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ILLINOIS COMMERCE COMMISSION 1 

DOCKET No. 13-0301 2 

REVISED SURREBUTTAL TESTIMONY OF 3 

RONALD D. PATE 4 

Submitted On Behalf Of 5 

Ameren Illinois 6 

 INTRODUCTION AND WITNESS QUALIFICATIONS I.7 

Q. Please state your name, business address. 8 

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

Illinois 62523. 10 

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

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 Staff A.16 

witnesses Ms. Theresa Ebrey and Ms. Bonita Pearce.  Specifically, I respond to Ms. Ebrey's 17 

adjustment to Account 588, Miscellaneous Distribution Expense.  In addition, I address generally 18 

some of the credit card expenses that Ms. Pearce continues to recommend for disallowance. 19 
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Q. What exhibits are you sponsoring with your surrebuttal testimony? 20 

 I am sponsoring the following exhibits: A.21 

 Ameren Exhibit 19.1: Account 588 Purchases 22 

 Ameren Exhibit 19.2: Driveway Installation 23 

 RESPONSE TO STAFF WITNESS EBREY III.24 

Q. Have you reviewed Ms. Ebrey's rebuttal testimony? 25 

 Yes.  I specifically reviewed Ms. Ebrey's rebuttal testimony in support of her adjustment A.26 

to Account 588, Miscellaneous Distribution Expense (ICC Staff Ex. 6.0, lines 160-288).  I also 27 

reviewed her Schedule 6.11, her Attachment A and her Attachment B. 28 

Q. Did Ms. Ebrey revise her adjustment on rebuttal? 29 

 Yes.  Ms. Ebrey withdrew adjustments for certain expenses charged to Account 588 in A.30 

2012:  expenses to educate customers on investments AIC will make under its Modernization 31 

Action Plan (MAP) pursuant to the Energy Infrastructure Modernization Act (EIMA); expenses 32 

to hire consultants to review AIC's reliability metrics and full-time equivalent jobs under EIMA; 33 

and individual employee expenses, which included transportation charges such as airfare, rental 34 

cars, fuel and mileage, and accommodation expenses such as hotels.  35 

Q. What are the components of Ms. Ebrey's rebuttal adjustment to Account 588 36 

expense? 37 

 There are two components to Ms. Ebrey's adjustment to Account 588 expense. One A.38 

disallowance is to remove amounts that she considers "excessive" relocation costs.  A second 39 
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disallowance is to remove amounts that she considers unsupported or unreasonable individual 40 

purchases.  My surrebuttal testimony will respond to both of Ms. Ebrey's disallowances. 41 

A. Account 588 Relocation Expenses 42 

Q. Did Ms. Ebrey propose an adjustment for relocation expenses in her direct 43 

testimony? 44 

 Yes.  In her direct testimony, Ms. Ebrey had disallowed $550,000 in relocation expenses A.45 

charged to Account 588 in 2012, pending further scrutiny and review of discovery responses.   46 

Q. Did you respond to Ms. Ebrey's initial relocation expense adjustment in your 47 

rebuttal testimony? 48 

 Yes.  In my rebuttal testimony, I explained AIC's relocation policies and the criteria used A.49 

to determine an employee's reimbursement benefit.  I also identified the titles of positions filled 50 

in 2012 where relocation expenses were paid, the amount of relocation expenses associated with 51 

each filled position, and the electric distribution work that was the primary driver for the filled 52 

position.    53 

Q. Has Ms. Ebrey revised her Account 588 relocation expense adjustment on rebuttal? 54 

 Yes.  In her rebuttal testimony, Ms. Ebrey has limited her adjustment to Account 588 A.55 

relocation expenses to remove only a portion of the costs (approximately $68,000). 56 

Q. What are the components of Ms. Ebrey's rebuttal relocation expense adjustment? 57 

 Her rebuttal adjustment consists of three parts: (i) an adjustment for expenses that AIC A.58 

identified in rebuttal as amounts that should have been charged to AIC's gas operations in 2012 59 
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($18,423); (ii) an adjustment for what Ms. Ebrey characterizes as "loss on sale" costs ($39,500); 60 

and (iii) an adjustment for a payroll upload resulting from these disallowed costs ($10,073). 61 

Q. Are you disputing a portion of Ms. Ebrey's adjustment? 62 

 Yes.  AIC does not agree with Ms. Ebrey's adjustment for "loss on sale" costs.  AIC A.63 

agrees that there should be an adjustment to remove the relocation expenses that should have 64 

been charged to AIC's gas operations and the payroll loading amount associated with that 65 

adjustment.  Ameren witness Mr. Stafford's surrebuttal exhibits include that adjustment. 66 

Q. What is the basis for Ms. Ebrey's "loss on sale" adjustment? 67 

 Ms. Ebrey's Schedule 6.11 indicates that she took the amount for her "loss on sale" A.68 

adjustment from AIC's response to TEE 10.08 Attach.  TEE 10.08 Attach indicates that three 69 

"Experienced Professionals" received a "loss on sale" reimbursement benefit that was charged to 70 

Account 588.  Employee No. 5, who filled the position of Engineer with the primary workforce 71 

driver of the Liberty Audit, received a "loss on sale" benefit of $4,000.  Employee 14, who filled 72 

the position of Supv Bus Adm & CS with the primary workforce driver of attrition, received a 73 

"loss on sale" benefit of $21,500.  Employee 17, who filled the position of Career Engineer with 74 

the primary workforce driver of the Modernization Action Plan, received a "loss on sale" benefit 75 

of $14,000. 76 

Q. What are "loss on sale" expenses in the context of a relocated new or transferred 77 

employee? 78 

 "Loss on sale" expenses are only paid if the new hire or transferred employee sells their A.79 

home for less than what they initially purchased the home.  For "Experienced Professionals," the 80 
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"loss on sale" benefit is limited to 10% of the original purchase price up to a maximum of 81 

$25,000, with the relocated employee contributing the first $1,000.  For example, if a home is 82 

initially purchased for $100,000 and the relocated employee sells the home for $95,000, the 83 

employee covers the first $1,000 of the loss and Ameren Corporation (Ameren) will pay the 84 

remaining $4,000.  The policy would not pay "loss on sale," however, if the relocated employee 85 

initially purchases the home for $100,000, refinances the home for $120,000 because of property 86 

value appreciation (taking the equity out of the property) and later sells the home for $105,000.  87 

In addition, capital improvements (i.e., additions and renovations to the residence) are not 88 

considered in the "loss on sale" calculation. 89 

Q. Why does Ameren include a "loss on sale" benefit as part of its relocation 90 

reimbursement package? 91 

 The primary goal of the "loss on sale" benefit is to ensure experienced and skilled A.92 

employees who are needed in specific Ameren locations do not decline the opportunity solely 93 

because they would have to take a loss on the sale of his or her home in order to do so.  Housing 94 

values in the Midwest, for instance, experienced a 10% decline in home values, on average, in 95 

the last recession through no fault of the homeowners.  The "loss on sale" provision is designed 96 

to help employees cover this overall decline in home values across the Midwest region, to the 97 

extent it is applicable to their specific situation.     98 

Q. In your opinion, does offering a “loss on sale” benefit assist with the recruitment 99 

and retaining of skilled, experienced employees? 100 

 Yes.  We feel strongly that not providing the “loss on sale” benefit would have caused A.101 

hardship to these specific employees who relocated in 2012, and as a result, their likelihood of 102 



Ameren Exhibit 19.0 (Rev.) 

Page 6 of 29 
 

accepting the respective role would certainly decrease, potentially to the point of not being able 103 

to accept the role.  In addition, due to the payback provisions of the plan, in the event of the 104 

employee’s termination, this acts as a retention feature to ensure the employee’s longer-term 105 

fulfillment of the role. 106 

Q. Does Staff take issue with the inclusion of a "loss of sale" benefit in Ameren's 107 

overall relocation reimbursement package? 108 

 No.  Ms. Ebrey does not state that she believes the policy itself is imprudent.   A.109 

Q. In your opinion, were those expenses reasonable in amount and prudently incurred 110 

such that they should be recovered from ratepayers in AIC's electric formula rate as an 111 

actual cost of delivery service? 112 

 Yes.  These were actual delivery service costs that AIC incurred in 2012.  The inclusion A.113 

of the "loss on sale" benefit is a prudent expense intended to recruit and retain employees for 114 

AIC's electric operations.  The limitations on "loss on sale" benefit ensure the expense remains 115 

reasonable in amount.  The Commission should allow recovery of these expenses. 116 

Q. Does AIC agree to remove expenses that AIC identified in rebuttal as amounts that 117 

should have been charged to AIC's gas operations in 2012 ($18,423)? 118 

 Yes.  Although these are prudent and reasonable expenses, they were expenses incurred A.119 

in 2012 that were not reasonably related to the provision of electric delivery service. 120 
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Q. What is the related Payroll Uploading amount for federal and state payroll taxes 121 

associated with these removed expenses? 122 

 I am not in any way an expert on payroll tax issues.  I am told by those at Ameren who A.123 

are such experts, however, that with relocation expenses, some expenses are taxable (loss on sale 124 

and closing costs on new home) and other expenses are not (commission cost on origin home and 125 

household goods).  In other words, not all of the $488,112 in relocation expenses identified in 126 

Ameren Exhibit 11.1 resulted in taxable income to the employee.  As identified in Ameren 127 

Exhibit 11.1, the aggregate total payroll uploading for the group of relocated employees was 128 

$84,990.  Although this is a general ledger entry without employee specific information, AIC has 129 

estimated that a reasonable approximation of the portion of the Payroll Uploading amount 130 

associated with AIC's self-removed expenses is $6,228.  This is based on actual data from 131 

Payroll.  Employee No. 19 had no payroll expenses charged to Account 588 in 2012, so only the 132 

$650 in relocation benefits needs to be excluded and there is no adjustment to the payroll 133 

expense.  Employee No. 14 had a total of $17,422.34 payroll expenses related to the $49,716 in 134 

relocation expenses (roughly 35% tax rate).  Using the same division between gas and electric 135 

used in Ameren Ex. 11.1 (35.75% gas/64.25% electric), the associated payroll expenses to 136 

disallow is $6,228 (0.3575 X 17,422.34).  This makes AIC's adjustment to remove gas relocation 137 

expenses equal to $24,652. 138 

B. Account 588 Purchases 139 

Q. What is the basis for Ms. Ebrey's adjustment for Account 588 Purchases? 140 

 In AIC's response to AG data request 2.07, AIC identified the drivers that increased A.141 

expense in Account 588 in 2012 compared to 2011.  In TEE 7.06 and TEE Series 16, Ms. Ebrey 142 



Ameren Exhibit 19.0 (Rev.) 

Page 8 of 29 
 

requested additional information concerning Account 588 Resource Type BX, Purchases – 143 

Other.  After reviewing AIC's responses to TEE Series 16, Ms. Ebrey identified certain 144 

purchases, the costs of which she deems to be unrecoverable.  Schedule 6.11 identifies the total 145 

amount to be disallowed for Purchases to be approximately $73,000.  In addition, Attachment A 146 

to her rebuttal testimony contains the individual purchases proposed for disallowance. 147 

Q. What rationales does Ms. Ebrey provide for her adjustment for Account 588 148 

Purchases? 149 

 In lines 214-218 of her rebuttal testimony, Ms. Ebrey gives four rationales for why A.150 

certain BX Purchases should be disallowed: "charges of the types disallowed by the Commission 151 

in its order in Docket No. 12-0293, unnecessary for the provision of utility service, do not 152 

provide benefits to ratepayers, and/or primarily benefit AIC employees as a perquisite ("perq")."   153 

Q. Does Ms. Ebrey indicate a rationale for each specific purchase she disallows? 154 

 Yes.  Attachment A identifies a rationale for each expense proposed for disallowance.  A.155 

The reasons provided in the "explanation" column of Attachment A, however, do not match the 156 

four rationales stated in her testimony.  The most oft-repeated "explanations" provided by Ms. 157 

Ebrey in Attachment A are "safety perqs," "12-0293," "unidentified," and "perqs."   158 

Q. Does Ms. Ebrey identify the legal standard underlying each rationale she offers? 159 

 No.  She discusses the Commission's findings in the prior AIC formula rate order in A.160 

Docket No. 12-0293.  But she does not provide a citation to a prior Commission order, Illinois 161 

statute or Commission rule for the other rationales identified in her testimony and Attachment A. 162 
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Q. Do you have any issues with Ms. Ebrey's stated rationales? 163 

 Yes.  The mix of rationales used by Ms. Ebrey does not make it clear what standard and A.164 

burden AIC must meet for a business expense to be recovered in formula rates.  Does the 165 

"necessary" standard, for example, differ from the "reasonably related" standard used in Docket 166 

No. 12-0293?  In addition, Ms. Ebrey's testimony does not make it clear how she applied all of 167 

these rationales.  What potential ratepayer benefits, for example, did Ms. Ebrey consider for each 168 

purchase?  How did Ms. Ebrey determine whether the purchase primarily benefits AIC's 169 

employees?  These are similar questions raised by Ameren witness Ms. Voiles regarding the 170 

rationales applied by Staff witness Ms. Pearce in support of her proposed disallowance for credit 171 

card expenses. 172 

Q. Do you have any other general comments on Ms. Ebrey's analysis? 173 

 Yes.  The determination of the necessity or benefit for a particular purchase is subjective.  A.174 

The AIC employee making the purchase, the AIC supervisor approving the purchase – they may 175 

have different opinions than Ms. Ebrey on why a particular purchase is needed or beneficial.  176 

Whatever standard is used to evaluate these purchases should consider the stated work-related 177 

justification provided by AIC.  If the purchase is a prudent expenditure for the utility, and is 178 

otherwise reasonable in amount, the cost should be recoverable as a cost of delivery service.   179 

Q. What standard has AIC applied in its analysis of the disputed charges? 180 

 AIC has applied the standard articulated in Docket No. 12-0293, namely whether the A.181 

expense is reasonable in amount and reasonably related to delivery service.  Although I am not a 182 

lawyer, I find this standard to be consistent with the standard articulated in EIMA that provides 183 

for the recovery of actual delivery service costs that are reasonable in amount and prudently 184 
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incurred.  In either case, the critical question is whether the business practices, the purchases and 185 

the amounts spent are appropriate such that the expenses can be considered reasonable in 186 

amount, prudent and reasonably related to utility service. 187 

Q. Does that mean the Commission shouldn't care whether an expense is "necessary" 188 

or "benefits" the customer? 189 

 For many of these office and work-related purchases, the difference in word choice is a A.190 

matter of semantics.  Is it "necessary" to have a television in a common area of an operating 191 

center?  Is it "necessary" for a utility to provide an employee with a cell phone for work-related 192 

purposes?  Is it "necessary" for a business to send flowers to the family of a deceased employee?  193 

Is it "necessary" for a business to provide donuts during a work-related meeting?  Is it 194 

"necessary" for a utility to recognize employees for their safety and performance records?  These 195 

items, in the abstract, may not be necessary to "keep the lights on."  But they are typical business 196 

expenses that any business – and any utility – incurs with respect to its workforce.  So do I think 197 

these items are "reasonably related" to delivery service?  Yes, because it is not imprudent or 198 

unreasonable for a utility to purchase these items for its employees for work-related purposes or 199 

in connection with their employment by AIC and to ensure employee engagement. 200 

Q. Has AIC agreed to remove the costs of any purchases from its proposed electric 201 

revenue requirement? 202 

 Yes.  In responses to TEE 16 series, AIC indicated that it agreed to the removal of a A.203 

number of items from the revenue requirement in this proceeding.  Attachment A identifies those 204 

items as "self-disallow." There was also an item that AIC discovered should have been 205 

capitalized, instead of expensed.  The charges related to that item are identified in Attachment A 206 
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as "reclass as capital."  Mr. Stafford's surrebuttal revenue requirement schedules have removed 207 

the "self-disallow" amounts and have capitalized the "reclass as capital" amounts. 208 

Q. What amounts did AIC self-remove and reclassify from the list in Attachment A? 209 

 Ameren Exhibit 19.1 (discussed below) identifies the amount of expenses AIC's self-A.210 

removed (with one correction to Ms. Ebrey's Attachment A noted below*) and reclassified.  The 211 

items self-removed are listed below.  Ameren witness Mr. Kennedy discusses the disallowance 212 

of the sponsorship amounts in his surrebuttal testimony. 213 

 $360 – Edwardsville High School Girls Softball Boosters (golf outing tickets) 214 

(TEE 16.05) 215 

 $250 – WGLT Fund Raiser (table sponsorship)* (TEE 16.06) 216 

 $280 – Children's Advocacy Trivia Night Fund Raiser (table sponsorship) (TEE 217 

16.06) 218 

 $96 – Ameren WISE-Shalom House and Violence Prevention Center of 219 

Southwestern Illinois (table sponsorship) (TEE 16.10R) 220 

 $14,883.50 – Commercial Rental (gas relocation costs that should have been 221 

charged to AIC gas operations) (TEE 16.13) 222 

 $1,255.70 – Unknown Merchant (credit card fraudulent charge) (TEE 16.14) 223 

 $1,792.79 – Dick Van Dyke Refrigerator (should be have been capitalized) (TEE 224 

16.15) 225 

 $517.87 – Capital City Vending (sodas for employees and guests at AIC office 226 

facility that does not have a vending machine) (TEE 16.15) 227 

Q. Does AIC agree to remove any additional costs for other purchases identified by Ms. 228 

Ebrey for disallowance? 229 

 No.  AIC has reviewed Ms. Ebrey's Attachment A and maintains the remaining expenses A.230 

she seeks to disallow are appropriate business expenses that are reasonable in amount, prudent 231 
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purchases and reasonably related to delivery service.  Ameren Exhibit 19.1 (discussed below) 232 

provides a description of the items purchased, the business justification and the category of 233 

business expense for each contested purchase. 234 

Q. In her rebuttal testimony (lines 235-243), Ms. Ebrey discusses portions of the 235 

Commission's order in Docket No. 12-0293 that concerned a disallowance for corporate 236 

credit expenses.  Have you reviewed the portions of that prior Commission order? 237 

 Yes.  Specifically, I reviewed the findings on "Purchase Card Expense" on pages 66-69 A.238 

of the Commission's order in Docket No. 12-0293 issued on December 5, 2012. 239 

Q. What did the Commission decide in Docket No. 12-0293 related to AIC's corporate 240 

credit card expenses? 241 

 The Commission looked at whether certain corporate credit card purchases charged to A.242 

Account 909 in 2011 were "legitimate and reasonable business expenses."  (Order, p. 67.)  "[A]s 243 

a general matter the Commission [was] reluctant to disallow costs in the absence of specific 244 

concerns with particular expenses."  (Order, p. 67.)  But the Commission found that certain 245 

corporate credit card charges were "questionable because the expenses at some retailers [were] 246 

arguably excessive and/or not reasonably related to the provisioning of delivery services."  247 

(Order, p. 67.)  "In the absence of better support for these charges," the Commission found 248 

recovery from delivery service customers of the costs for 34 different charges was unreasonable.  249 

(Order, p. 67.) 250 
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Q. From your perspective, what are the general takeaways from that portion of the 251 

Commission's order in Docket No. 12-0293? 252 

 From my perspective, there are three general takeaways.  First, there should be a specific A.253 

concern with a particular corporate card expense to support a disallowance.  Second, the charge 254 

has to be reasonable in amount and "reasonably related to the provisions of delivery services" to 255 

be recoverable.  Third, if better support is provided in a future proceeding for the same or a 256 

similar charge, the Commission should be able to find the cost of that purchase to be recoverable. 257 

Q. Should the Commission disallow a corporate credit card expense for a vendor in this 258 

proceeding, if a charge for the same or a similar vendor was disallowed in Docket No. 12-259 

0293? 260 

 No.  The business purpose or justification for the particular corporate card charge and the A.261 

context of the purchase should be considered.  General, annual disallowances should be avoided.  262 

Although I am not a lawyer, it is my understanding the Commission should decide disallowances 263 

based on the facts presented in the record in this proceeding.  The record in one proceeding may 264 

be more developed and more supportive of cost recovery than the record for a prior proceeding.  265 

Q. Are you disputing the Commission's disallowance of credit card expenses in Docket 266 

No. 12-0293? 267 

 I have not personally reviewed the employees' expense reports for each 2011 disallowed A.268 

charge, since those expenses are not at issue in this proceeding.  As a result, I cannot speak to the 269 

rationale provided by AIC for each purchase disallowed in that prior proceeding.  Notably, the 270 

Commission's order in Docket No. 12-0293 does not identify AIC's stated business justification, 271 

which the employee would have been required to be provide with the submittal of his or her 272 
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expense report, for any of the 34 disallowed items listed on pages 67-68.  The additional detail 273 

provided in my testimony and Ms. Voiles' testimony, however, including the business 274 

justification for each expense, support recovery of costs for similar purchases and similar 275 

vendors in this proceeding.   276 

Q. What additional support has AIC provided in this proceeding to support the 277 

business purpose or justification for the 2012 purchases that Staff seeks to disallow? 278 

 The rebuttal testimony and exhibit of Ms. Voiles (Ameren Exhibits 16.0 and 16.1) A.279 

provide additional support to identify the work-related justification for the expense provided by 280 

the employee and the category of work-related expense under which each specific charge falls.  281 

She has submitted surrebuttal testimony in response to Ms. Pearce's continued proposed 282 

disallowance of these expenses.  I have provided similar detail for the purchases Ms. Ebrey seeks 283 

to disallow in my surrebuttal testimony and Ameren Exhibit 19.1.  The purpose of my testimony 284 

and Ms. Voiles' testimony is to provide "better support" for why the 2012 charges being 285 

contested by Staff are reasonable in amount and reasonably related to delivery service.  286 

Q. What information have you provided in Ameren Exhibit 19.1? 287 

 As mentioned above, Ameren Exhibit 19.1 is an adaptation of Ms. Ebrey's Attachment  A.288 

that includes a work-related purpose/explanation/justification for the purchase, the item 289 

purchased, and the category of business expense under which the item falls. 290 
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Q. How did AIC compile the information included in Ameren Exhibit 19.1? 291 

 AIC requested information from Accounts Payable and the individual employees who A.292 

purchased the contested items to identify the business justification for the purchase and the 293 

number and type of items that comprise each invoiced amount. 294 

Q. Did Ms. Ebrey identify which items on Attachment A she was disallowing based on 295 

the Commission's order in Docket No. 12-0293? 296 

 Yes.  Ms. Ebrey identified two charges from the Ameren Corporation (Ameren) online e-A.297 

store on Docket No. 12-0293 (Attachment A, category 1, lines 10-11).  In addition, Ms. Ebrey 298 

identified 26 charges for cable and satellite television (Attachment, category 7, lines 78-103).  299 

Q. Why are the charges for cable and satellite television reasonable in amount and 300 

reasonably related to delivery service? 301 

 In Docket No. 12-0293, the Commission removed charges for Dish Network service (line A.302 

21, p. 68) based on the theory that AIC does not need to have cable or satellite television service 303 

at its offices and operating centers, given the weather and news services available on the internet.  304 

In this proceeding however, AIC has presented additional support for these types of charges in 305 

my surrebuttal and Ms. Voiles' testimony.  Cable or satellite television service provides AIC with 306 

reliable, real time information on local news stories and extreme weather events in – or coming 307 

towards – AIC's service territory.  Televisions are also used to display current outage details and 308 

graphics.  It is true that some of the information may be available on the internet.  That doesn't 309 

mean, however, that also using televisions as another tool to access this information is an 310 

unreasonable practice.  When you want to get the latest news about an extreme weather event, it 311 

is not uncommon to first turn on your television.  Similarly, it is not uncommon for AIC storm 312 
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response centers to have televisions constantly on and tuned into local news and weather 313 

coverage, while also monitoring data through computers and the internet.  It is also not 314 

uncommon for AIC employees (including those without computers) to access news and weather 315 

information through televisions located in operating center common areas.  Again, access to 316 

cable and satellite television service is one tool in the tool belt that we use to provide safe, 317 

reliable, and adequate electric service to AIC customers.  This is no different than the continued 318 

use of landline telephones and pens and pencils.  Cell phones and computers may have taken 319 

away some of their "market share," but the items themselves are not obsolete.   320 

Q. Do you believe the two purchases from the Ameren online e-store are also 321 

reasonable work-related purchases? 322 

 Yes.  TEE 16.01 (included in Ms. Ebrey's Attachment B) and Ameren Exhibit 19.1 A.323 

identify the business justification for the purchase.  The fact the AIC employee purchased the 324 

item from the Ameren online store rather than a third party retailer is not relevant.  AIC's 325 

response to TEE 16.01 states AIC disallowed outside vendor expenses incurred to stock and 326 

restock inventory for the e-store, in response to the Commission order in Docket No. 12-0293.  327 

To the extent an employee using a corporate credit card to purchase an item from the e-store for 328 

a work-related purpose or in connection therewith, the purpose of the purchase should dictate 329 

whether the expense is recoverable in rates.  In these instances, in my opinion, the purchases are 330 

reasonable and prudent expenses that reasonably relate to the provision of utility service. 331 

Q. One of the purchases from the online e-store was an Ameren (logo-wear) shirt used 332 

by an employee recruiter at a career fair.  As Vice President of Operations, why do you 333 
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consider it important for AIC employees to be recognized as Ameren employees when in 334 

public? 335 

 Whether an employee is climbing the pole next to your house, in the truck across the A.336 

street from your residence or workplace, at your front door or at public meetings and events, we 337 

want that employee to be recognized as an Ameren employee.  That's why our vehicles have 338 

Ameren decals, and that's why our employees carry Ameren ID badges and, when appropriate, 339 

wear Ameren (logo-wear) clothing.  This is for the safety of our employees so they are well 340 

recognized by residents and businesses in the neighborhood.  But it is also for the safety of our 341 

customers so they can have peace of mind and comfort that the person on their street, at their 342 

front door, at the public meeting, or working nearby to restore power or fix a structure is actually 343 

a utility worker.  In this instance, the recruiter is the face of AIC in this particular public setting 344 

(a career fair).  It is appropriate that the recruiter is dressed in Ameren logo-wear and that he or 345 

she purchased that item through the corporate store for that work-related purpose. 346 

Q. Does Ms. Ebrey's testimony imply she considers other items on Attachment A as 347 

disallowable based on the Commission's order in Docket No. 12-0293? 348 

 Yes.  In her rebuttal testimony, Ms. Ebrey indicates the Commission's order in Docket A.349 

No. 12-0293 disallowed "a number of expense items that are identical or very similar to those I 350 

propose to disallow here."  According to Ms. Ebrey, those items include "Ameren Company 351 

Store Costs, floral arrangements, engraving costs, Lands End Business Outfitters, cable service, 352 

and meals for employees."   353 
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Q. Does Ms. Ebrey make disallowances for "Ameren Company Store Costs, floral 354 

arrangements, engraving costs, Lands End Business Outfitters, cable service, and meals for 355 

employees"? 356 

 Yes.  I previously discussed the disallowances Ms. Ebrey proposes for cable service A.357 

disallowances and two Ameren company e-store purchases.  Other Ameren company e-store 358 

purchases, engraving costs and meals for employees are discussed below in connection with my 359 

testimony concerning safety and performance achievement awards. 360 

Q. Ms. Ebrey states that "the purchases of floral arrangements" are "employee perqs" 361 

that are "thoughtful gestures" but "not necessary for the provision of utility service."  362 

Please respond. 363 

 It is not uncommon for AIC to, on occasion, purchase flowers in memory of an employee A.364 

or a member of an employee's family who has passed away or has fallen ill.  It is also not 365 

uncommon for AIC to, on occasion, purchase flowers in appreciation of an employee's 366 

performance.  Ms. Ebrey calls these "thoughtful gestures," and I agree. They are "thoughtful 367 

gestures" by an employer to the employee, and they are provided to the employee in context of 368 

the employee's employment with AIC.  Ms. Ebrey may not believe these are necessary expenses, 369 

but these are ordinary expenses incurred by every private employer – and every public utility – 370 

that is concerned about the general health and safety of its workforce and their families.  371 

Showing appreciation to employees gains employees' respect and engagement. 372 
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Q. Do you consider these flower purchases to be reasonable employee benefits provided 373 

in connection with their employment? 374 

 Yes.  Although I am by no means well-versed in tax laws, I am generally familiar with A.375 

the notion of employer-provided "fringe benefits."  Whether a fringe benefit is taxable or may be 376 

excluded from an employee's pay is subject to a myriad of complicated tax rules, to which I am 377 

not qualified to speak.  However, I am aware of the concept of a de minimis (minimal) benefit, 378 

which the Internal Revenue Service considers "any property or service you provide to an 379 

employee that has so little value that accounting for it would be unreasonable or administratively 380 

impracticable."  Publication 15-B, Employer's Tax Guide to Fringe Benefits (2013), p.8.  The 381 

typical items considered de minimis employee fringe benefits include floral purchases for special 382 

circumstances, birthday or holiday gifts, occasional tickets for theater or sporting events, 383 

occasional parties or picnics for employees and their guests, and de minimis meals like coffee, 384 

doughnuts and soft drinks.  Ameren provides its leadership with internal guidance on the tax 385 

treatment of these purchases, so that we can recognize employee performance and service, while 386 

ensuring compliance with the Internal Revenue Code.  Again, I am not offering expert testimony 387 

on the correct tax treatment for any of the purchases Ms. Ebrey seeks to disallow.  My point is 388 

simply this: the IRS guidance recognizes these types of employer "fringe benefit" purchases 389 

regularly occur (why else issue guidance) and more often than not are of minimal value and 390 

infrequently provided.  If the IRS considers the occasional flower purchase to be a benefit of 391 

such little value, then it seems illogical to consider them employee "perqs."   392 
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Q. What checks exist to ensure the "fringe benefits" provided to AIC employees are 393 

related to their employment and reasonable in amount? 394 

 The principal check on the "fringe benefits" provided to AIC employees is the constraints A.395 

that exist in the policies that govern the use and reporting of corporate credit card expenses.  The 396 

constraints in the policies are that the employee must provide a work-related justification and 397 

supporting documentation and obtain supervisor approval for any corporate card purchase.  398 

Whether a purchase is made for an Ameren "logo-wear" shirt for a public work function, a cake 399 

in honor of the retirement of a colleague, a bouquet of flowers for an ill or deceased employee or 400 

employee's family member, or just a box of donuts for a quarterly safety meeting, the cardholder 401 

knows that his or her supervisor must approve the purchase (assuming verbal approval was not 402 

already requested and provided, which is often the case).  These constraints ensure transparency 403 

concerning the business purpose for the purchase and encourage dialogue between the supervisor 404 

and cardholder concerning the appropriateness of the purchase and amount spent. 405 

Q. Is that the only check on the amount of "fringe benefits" provided to AIC 406 

employees? 407 

 No.  Each department and division also has to operate within the constraints of its A.408 

operating budget and the guidance provided by Ameren on taxable and non-taxable employee 409 

fringe benefits.  Directors will not be able to purchase cakes, flowers or donuts for their staff 410 

every day without running afoul of tax laws and reducing departmental operating budget. 411 

Q. Do you believe fringe benefits like these can improve the workplace environment? 412 

 Yes.  As Ms. Voiles points out, de minimis fringe benefits can improve employee morale, A.413 

which can lead to increased engagement and productivity by the employee.  Have I quantified 414 



Ameren Exhibit 19.0 (Rev.) 

Page 21 of 29 
 

the improvement in morale and productivity that a box of donuts or a bouquet of flowers can 415 

bring?  No.  But I know the quality of an employee's work is generally better when that 416 

employee actually enjoys coming to work and feels its employer cares about them.   417 

Q. Ms. Ebrey's rebuttal testimony indicated she believed further explanation was 418 

necessary for the purchase of certain electronic devices.  Have you also provided additional 419 

information for electronic utility equipment that Ms. Ebrey labeled as "unidentified"? 420 

 Yes.  Ameren Exhibit 19.1 identifies the items purchased for the "unidentified" category A.421 

11 invoiced expenses, as well as the business justification for the purchase.  These items include 422 

cell phone signal amplifiers (lines 125, 126, 130 and 132) to increase connectivity and 423 

productivity at remote substation locations; digital cameras for use in taking photographs of 424 

faulty equipment in the field and other business purposes (lines 127, 129, 133, 134, and 136); 425 

and operating center televisions used to communicate emergency response activities, training 426 

materials, weather and news information and general messages to employees (lines 128 and 427 

135).  These business purposes were cited in AIC's response to TEE 16.16, and for the benefit of 428 

Ms. Ebrey and the Commission, Ameren Exhibit 19.1 provides further line item detail to identify 429 

the individual purchases and justifications for each category 11 invoiced expense. The listed 430 

business justifications in Ameren 19.1 make clear the electronic purchases are reasonable in 431 

amount, prudently incurred and supportive of electric delivery service.  AIC hopes this additional 432 

detail will provide Ms. Ebrey with the support to withdraw her adjustment. 433 



Ameren Exhibit 19.0 (Rev.) 

Page 22 of 29 
 

Q. Ms. Ebrey's Attachment A identifies one line item invoiced expense in category 11 as 434 

"safety perqs" ($863.98).  What does that expense constitute? 435 

 As I explained in AIC's response to TEE 16.16, this invoiced amount constitutes the A.436 

purchases of two televisions that were given away at a state-wide safety meeting. 437 

Q. Why is this expense reasonable in amount and reasonably related to utility service? 438 

 Prizes at safety meetings are just another type of employee benefit, whether they are A.439 

given away as raffles, awarded to employees for performance, or won at safety competitions.  If 440 

the amount of the prize is reasonable, the practice of providing the prize is prudent, and purpose 441 

of the prize is reasonably related to utility service, the amount should be recoverable. 442 

Q. Can you point to another example of an invoiced expense proposed for disallowance 443 

that represented safety "giveaways"? 444 

 Yes.  In category 2, line 36, there is a $2,766.89 charge for Pacific Marketing LLC.  This A.445 

invoiced expense is for 811 "can cozies" that were given away at educational events, including 446 

the annual JULIE 811 meetings throughout the state where AIC educates excavators on the 447 

JULIE laws and safe excavation practices around AIC facilities.  At the meetings, the excavators 448 

are educated on the JULIE law, OSHA regulations, and safe digging practices.  This training 449 

increases awareness and decreases costs due to unintended damage to facilities, limit interruption 450 

in service, and most importantly reduces the potential for injuries.  AIC usually has 2,500 451 

excavators attend these meeting.  The low cost per attendee for these giveaways is more than 452 

offset by the impact of the giveaways on increased attendance at meetings and the value of the 453 

placement of the 811 one call advertisement on the giveaways. 454 
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Q. Ms. Ebrey's rebuttal testimony also indicated that it was unclear why AIC 455 

employees working on AMI projects required hands-free head-sets.  Can you explain why 456 

these are reasonable purchases? 457 

 As indicated in Ameren Exhibit 19.1, the wireless and wired hands-free head sets were A.458 

purchased to increase productivity.  AIC employees on the AMI team in Collinsville sit in 459 

cubicles in close proximity to each other, often on lengthy calls.  Hands-free headsets allow the 460 

employee to multi-task and eliminate the distracting background noise of speaker phones. 461 

Q. Ms. Ebrey disallows the expenses AIC incurred to install a driveway at the residence 462 

of AIC "trouble man" because she believes the value added to the employee's property 463 

should not be borne by ratepayers.  Please respond. 464 

 The AIC employee in question was recently awarded the position of outlying troubleman A.465 

per the labor agreement provision.  Outlying troublemen report from their homes and respond to 466 

normal as well as emergency work in their territory.  This type of coverage requires that 467 

employees take their vehicles home.  The new separate rocked driveway provides a place for the 468 

employee to safely park a large AIC vehicle, without damage to his personal property.  The 469 

relatively small, one-time cost associated with the driveway installation provides customer 470 

benefit, particularly with reduced outage durations.  In winter or colder months, conditions could 471 

dictate that snow or ice removal be performed before using the truck.  This includes the 472 

driveway.  If the troubleman has to shovel his own driveway to free his personal vehicle before 473 

driving to the nearest substation or operating center to do the same to the Company truck, this 474 

nearly doubles the response time.  With the truck parked at home, an outlying troubleman will 475 

typically start the truck to warm up the diesel engine while preparing for departure.  The cost of 476 
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the driveway is offset by the avoided payroll expense and fuel costs that would be incurred if the 477 

vehicle was not parked on site.   478 

Q. Does Ms. Ebrey take issue with this particular AIC practice? 479 

 No.  Ms. Ebrey accepts the driveway is necessary for the employee to park the vehicle at A.480 

his residence and she does not take exception to the practice of AIC paying for the driveway 481 

installation.  Instead, she claims the driveway would add certain value to the employee's property 482 

that should not be borne by ratepayers.  As demonstrated in Ameren Exhibit 19.2 however, the 483 

installed driveway is modest in size and appearance.  Staff has not offered any evidence the 484 

driveway has increased the value of the troubleman's property.  Indeed, it is quite possible, after 485 

considering the loss of land, the driveway has decreased the long-term value of the property. 486 

Q. Ms. Ebrey disallows a number of purchases as "safety perqs."  She states the 487 

"primary explanation for costs I proposed to disallow is that the costs are for safety 488 

banquets and employee recognition."  (p. 13, lines 250-251.)  Why does AIC incur expenses 489 

on safety awards, safety breakfasts, and other events and purchases that acknowledge an 490 

employee's safety and performance records? 491 

 As I indicated in AIC's response to TEE 16.18, AIC is committed to build and maintain a A.492 

culture of safety in the workplace and in the field.  As part of the overall commitment to safety, 493 

AIC has worked to reduce and limit preventable, recordable injuries, preventable, vehicular 494 

accidents, and safe work practices violations.  Preventable injuries, accidents and safety 495 

violations increase AIC's cost of service, from lost time and wages for injuries to utility workers, 496 

liability for injuries to third persons, damage to utility and non-utility property, to fines and 497 

disciplinary actions.  The goal for any employee, department and division is to have zero 498 
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preventable accidents and violations.  To encourage our employees to reach their individual 499 

personal goals and limit the number of preventable accidents and violations, Company-sponsored 500 

safety programs incentivize, recognize and reward employees for their safety records and 501 

performance during the prior calendar year.  The allotted funding for AIC's safety programs is 502 

used for quarterly department or division lunches or breakfasts, group training and competitions, 503 

and individual awards of lesser value such as gift cards or tangible, personal property. 504 

Q. Do you consider these expenses to be "safety perqs"? 505 

 No.  The costs of the tangible, personal property and gift cards that Ms. Ebrey seeks to A.506 

disallow are justified and more than offset by the avoided costs from the reduction in unsafe 507 

actions that cause damage to utility equipment, customers' property and most importantly loss of 508 

life.  These are achievement awards, whether given for the employee's length of service, his or 509 

her exceptional performance, or the duration of time he or she has avoided a preventable accident 510 

or violation.  Ms. Ebrey recognizes Section 16-108.5(c)(4)(A) allows recovery through delivery 511 

rates of incentive compensation costs related to safety.  These costs are no different.  They are 512 

just another means by which we encourage our employees to improve their safety records. 513 

Q. Can you point to an example from Ms. Ebrey's Attachment A that represent AIC's 514 

commitment to encourage safe practices? 515 

 Yes.  In category 2, line 39 of Ms. Ebrey's Attachment A, there is a $5,842.50 charge for A.516 

gift cards for Division VI Backing Rodeo, which was essentially a training exercise.  All union 517 

employees at each of the division's operating centers were required to participate in the parking 518 

of three sizes of vehicles.  The observers scored each driver on their ability to follow proper 519 

driver procedures including seat belts, requesting a spotter, and staying within a defined space 520 
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when maneuvering a truck.  The exercise helped drivers realize the size of the “blind spot” 521 

behind them and how much they could not see when backing up regardless of the size of the 522 

vehicle.  The exercise also improved to some degree the division's employees' ability to 523 

maneuver vehicles in tight spaces. 524 

Q. Why are Ms. Ebrey's so-called "safety perqs" reasonable purchases for a regulated 525 

public utility that should be recoverable? 526 

 Whether the achievement award in question is a plaque, an Ameren "logo-wear" jacket, a A.527 

meal, a gift card, or a piece of tangible, personal property, the intended effect of the mechanism 528 

is the same: to continue to encourage our employees to learn, commit to and implement safe 529 

practices.  The annual amount of funding budgeted for these incentive programs (approximately 530 

$100 per employee in the division) is reasonable.  The practice of recognizing and rewarding 531 

employee safety and performance records is prudent.  The purpose of the programs is to improve 532 

the reliability, adequacy and safety of the delivery service AIC provides.  These amounts should 533 

be recoverable.   534 

 RESPONSE TO STAFF WITNESS PEARCE IV.535 

Q. Have you reviewed portions of the rebuttal testimony of Staff witness Ms. Pearce? 536 

 Yes.  Specifically I reviewed Ms. Pearce's rebuttal testimony in support of her adjustment A.537 

to reduce AIC's credit card expenses (ICC Staff Ex. 8.0, lines 274-363).  I also reviewed her 538 

exhibit ICC Staff Exhibit 8.04, which lists the credit card expense she seeks to disallow.   539 
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Q. Did any Ameren witness respond to Ms. Pearce's adjustment on rebuttal? 540 

 Yes.  Ameren witness Ms. Voiles submitted rebuttal testimony (Ameren Ex. 16.0) in A.541 

opposition to Ms. Pearce's adjustment.  Ms. Voiles also produced a rebuttal exhibit (Ameren Ex. 542 

16.1) that identified the work-related justification for the individual expenses and categorized the 543 

expenses by business function.   544 

Q. Did you review Ms. Voiles' rebuttal testimony? 545 

 Yes.  In connection with the preparation of my surrebuttal testimony, I reviewed Ms. A.546 

Voiles' rebuttal testimony and exhibit and surrebuttal testimony. 547 

Q. Is there any overlap in the expenses Ms. Pearce seeks to disallow and the purchases 548 

Ms. Ebrey seeks to disallow? 549 

 Yes.  Ms. Ebrey reviewed BX Purchases charged to Account 588.  Ms. Pearce reviewed A.550 

expense reports for the 12 AIC cardholders that had single transaction limits in 2012 that equaled 551 

or exceeded $30,000.  Based on AIC's review of the accounting for the expenses proposed for 552 

disallowance by Ms. Pearce, a significant portion of the expenses she disallowed were charged to 553 

Account 588.  It is my understanding four items appear on both Ms. Ebrey's and Ms. Pearce's 554 

schedules: the $110.75 charge for TLF Lake Land Floral, the $64.38 charge for TLF Blossom 555 

Basket Florist, the $498.40 charge for Best Buy (television) and the $657.59 charge for Best Buy 556 

(2 digital cameras). 557 
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Q. Do you agree with Ms. Voiles' contention that the expenses listed on Ameren Exhibit 558 

16.1 are reasonable in amount and reasonably related to delivery service? 559 

 Yes.  Based on my review of Ameren Exhibit 16.1, I don't believe that any of the A.560 

amounts listed are unreasonable purchases. 561 

Q. As Vice President of Operations, do you have a unique perspective on the 562 

reasonableness of the expenses Ms. Voiles identified as "Storm Response and 563 

Preparedness"?  564 

 Yes.  The televisions, satellite television service, hotel room and food charges that Ms. A.565 

Voiles has identified as Storm Response and Preparedness are purchases that are made in the 566 

regular course of preparing for and responding to major and minor storms and other extreme 567 

weather events.  They are work-related, reasonable and prudent purchases that assist in the 568 

providing of safe, adequate and reliable delivery service. 569 

Q. As Vice President of Operations, do you have a unique perspective on the 570 

reasonableness of the expenses Ms. Voiles identified as "Other Utility Equipment"? 571 

 Yes.  These are purchases for electric utility equipment such as cell phones, blackberries, A.572 

digital cameras, and a DVD player.  I can't even imagine a utility attempting to provide safe, 573 

reliable and adequate delivery service without the use of employer-provided cell phones, 574 

blackberries and digital cameras.  These are essential items in today's high-tech world.  The costs 575 

for these purchases should be recovered as reasonable and prudent expenses. 576 



Ameren Exhibit 19.0 (Rev.) 

Page 29 of 29 
 

Q. As Vice President of Operations, do you have a unique perspective on the 577 

reasonableness of the expenses Ms. Voiles identified as "Food & Beverages (Safety Work 578 

Meetings)"? 579 

 Yes.  This question ties into my earlier discussion of safety awards.  Whether snacks or a A.580 

meal and whether a lunch, breakfast or work meeting, the amount expended is justified as 581 

recognition and appreciation of the employee's and group's safe practices.  These amounts, like 582 

the amounts associated with Ms. Ebrey's meals disallowances, should be recovered in rates. 583 

 CONCLUSION V.584 

Q. Does this conclude your surrebuttal testimony? 585 

 Yes, it does.  A.586 


