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ILLINOIS COMMERCE COMMISSION 1 

DOCKET No. 11-   2 

DIRECT TESTIMONY OF  3 

MICHAEL J. GETZ 4 

Submitted on Behalf of 5 

Ameren Illinois 6 

I. INTRODUCTION 7 

A. Witness Identification 8 

Q. Please state your name and business address. 9 

A. My name is Michael J. Getz.  My business address is 300 Liberty Street, Peoria, 10 

Illinois 61602. 11 

Q. By whom are you employed and in what position? 12 

A. I am employed as the Controller for Ameren Illinois Company d/b/a Ameren 13 

Illinois (AIC).   14 

Q. Please describe your current job duties and responsibilities? 15 

A. I am currently responsible for financial variance analysis, reporting and budget 16 

coordination for AIC. 17 

Q. Please describe your educational background and work experience. 18 

A. See my Statement of Qualifications attached as an Appendix to this testimony. 19 

B. Purpose, Scope and Identification of Exhibits 20 

Q. What is the purpose of your direct testimony? 21 
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A. I provide support for the AIC’s test year forecast and certain of the Part 285 G 22 

Schedules as they relate to AIC’s 2012 test year forecast. 23 

Q. Please summarize the conclusions of your direct testimony. 24 

A. I explain that AIC’s forecast for the test year is based on AIC’s board-approved 25 

2012 forecast, which is the result of a comprehensive and detailed budgeting process.  26 

Thus, I conclude the test year forecast fairly states the projected  results of AIC’s 27 

operations, is reasonable and reliable, and is appropriate for use in determining AIC’s 28 

revenue requirement in this proceeding. 29 

Q. Are you sponsoring any exhibits with your direct testimony? 30 

A. Yes.  I am sponsoring the following exhibits: 31 

 Ameren Exhibit 9.1: Forecasted Plant Retirements for 2011 & 2012 32 

 Ameren Exhibit 9.2:  Normalized Storm Costs 33 

II. FUTURE TEST YEAR  34 

Q. What test year has AIC proposed in this proceeding? 35 

A. AIC is proposing to utilize calendar year 2012 as its test year.   36 

Q. How was the AIC’s future test year forecast prepared? 37 

A. AIC’s future test year forecast was developed using AIC’s 2012 forecast, as 38 

approved by the AIC board of directors, and as discussed further below.  The 39 

assumptions utilized in preparation of the test year forecast are set forth in Schedule G-5. 40 
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Q. Does the forecast for the test year use the same assumptions and 41 

methodologies as forecasts prepared for management or other entities? 42 

A. Yes.  As shown in Schedule G-3, except for the adjustments made to the 43 

forecasted test year projections as set forth in the testimony and schedules submitted by 44 

AIC, and except that the proposed rate increase is not reflected in the forecast forming the 45 

basis of the test year, the assumptions and methodologies used in developing the 46 

projections are the same as those reflected in the 2012 forecast prepared for AIC’s 47 

management and other entities and approved by AIC’s board.   48 

Q. Is the accounting treatment that has been applied to anticipated events and 49 

transactions in the projections the same as the accounting treatment to be applied in 50 

recording the events once they have occurred? 51 

A. AIC prepares forecasts based on activity codes.  Once a cost has been incurred 52 

however, the cost is recorded on AIC’s books in the appropriate FERC account in 53 

accordance with the Uniform System of Accounts (USOA).  As discussed further below, 54 

AIC has undertaken a translation of its forecast to place forecasted costs into FERC 55 

account format.  Otherwise, the accounting treatment that has been applied to anticipated 56 

events and transactions in the projections is the same as the accounting treatment to be 57 

applied in recording the events once they have occurred. 58 

Q. Has AIC explained, where appropriate, why it is using certain measurement 59 

periods when normalizing expenses? 60 

A. Yes.  In the Docket Nos. 09-0306 – 09-0311 (cons.) Order, the Commission 61 

directed Staff and AIC to provide additional clarity when proposing different 62 
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measurement periods for establishing the cost of certain items.  Appropriate discussion is 63 

provided where AIC is proposing normalized expenses in my testimony below, the 64 

testimony of Ameren witness Mr. Stafford, and in the descriptions of the basis of the 65 

forecast in Schedule G-5.  66 

Q. How was the 2012 forecast developed? 67 

A. AIC has a formal budgeting process in place under which AIC determines 68 

revenues, expenses and investments for future periods for both the electric and gas 69 

utilities. Budget guidelines were developed by Corporate Budgeting and the Illinois 70 

Financial Services group and distributed to the budget system users. AIC uses the 71 

Competisoft Budget System (CBS) to prepare a five year forecast of O&M and capital 72 

costs. The CBS system has been in place since 1999.  The system maintains the 73 

employees assigned to each department or resource management center (RMC), their pay 74 

rates and the applicable Ameren loading rates.  Loadings for such items as pension and 75 

benefits, indirect overheads, stores handling, purchasing, and AFUDC are applied by 76 

CBS based on the factors determined by the Corporate Budget group.  All CBS entries 77 

are done by cost category (O&M, capital, etc.), resource type (union labor, management 78 

labor, materials, vehicles, etc.), and activity code (reliability work, customer billing, etc.), 79 

and project numbers are required for all capital work.  Business Performance Specialists 80 

(BPS) and Financial Specialists throughout AIC work with the RMC managers and the 81 

AIC Financial Services group to determine staffing changes and resource allocation, 82 

which are entered in CBS.  Engineers and other subject matter experts are also involved 83 

in the process to provide forecast information on external contractor estimates, material 84 
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needs, project start and stop dates and other budget inputs.  The O&M and capital 85 

forecast data is loaded into the corporate budgeting model by the Corporate Modeling 86 

group to create forecasted financial statements which are reviewed and adjusted as 87 

needed.  The final forecast is then presented to the AIC Board for approval.  This process 88 

therefore leads to approved projections which represent management’s plan for the 89 

forecast period and form the basis for the test year forecast in this proceeding. 90 

Q. How does AIC ensure that costs are maintained within approved 91 

projections? 92 

A. Cost control begins with appropriate system controls, budgeting and planning. 93 

AIC has system controls in place that require approval of projects, job requisitions and  94 

purchase orders based on corporate hierarchy and approval limits to ensure all projects 95 

and expenditures are approved by the appropriate level of management.  AIC also has an 96 

approved budget against which it manages and controls costs, and AIC conducts ongoing 97 

reviews of the budget to ensure costs are maintained within approved projections.  98 

Variance analysis is performed each month by the BPSs, the Ameren Financial Services 99 

Group and the Corporate Modeling Group.  The BPSs review the capital and O&M 100 

charges relative to their budget and share their analysis with AIC managers.  In the 101 

divisions typically there is a monthly budget meeting with the manager, BPS and 102 

operations vice president to review the variances and the status of projects.  Each month, 103 

meetings are also held with AIC senior leadership and the Ameren corporate Controller 104 

and CFO to review the AIC corporate financial data, including income statements, O&M, 105 

capital and margins.  Based on the variances and the operational and investment needs of 106 
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the utility, management then takes steps to adjust costs as needed to maintain costs within 107 

budget.  For example, in 2009 Ameren Illinois experienced over $30 million of major 108 

storm damage.  As a result of these significant unplanned capital expenditures, other 109 

capital projects were, consistent with service requirements, deferred by AIC, or cost 110 

variances on other projects were used to offset the storm costs.  The end result, based on 111 

the communication and review processes in place, was that management was able to 112 

control 2009 capital costs within 1% of the budget.  Other measures by the AIC to control 113 

costs are further discussed by Ameren witness Mr. Nelson. 114 

Q. Were any adjustments made to the forecasted test year projections in 115 

developing AIC’s schedules in this proceeding? 116 

A. Yes.  AIC prepares initial forecasts based on activity codes, while the 117 

Commission’s filing requirements require that rate case schedules be presented based on 118 

FERC account numbering as set forth in the USOA for Electric Utilities (83 Ill. Admin. 119 

Code Part 415) and USOA for Gas Utilities (83 Ill. Admin. Code Part 505).  For the 120 

purposes of presentation of the future test year forecast in the schedules in this 121 

proceeding, AIC converted or “translated” its 2012 O&M forecast into a FERC account 122 

format.  In this process, the elements of the accounting code block such as RMC, utility, 123 

cost category, activity and resource type for actual charges are compared to the same 124 

fields in the forecast data.  Where a match occurs, the forecasted O&M costs are 125 

allocated based on the FERC accounts of the actual charges.  A nine step process is used 126 

to derive the FERC accounts for the O&M accounts.  Each step broadens the selection 127 

criteria from specific activities or RMCs to use related activities or RMCs in the 128 
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hierarchy.  The resulting FERC account derivation files were reviewed by the BPSs to 129 

provide a quality check on the results.  It should be noted that while the process as a 130 

whole successfully derived the FERC expense accounts, individual FERC O&M accounts 131 

charged in the future may differ from the one determined from the nine step process 132 

above. 133 

Forecast conversions to USOA formatting have been performed by other Illinois 134 

utilities presenting information for a future test year.  For example, Nicor performed a 135 

financial and operational analysis to “translate” its 2009 budget to be consistent with the 136 

accounting classification requirements set forth in the Commission’s USOA in its Docket 137 

08-0363 rate case   138 

Further, in developing the test year operating income statement and rate base at present 139 

rates, adjustments to the projections were made to reflect appropriate ratemaking treatment of 140 

certain items, to reflect changes made to the forecast, and to reflect corrections to the forecast. 141 

These adjustments are detailed in Schedules B-2.1 to B-2.7 and C-2.1 to C-2.16 and discussed by 142 

Ameren witness Mr. Stafford. 143 

Q. How were plant retirements forecasted for the test year? 144 

A. AIC has not typically forecasted plant retirements except for vehicles and some 145 

other minor items.  For 2011 and the 2012 test year the budget process was revised to 146 

provide a more reasonable level of expected plant retirements.  A review was performed 147 

of the 2005 through 2009 actual plant retirements and additions as reported in the FERC 148 

Form 1 and the ICC Form 21 annual reports.  These years were selected since the data for 149 

all three legacy company was consistently recorded on Ameren’s books for the entire 150 

year starting in 2005 after the acquisition of Illinois Power.  The ratio between the 151 
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retirements to the additions for the five year period of 2005 through 2009 for various 152 

groups of property such as electric distribution substations, electric distribution lines, line 153 

transformers, and gas lines was calculated.  These retirement ratios were then applied to 154 

forecasted additions for these groups and entered into CBS.  Plant Accounting provided 155 

projected retirements for general plant items which were likewise entered into CBS. 156 

These ratios are reflected in the attached Ameren Exhibit 9.1. 157 

Q. Please discuss the treatment in the forecast of storm cost normalization. 158 

A. The 2012 test year forecast includes approximately $15 million of storm expense.  159 

The forecast represents a normalized level of storm incremental expenses based on the 160 

actual charges for 2005-2009 escalated to 2012 dollars.  Non-labor costs were escalated 161 

2% annually while AIC union labor costs were escalated based on the Bureau of Labor 162 

Statistics Producer Price Index for the Electric Power Distribution Industry as shown in 163 

Ameren Exhibit 9.2.  Items included in the cost are union overtime, external contractors, 164 

meals, lodging and material costs.  In past historical test year filings, normalized 165 

incremental storm expenses have been accepted as pro forma adjustments and the most 166 

recent rate order allowed normalized storm expense of $15 million. 167 

Q. Please discuss the treatment of regulatory asset amortization. 168 

A. Regulatory asset amortization of prior rate case expenses are charged to account 169 

928, regulatory commission expense, when amortized.  For the forecasted 2012 test year, 170 

these costs are reported on the income statement as “Depreciation and amortization” 171 

instead of “Other operations and maintenance expense.”   172 

Q. In your opinion, are the test year projections reasonable and reliable? 173 



Ameren Exhibit 9.0E 
Page 9 of 11 

A. Yes.  The projections were developed in accordance with the “Guide for 174 

Prospective Financial Information” (2009) issued by the American Institute of Certified 175 

Public Accountants (AICPA Guide).  In Schedule G-2, AIC has submitted the opinion of 176 

PriceWaterhouseCoopers, certified public accountants, that the preparation and 177 

presentation of the projections comply with the AICPA Guide.  Schedule G-5 sets forth 178 

the basic assumptions on which the test year forecast is based.  As Schedule G-5 shows, 179 

these assumptions are reasonable because they are, as appropriate, based on historical 180 

experience of AIC, expected events or transactions in the forecast period, and / or 181 

detailed forecast modeling.  Therefore, the test year projections are reasonable, reliable, 182 

and, further, were made in good faith.  All of the basic assumptions used in preparing the 183 

projections are explained and justified in the exhibits, testimony and work papers 184 

supporting this filing, to allow the Commission Staff and any interveners to test the 185 

appropriateness of the projections.    186 

Q. Does comparison of prior period forecast data to actual data demonstrate the 187 

reliability and accuracy of the utility's forecast? 188 

A. Yes.  Schedule G-1 is an operating income statement that compares the budget to 189 

actual data for each of the years ending December 2007 through December 2009.  It also 190 

compares total budgeted capital expenditures to total actual capital expenditures for those 191 

three years.  Schedule G-1 shows that actual electric and gas O&M expenses for two of 192 

the three historical years were above budget and that such expenses have not been more 193 

than 4% below budget in any year in that time period.  On average, for these three years, 194 

electric and gas O&M expenses were more than 101% of the budget.  For capital 195 
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expenditures on average over the 2007-2009 period, overall electric and gas actual 196 

expenditures were approximately 102% of budget.  Thus, Schedule G-1 shows that AIC’s 197 

budgeting is reliable and conservative.  Likewise, AIC’s budgeting of gross plant 198 

additions is also reliable and accurate, as shown on Schedule G-8.  As shown on that 199 

Schedule, for electric plant additions, on average over 2007-2009, actual gross plant 200 

additions were approximately 8% over budget.  For gas plant additions, on average over 201 

2007-2009, actual gross plant additions were approximately 2% over budget. 202 

III. G SCHEDULES  203 

Q. Has AIC submitted schedules required in the Minimum Filing Requirements 204 

applicable to this case? 205 

A. Yes.  Ameren witness Mr. Stafford discusses AIC’s preparation of the schedules 206 

required under Subparts D through J of 83 Ill. Admin. Code Part 285.  I am sponsoring 207 

the following Schedules:  G-1, G-3 through G-6, G-8 through G-10, G-12, and G-13.   208 

Q. Did you prepare, or cause to be prepared under your direction and 209 

supervision, the schedules which you are sponsoring? 210 

A. Yes.  211 

Q. Please generally describe the G Schedules. 212 

A. These schedules provide information in support of AIC’s future test year 213 

projections as I discuss above 214 
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IV. CONCLUSION 215 

Q. Does this conclude your direct testimony? 216 

A. Yes it does.217 
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STATEMENT OF QUALIFICATIONS 
MICHAEL J. GETZ 

I graduated from Bradley University in 1982 with a Bachelor of Science degree in 

Accounting.  In 1983, I obtained my Certified Public Accountant certification in the State 

of Illinois.  I began my employment at Central Illinois Light Company in 1984.  In 1988, 

I received my Masters of Business Administration degree from Bradley University, and 

obtained my Certified Management Accountant certification in 1996.  I have worked in 

various positions in the Fixed Assets, Accounts Payable, and General Accounting areas. 


