUSION VI.511 

Q. Does this conclude your surrebuttal testimony? 512 

 Yes, it does.  A.513 


