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ILLINOIS COMMERCE COMMISSION 1 

DOCKET Nos. 11-0279, 11-0282 (Cons.) 2 

REBUTTAL TESTIMONY OF  3 

MICHAEL J. GETZ 4 

Submitted on Behalf of 5 

Ameren Illinois 6 

I. INTRODUCTION 7 

Q. Please state your name and business address. 8 

A. My name is Michael J. Getz.  My business address is 300 Liberty Street, Peoria, Illinois 9 

61602. 10 

Q. Are you the same Michael J. Getz who provided direct testimony and supplemental 11 

direct testimony in this proceeding? 12 

A. Yes, I am. 13 

II. PURPOSE OF TESTIMONY 14 

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

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

Commerce Commission Staff (Staff) witness, Ms. Mona Elsaid concerning her recommended 17 

adjustment to storm expense costs.  I am also providing testimony in response to Staff witness 18 

Ms. Bonita Pearce concerning her recommended adjustments to salaries and wages and 19 

employee benefits. Finally, I am providing testimony in response to Staff witness Mr. Yassir 20 

Rashid regarding electric distribution expenses.  21 
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Q. Are you sponsoring any exhibits with your rebuttal testimony? 22 

A. Yes.  I am sponsoring the following exhibits: 23 

 Ameren Exhibit 29.1: Normalized Storm Costs July 2005 – June 2011 24 

 Ameren Exhibit 29.2: Normalized Storm Costs 2006 - 2010 25 

 Ameren Exhibit 29.3: 2011 Headcount including Liberty, Incremental 26 

Projects and Merger 27 

 Ameren Exhibit 29.4: 2012 Headcount including Liberty, Incremental 28 

Projects and Merger 29 

 Ameren Exhibit 29.5: Historical Storm Costs by Account  30 

 Ameren Exhibit 29.6: Electric Distribution Expenses 2009 vs. 2012 31 

III. RESPONSE TO STAFF WITNESS, MS. ELSAID 32 

Q. Have you reviewed Ms. Elsaid’s testimony regarding storm cost normalization? 33 

A. Yes.  She recommends that the Illinois Commerce Commission (Commission) direct 34 

Ameren Illinois Company d/b/a Ameren Illinois (AIC or Company) to use a six-year average 35 

based on the actual charges for 2005-2010 escalated to 2012 dollars when calculating the 36 

normalized storm costs.  She bases her recommendation for a six-year period of normalization on 37 

the Commission’s Orders in AIC’s last two rate cases.  She asks the Commission to disallow 38 

$2,056,119, which is the difference between Staff’s six-year and the Company’s proposed five-39 

year averages.  Instead of the $14.6 million in expense proposed by AIC, Ms. Elsaid 40 

recommends that AIC only be allowed to recover approximately $12.6 million in expense. 41 

Q. Do you agree with Ms. Elsaid's normalization adjustment? 42 

A. No.  The amount of storm expense included in the Company's test year ($14.6 million) is 43 

the appropriate amount for AIC to recover.  Recent actual storm costs shows that the amount 44 
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included in the test year was a reasonable estimate of future storm costs.  As shown below, using 45 

a six year normalization ending June 2011 results in an average expense escalated to 2012 46 

dollars of $14.9 million.  Moreover, using a five year normalization ending 2010 results in an 47 

average expense escalated to 2012 dollars of $14.7 million.  Both amounts are comparable to the 48 

amount that AIC proposed as its test year expense. 49 

Q. Please describe the treatment of storm cost expense in AIC’s last two rate cases. 50 

A. In Docket Nos. 07-0585 (Cons.), AIC agreed to use a six-year historical normalization 51 

period for AmerenCIPS and AmerenIP and a four year amortization period for AmerenCILCO to 52 

calculate the storm recovery costs individually allowable for each of the legacy electric utilities.  53 

In Docket Nos. 09-0306 (cons.)., Staff agreed to normalize storm expense using 2004 through 54 

year-to-date September 2009 data, instead of actual 2003 data, to better reflect the level of storm 55 

costs likely to be incurred during the period rates will be in effect.  In each instance, the parties 56 

agreed on the normalized period and used recent actual data to calculate the average expense. 57 

Q. Ms. Elsaid opined that an “appropriate period of time to provide reasonable 58 

estimation of expected future costs,” is six years as set forth in the Commission’s order in 59 

Docket 09-0306 (Cons.).  Did the Order in Docket 09-0306 (Cons.) require AIC to 60 

normalize storm costs based on a six-year period in future rate cases? 61 

A. No.  What is important in determining the "appropriate" normalization period for a 62 

volatile expense is not whether the Commission used – or the parties agreed on – a particular 63 

period in a prior rate case.  What is important is whether, as Ms. Elsaid says, that period selected 64 

provides a "reasonable estimation of future costs."  The underlying data points, the average time 65 

between rate cases, significant changes to operational practices and processes, are all factors that 66 
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must be considered when picking the appropriate normalization period.  The annual expense 67 

inputs and operational conditions for any given year can impact the length of time selected to 68 

average a volatile expense.   69 

Q. Explain the factors AIC considered when selecting the five-year normalization 70 

period. 71 

A. As acknowledged by Ms. Elsaid, storms vary from year to year and it is not practical to 72 

predict storm costs based on the previous two or three years.  ICC Staff Ex. 11.0, pp. 11:213- 73 

12:215.  AIC chose a five-year average of 2005-9 because 2005 was the first full year all three 74 

legacy utilities were owned and operated by Ameren Corporation (Ameren) so the accounting 75 

and operations practices were consistent from this point forward and 2009 was the last full year 76 

available when the rate case schedules were prepared.  Prior to acquisition by Ameren, CILCO 77 

storm cost data was not tracked and IP storm cost data was not maintained on a separate storm 78 

basis.   79 

Q. How does the inclusion of 2010 storm expense impact the average expense? 80 

A. The major storm O&M expense in 2010 was very low.  Incremental expense was only 81 

$1.8 million.  As a result, the inclusion of the 2010 costs into Ms. Elsaid's calculation 82 

significantly reduces the average storm expense. 83 

Q. Is the level of storm expense in the test year more reflective of current, year-to-date 84 

2011 expense?   85 

A. Yes.  As opposed to 2010, for year-to-date 2011 through June 2011, AIC’s incremental 86 

storm costs are already approximately $12.9 million. 87 
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Q. What would be the average expense if a six-year period ending June 30, 2011 was 88 

used? 89 

A. As discussed previously, AIC’s 2012 test year forecast included actual charges for 2005-90 

2009 escalated to 2012 dollars.  I have recalculated the expense to reflect the most current actual 91 

charges for a six -year period from July 2005 through June 2011.  The six-year average expense 92 

for this time period escalated to 2012 dollars is $14.9 million per Ameren Exhibit 29.1.  This is 93 

comparable with the $14.6 million originally submitted by AIC under the five- year average.  94 

The six-year average for a period ending June 30, 2011 is thus a reasonableness check on the 95 

amount included in the test year.   96 

Q. Why is it appropriate to use 2011 data when calculating an average storm expense 97 

as a reasonableness check? 98 

A. Use of 2011 storm costs is consistent with using the most recent actual data to calculate 99 

the normalized expense.  In addition, if it is appropriate to include an extremely low year such as 100 

2010 in the calculation of the average expense, it is appropriate to use the higher level of expense 101 

so far incurred in 2011.   102 

Q. What would be the expense total if AIC had used the five year period from 2006 103 

until 2010? 104 

A. The five-year average expense for 2006-2010 escalated to 2012 dollars is $14.7 million 105 

per Ameren Exhibit 29.2.  The incremental expense incurred in 2010 and 2005 was roughly 106 

equivalent.  Thus, substitution of more recent 2010 expense data in place of 2005 expense data 107 

results in an average expense roughly equivalent to the amount included in the test year.  108 

Whereas Ms. Elsaid's use of 2005 and 2010 expense drives down the average significantly. 109 
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Q. Is Ameren Illinois recalculating its test year expense on rebuttal using either a six-110 

year average ending June 2011 or a five-year average ending 2010? 111 

A. No.  AIC would not object to Staff relying on either calculation as an appropriate level of 112 

expense on rebuttal, if it so chooses.  But for purposes of its rebuttal, the Company is simply 113 

demonstrating that use of most recent data, when applied to either a five-year or six-year 114 

averaging technique, results in an average expense consistent with the projected level of expense 115 

AIC proposes to include in rates. 116 

Q. What do you conclude about the appropriate level of test year storm expense? 117 

A. The storm costs proposed by the AIC in this case are reasonable.  The five-year average 118 

submitted in the case is $300,000 less than the average for the six years ended June 2011 and 119 

$100,000 less than a five-year average of 2006-2010. 120 

IV. RESPONSE TO STAFF WITNESS, MS. PEARCE 121 

Q. Please describe Ms. Pearce’s reduction to AIC’s Salaries and Wages and Employee 122 

Benefits. 123 

A. Ms. Pearce reduced AIC’s forecasted 2012 salaries and employee benefits by six percent, 124 

which is the amount of assumed labor benefits she interpreted as being realized through 125 

employee attrition and redeployment, according to the Merger Integration and Process 126 

Optimization (MIPO) study sponsored by AIC witness, Mr. James Mazurek.  According to Ms. 127 

Pearce, these adjustments were made because labor expense as forecasted by AIC, exclusive of 128 

the MIPO impact, contains projected increases in the number of employees, wages and benefits.   129 

Q. Does AIC agree with her adjustments? 130 
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A. No, as explained in more detail by AIC witnesses, Mr. Craig Nelson and Mr. Mazurek.  131 

In particular, her adjustment improperly assumes that approximately 250 employees would leave 132 

AIC in the test year as a result of the merger.  As Mr. Mazurek explains, the number of 133 

employees projected to leave AIC or not be replaced as a result of the merger in 2011 – 2015 is 134 

approximately 20.   135 

Q. Ms. Pearce argues that AIC’s forecasted labor expense contains projected increases 136 

in the number of employees, wages and benefits which are “in direct conflict with the 137 

assumptions of labor dependency reductions described in the MIPO.”  Please respond. 138 

A. As indicated above, the labor dependency reductions described in the MIPO are limited.  139 

In order to clarify AIC’s projected headcount in the test year however, I am sponsoring as 140 

Ameren Exhibits 29.3 and 29.4 a corrected Schedule C-11, which shows AIC’s projected labor 141 

headcount in 2011 and 2012.  The corrected schedule features three changes: (1) an increase in 142 

headcount of 50 to reflect the additional internal labor personnel needed in the test year for 143 

Liberty Audit projects; and (2) and increase in headcount of 34 for the incremental projects 144 

related to gas operations and substation maintenance; and (3) a decrease in headcount of 14 to 145 

reflect the impact of the merger in the test year. 146 

Q. How do you respond to her assertion that electric and gas payroll expense increases 147 

of 14 and 13 percent, respectively, from 2009 to 2012 are inconsistent with the MIPO 148 

results? 149 

A. With the corrections made to projected labor expense as discussed by Mr. Ronald 150 

Stafford and to headcount as discussed above (to reflect the addition of Liberty Audit personnel 151 

and incremental projects, and reductions due to merger savings opportunities), labor expense and 152 
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headcount are projected to increase in the test year, even after taking into consideration the 153 

merger reductions.  Thus, the payroll projections above are not inconsistent with the MIPO.  154 

Q. Ms. Pearce also states AIC’s G-5 schedule shows the number of employees is 155 

projected to increase by 2% or 69 employees in 2012, as compared to 2011, and this is 156 

inconsistent with the MIPO results.  Please respond. 157 

A. Again, with the corrections made to headcount as discussed above (to reflect the addition 158 

of Liberty Audit personnel and incremental projects, and merger labor savings), headcount is still 159 

projected to increase in the test year, even after taking into consideration the merger reductions.  160 

Thus, the projection above is not inconsistent with the MIPO.  The headcount increase 161 

referenced on the G-5 did not reflect the headcount related to the merger, Liberty Audit or other 162 

incremental projects for which labor dollar amounts only were forecasted.  The revised 163 

headcount for 2011 and 2012 has been presented on Ameren Exhibits 29.3 and 29.4 and corrects 164 

for this. 165 

Q. Ms. Pearce also points to the G-5 schedule’s assumed average union contract wage 166 

increase of 3.25% and average non-union wage increase of 4% from 2011 to 2012 as being 167 

inconsistent with the MIPO results.  Is this accurate? 168 

A. No.  These are forecast assumptions which are not impacted by the merger.  As they are 169 

standalone forecast assumptions that remain unaffected by the merger, they are not inconsistent 170 

with merger savings results, once the labor and headcount projections are revised as discussed 171 

above and by Mr. Stafford and Mr. Nelson. 172 

Q. How do the revisions to Schedule C-11 affect AIC’s test year labor expense 173 

projections? 174 
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A. The internal labor amounts in the MIPO have been corrected as discussed by Mr.  175 

Stafford. The labor costs related to the Liberty Audit and incremental projects were included in 176 

AIC’s original rate filing submission, but the headcount increase was not reflected in the C-11 177 

schedule.   178 

Q. Ms. Pearce also states it is “unclear that the savings described in the MIPO have 179 

been reflected in the 2012 test year labor and benefits projections.” Is that accurate? 180 

A. No.  While it is true that the C-11 schedule did not reflect the decrease in headcount 181 

related to the merger, the savings from the MIPO were included in the test year costs and 182 

benefits projections.  This is discussed further by Mr. Mazurek and Mr. Stafford. 183 

V. RESPONSE TO STAFF WITNESS, MR. RASHID 184 

Q. Please summarize Mr. Rashid’s conclusions about AIC’s electric distribution 185 

expenses. 186 

A. Mr. Rashid reviewed AIC’s Schedule C-4, which details what the Company expects to 187 

spend in 2012 and notes that the test year expense is a 28.15% increase from the prior year. The 188 

accounts reflecting the greatest increase in spending in the test year compared to the prior year 189 

are Account 593 (Maintenance of Overhead Lines), Account 582 (Station operation expenses) 190 

and Account 592 (Maintenance of Station equipment).   191 

Q. Mr. Rashid includes a chart in his direct testimony that shows Ameren Illinois’ 192 

O&M historical and projected expenses from 2006 to 2012.  Does this chart accurately 193 

represent AIC’s actual and projected expenses from 2006 to 2012? 194 
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A. Yes, the amounts in Mr. Rashid's chart reflect the C-4 schedule cost data provided by 195 

AIC.  But the chart does not accurately reflect the amount of expense recovered in rates set by 196 

the Commission.  The C-4 schedule does not reflect ratemaking adjustments made to the electric 197 

distribution expenses.  For example, even though major storm costs were higher in 2006 and 198 

2008 then the preceding years, a normalized level of storm costs was used when calculating the 199 

revenue requirement for those test years. 200 

Q. He also states that “Ameren has the tendency to spend disproportionately more 201 

during a test year than it does under normal circumstances.”  Please respond.   202 

A. While it is true actual electric distribution expenses were higher in 2006 and 2008, a 203 

significant portion of the increase in those years is related to expenses for major storms (see 204 

Ameren Exhibit 29.5). The increase in electric distribution expense from 2005 to 2006 was 205 

approximately $33 million, while storm expense increased roughly $31 million between the two 206 

years.  In 2008, electric distribution expenses increased approximately $37 million from the 2007 207 

level.  Major storm expenses were nearly $22 million in 2008, which represents an increase of 208 

$13 million over the level experienced in 2007.  Second, vegetation management accounted for 209 

another $5 million of the increase.  Third, a new circuit inspection program began in 2008, which 210 

resulted in increased pole replacements and NESC violation corrections that caused an 211 

incremental increase of approximately $9 million as compared to 2007 spending levels. 212 

Q. You have explained the drivers for the increase in actual expense in 2006 and 2008.  213 

What is driving the increase in projected electric distribution expense in the test year?   214 

A. By comparing the 2009 electric distribution expenses to the 2012 projected expenses it 215 

can be shown that the increases in projected electric distribution expense in the test year are 216 
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driven primarily by five major items (see Ameren Exhibit 29.6).  First, $6.4 million of the 217 

increase is due to incremental circuit maintenance to repair or replace hardware found in 218 

previous visual inspections and other circuit maintenance.  Second, $2.9 million of the increase 219 

is due to incremental substation maintenance related to additional substation apprentices and 220 

equipment. Third, $8.9 million of the increase is for incremental dollars to be spent over this 221 

period on vegetation management activities.  Fourth, $15.6 million of the increase is the result of 222 

incremental Liberty Audit expense.  The Direct and Rebuttal Testimony of Ameren witness Mr. 223 

Ron Pate addresses the work to be performed related to the incremental increase in expense in 224 

these operational areas.  The fifth and final major item is inflation.  Assuming 2% inflation from 225 

2009 through 2012 the electric distribution expenses would have increased $11.6M.  The sum of 226 

these five items explains the total increase in electric distribution expenses from the 2009 actual 227 

costs to the 2012 projected levels. 228 

Q. Mr. Rashid also contends that “if the levels of Ameren’s electric distribution O&M 229 

expenditures during those test years were the appropriate levels, then spending 230 

substantially less during non test years would potentially affect Ameren’s ability to 231 

adequately maintain its electric distribution system to the detriment of the reliability of its 232 

electric system.”  Please respond. 233 

A. Mr. Rashid offers no credible evidence that reliability was affected.  Dollars spent or not 234 

spent are not necessarily determinative of system reliability.  In addition, as shown by the 235 

previous response, the differences in major storm expense between years accounted for a 236 

significant portion of the fluctuation in electric distribution expense.  237 
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VI.  CONCLUSION 238 

Q. Does this conclude your rebuttal testimony? 239 

A. Yes, it does. 240 


