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ILLINOIS COMMERCE COMMISSION 1 

DOCKET No. 13-0192 2 

REBUTTAL 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, Illinois 10 

61602. 11 

Q. Are you the same Michael J. Getz who previously sponsored direct and 12 

supplemental direct testimony in this proceeding? 13 

A. Yes, I am. 14 

B. Purpose, Scope and Identification of Exhibits 15 

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

A. The purpose of my rebuttal testimony is to respond to certain Illinois Commerce 17 

Commission (Commission) Staff and Intervenors' direct testimony.  Specifically I respond to the 18 

direct testimony of Commission Staff (Staff) witness, Mr. Daniel G. Kahle concerning his 19 

adjustment to AIC's forecasted non-union wages.  I also respond to the direct testimony of the 20 

Office of the Illinois Attorney General (AG) and the Citizens Utility Board (CUB) (jointly 21 

AG/CUB) witness, Mr. Michael L. Brosch concerning his adjustments to AIC's forecasted labor 22 

and non-labor gas operating expenses. 23 
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Q. Are you sponsoring any exhibits in support of your testimony? 24 

A. Yes.  I am sponsoring the following exhibits in support of my rebuttal testimony: 25 

• Ameren Exhibit 18.1 – Staff Response to AIC- Staff 9.05 (Revised Non-Union 26 
Wage Adjustment) 27 

• Ameren Exhibit 18.2 – Staff Responses to AIC-Staff 9.09-9.12 28 

• Ameren Exhibit 18.3 – Staff Responses to AIC-Staff 9.06-9.07 29 

• Ameren Exhibit 18.4 – AIC Responses to AG DR’s 1.03R, 1.07, 3.14, 5.01R, 30 
5.03R, 5.04, 5.05, 5.07, 5.08, 9.03, 10.02, 12.01 (without attachments) 31 

• Ameren Exhibit 18.5 –Independent Accountants’ Report from Schedule G-2, 32 
pages 2-3 33 

II. RESPONSE TO STAFF WITNESSES, MR. DANIEL G. KAHLE 34 

Q. Please describe your role in the preparation of testimony, schedules and filing 35 

requirements for AIC's pending request for an increase in gas delivery rates. 36 

A. As explained in my direct testimony, I oversaw the development of AIC's future test year 37 

forecast, which was derived from AIC's construction and operating budgets for 2014.  In 38 

connection with that responsibility, I prepared or oversaw the preparation of many of the future 39 

test year filing schedules, otherwise known as the G Schedules, which are required by subpart J 40 

to the Commission's Part 285 administrative rules.  I also submitted direct testimony (Ameren 41 

Exhibit 3.0), which explained and supported the development of the test year forecast.   42 

Q. Have you overseen the development of other future test year forecasts for AIC? 43 

A. Yes.  In this proceeding, I am reprising the same role and duties that I had in AIC's last 44 

gas rate case, ICC Docket No. 11-0282, which relied on 2012 forecasted data.   45 
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Q. Are you generally familiar with the principal assumptions relied upon by AIC in 46 

preparing its 2014 forecast? 47 

A. Yes.  The G-5 Schedule, which I sponsored, describes the principal assumptions relied 48 

upon by AIC in developing the 2014 test year forecast.  In addition, as AIC's Controller, I'm 49 

generally familiar with the corporate budget instructions that serve as guidelines to the individual 50 

budgeters and directors when forecasting future spending. 51 

Q. Is one of the principal assumptions described in the G-5 Schedule the assumed 52 

increase in AIC's non-union wage expense in 2014? 53 

A. Yes.  The G-5 Schedule assumes non-union wages will increase 4.0% annually in 2013 54 

and 2014 from 2012 levels.  Mr. Kahle includes the pertinent page of the G-5 Schedule as 55 

Attachment C to his direct testimony. 56 

Q. Have you reviewed Mr. Kahle's direct testimony on his adjustment to AIC's 57 

forecasted non-union wages? 58 

A. Yes.  I have reviewed the portions of Mr. Kahle's direct testimony (ICC Staff Exhibit 2.0, 59 

lines 295-318) that concern his adjustment to reduce AIC's forecasted non-union wages.  I also 60 

reviewed Mr. Kahle's Schedule 2.03, which calculates his adjustment.  In total, Mr. Kahle's 61 

adjustment, as presented in his direct testimony, seeks to reduce AIC's revenue requirement by 62 

$2.6 million.   63 

Q. Has Mr. Kahle subsequently indicated in discovery that he plans to revise his 64 

adjustment on rebuttal? 65 

A. Yes.  In response to AIC-Staff data request 9.05, Mr. Kahle has agreed the methodology 66 

employed for his adjustment to non-union wages is not appropriate because it disallows a portion 67 
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of AIC’s projected 2014 payroll expense that is based on a planned increase in AIC headcount in 68 

2013 and 2014 from year-end 2012 levels.  Attached, as Ameren Exhibit 18.1, are Mr. Kahle's 69 

response and schedules reflecting his revised adjustment.  In total, Mr. Kahle's adjustment, as 70 

presented in his revised schedules, seeks to reduce AIC's expense by $1.19 million in expense 71 

and $448,000 in rate base. 72 

Q. What other materials did you review in preparing your rebuttal testimony in 73 

response to Mr. Kahle's adjustment to non-union wages? 74 

A. In addition to Mr. Kahle's direct testimony, I reviewed survey data from the Federal 75 

Reserve Bank of Philadelphia, specifically the Fourth Quarter 2012 Report from the Survey of 76 

Professional Forecasters, which Mr. Kahle cites in footnote 22 of his direct.  In addition, I 77 

reviewed AIC's responses to discovery, specifically AIC's responses to data requests DGK 7.02 78 

and AG 7.09 submitted in this docket, as well as AIC's response to data request BAP 2.11 79 

submitted in AIC's pending electric formula rate update proceeding (ICC Docket No. 13-0301).  80 

In addition, I reviewed excerpts from the Commission's recent order in ICC Docket Nos. 12-81 

0511/0512, which concerned a requested increase in gas service rates for North Shore Gas 82 

Company (North Shore) and Peoples Gas Light and Coke Company (Peoples).  I also reviewed 83 

Mr. Kahle's responses to AIC data requests.  Lastly, I reviewed the rebuttal testimony and exhibit 84 

of AIC witness, Ms. Marla J. Langenhorst (Ameren Exhibit 27.0-27.1), who also responds to Mr. 85 

Kahle's adjustment to non-union wage expense. 86 

Q. Should the Commission adopt Mr. Kahle's revised adjustment to AIC's forecasted 87 

non-union wage expense? 88 

A. No.  For the reasons stated below and in the rebuttal testimony of Ameren witness 89 

Langenhorst, the Commission should not adopt Mr. Kahle's proposed adjustment to AIC's non-90 



Ameren Exhibit 18.0 
Page 5 of 26 

union wages.  Mr. Kahle bases his adjustment largely on two considerations: (1) the Survey of 91 

Professional Forecasters’ November 2012 Consumer Price Index (CPI) long-run inflation rate 92 

projection for the years 2012-2016; and (2) an average of Ameren Corporation's actual non-93 

union wage increases for the years 2009-2012.  His reliance on both, however, is misplaced.  94 

Consequently, his adjustment is flawed.  In addition, as discussed in the rebuttal testimony of 95 

AIC witness Mr. Ronald D. Stafford (Ameren Exhibit 17.5), Mr. Kahle's revised adjustment 96 

remains overstated, compared to the approach used by the Commission in ICC Docket Nos. 12-97 

0511/0512. 98 

Q. What is your understanding of what AIC's 4.00% forecasted increase in non-union 99 

wages assumes? 100 

A. Ms. Langenhorst explains the assumptions underlying the 4.00% forecasted increases in 101 

non-union wages.  It is my understanding the 4.00% increase assumes a 3% merit-based wage 102 

increase and a 1.00% increase in other non-merit wages.   103 

Q. Did AIC assume a 4.00% increase in total non-union wages in its last gas rate case? 104 

A. Yes.  In AIC's last gas rate case, ICC Docket No. 11-0282, AIC proposed a future test 105 

year case that relied upon 2012 forecasted data.  In that filing, AIC assumed a 4.00% increase to 106 

non-union wages in 2011 and 2012 from 2010 levels.  That assumption was listed on page 9 of 107 

the G-5 Schedule filed in ICC Docket No. 11-0282.  No party proposed an adjustment to AIC's 108 

forecasted gas labor expense for 2012, and the Commission approved AIC's 2012 forecasted 109 

labor expense. 110 
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Q. Please explain Mr. Kahle's methodology in applying the CPI long-run inflation rate 111 

for 2012-2016 to adjust AIC's 4.00% assumption in this proceeding. 112 

A. Mr. Kahle applied the 2.28% CPI long-run inflation rate to AIC’s 2012 actual non-union 113 

wages to derive a projected level of 2013 non-union wages.  He again applied the rate to that 114 

2013 projection to derive his proposed test year level of increase.  (ICC Staff Ex. 2.0, pp. 15-16.) 115 

Q. Why is Mr. Kahle’s reliance on the CPI misplaced? 116 

A. Mr. Kahle does not explain why the CPI long-run inflation rate is an appropriate indicator 117 

of AIC’s 2013 and 2014 non-union wage increases.  In fact, it is not.  The CPI is an economic 118 

indicator calculated by the Bureau of Labor Statistics to measure the average change over time in 119 

the prices paid by urban consumers for a market basket of consumer goods and services.  (See 120 

http://www.bls.gov/cpi/cpifaq.htm.)  In other words, it measures the spending patterns of certain 121 

groups of consumers.  But it does not calculate changes in wages; the CPI is not intended to be a 122 

measure directly related to or predictive of changes in employment wages.  Notably, it is not 123 

reflective of merit-based wage increases.  The CPI also does not differentiate between industry 124 

or service type.  For these reasons, the CPI is not an appropriate benchmark for projecting wage 125 

increases, particularly for the energy industry and AIC. 126 

Q. You also testify that Mr. Kahle's reliance on an average of Ameren Corporation's 127 

actual non-union wage increases for 2009-2012 is flawed.  Please explain.   128 

A. Mr. Kahle compares the CPI inflation rate against historical trends.  But his data set is 129 

flawed.  He erroneously looks at Ameren Corporation corporate wide data to compute an average 130 

increase of 2.8% for 2009-12, not AIC specific data.  The appropriate wage rates to analyze are 131 

those of AIC and Ameren Services Company (AMS), a portion of which is allocated to AIC’s 132 

labor expense, as shown on Ameren Exhibit 27.1. The calculation should also be revised to 133 
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exclude non-union wage data from 2010.  Due to a wage freeze on all Ameren Corporation non-134 

union employees, no merit increases were granted in 2010.  The 2010 data is clearly an outlier 135 

and should be excluded from the average non –union wage increase calculation.  The chart below 136 

reflects the average annual increase in non-union wages for AIC and AMS employees from 137 

2009-2012.  138 

Figure 1: AIC/AMS Wage Comparison 139 

Year % Increase 

2009 3.48 

2010 1.11 

2011 4.03 

2012 4.18 

Source: Ameren Exhibit 27.1 140 

Q. In the Commission's recent order in ICC Docket Nos. 12-0511/0512 (p. 136), the 141 

Commission found the Survey of Professional Forecasters "provides a more reasonable 142 

estimate of non-union wage increases" than the survey data relied upon by North Shore 143 

and Peoples.  Do you believe, based on the record evidence in this proceeding, that the CPI 144 

inflation rate is an accurate and reasonable estimate of the increase in non-union wages 145 

that AIC will experience in 2014? 146 

A. No.  In looking at the data for the last six years, there has not been a good historical 147 

correlation between the CPI and the actual annual increase in AIC total non-union wage 148 

increases.  The average change in the CPI was less than the total non-union wage increase in 149 
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each of these years, except the 2010 wage freeze year (see table below).  The CPI has 150 

consistently trailed the AIC non-union wage increase and therefore, using it to project future 151 

increases, I believe is likely to understate to the 2014 test year non-union wages. 152 

Figure 2: CPI and AIC/AMS Wage Comparison 153 

Year Annual Avg CPI % CPI Change % AIC/AMS Wage Increase 

2007 207.342 2.8 3.94 

2008 215.303 3.8 4.08 

2009 214.537 -0.4 3.48 

2010 218.056 1.6 1.11 

2011 224.939 3.2 4.03 

2012 229.594 2.1 4.18 

Sources: Bureau of Labor Statistics website (www.bls.gov); Ameren Exhibit 27.1.   154 

Q. Has Mr. Kahle adequately explained in discovery why he believes the use of the CPI 155 

is appropriate to reduce AIC's forecasted non-union wages? 156 

A. No, he has not.  In response to questions posed to Mr. Kahle concerning the 157 

appropriateness of using the CPI rate, Mr. Kahle indicated the requested analysis has not been 158 

performed and generally relied on the Commission's prior rate orders for the Peoples and North 159 

Shore utilities in Docket Nos. 12-0511/0512; 11-0280/0281 and 09- 0166/0167.  Attached as 160 

Ameren Exhibit 18.2 are Mr. Kahle's responses to AIC-Staff data requests 9.09-9.12.  As 161 

explained in my rebuttal testimony and the rebuttal testimony of Ameren witness Langenhorst, 162 

http://www.bls.gov/
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based on the record in this proceeding, it is not appropriate for the Commission to make the same 163 

adjustment with respect to AIC's non-union wages. 164 

Q. Are you aware of any other instances where the Commission has applied the CPI to 165 

reduce a utility's forecasted non-union wages? 166 

A. I am not aware of any other instances where the Commission has applied the CPI to 167 

reduce a utility's forecasted non-union wages, besides the adjustments imposed on the Peoples 168 

and North Shore utilities.  As I mentioned above, this adjustment was not proposed and adopted 169 

in AIC's last future test year case, ICC Docket No. 11-0282. 170 

Q. You testify that Mr. Kahle erroneously used Ameren corporate wide data.  Has AIC 171 

provided historical trend data that more accurately measures AIC's actual increases in 172 

non-union wages? 173 

A. Yes.  Ameren Exhibit 27.1 contains AIC and AMS non-union wage increases for 2007-174 

2012.  It also contains the actual increase in AIC and AMS non-union wages in 2013 to date.  In 175 

addition, Ameren witness Langenhorst estimates what the annual increase to 2013 will be. 176 

Q. Ms. Langenhorst testifies that the total non-union wages includes wages earned by 177 

Ameren Leadership Team (ALT) employees.  How was the increase in ALT wages 178 

considered in the 4.00% non-union wage increase? 179 

A. As explained by Ms. Langenhorst, a 3% merit increase is assumed for all non-union 180 

wages with a 1.5% non-merit increase assumed for ALT employees and 1% for non-ALT 181 

employees.  Since ALT dollars represent less than 4% of total projected non-union wages, 182 

excluding headcount changes, the overall average rate increase for ALT and non-ALT is 4.04% 183 

which is in line with the 4.00% non-union wage increase provided in the budget guidance. 184 
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Q. What does the historical data for AIC's actual increases in non-union wages 185 

illustrate?   186 

A. The historical trend using the data from Ameren Exhibit 27.1 and Figure 1 above shows 187 

that AIC's total non-union wage expense has increased on average approximately 3.94% every 188 

year since 2007 through 2012, excluding 2010.  In looking at the data for the most recent two 189 

years, 2011 and 2012, AIC’s non-union wage expense has actually increased by 4.11%, which is 190 

more than the 4.00% forecasted rate assumed in rate case.  No year, besides the 2010 wage 191 

freeze year, was at or below the 2.28% increase that Mr. Kahle proposes.  192 

Q. Does Mr. Kahle's acknowledge it is appropriate to exclude outlier years when 193 

calculating an average annual expense? 194 

A. Yes.  In response to AIC-Staff data request 9.06, Mr. Kahle agreed that "if a cost is 195 

considered an outlier, it could be appropriate to omit it from in an averaged or normalized 196 

amount."  He also defined an outlier as "a result that 'lies outside' (is much smaller or larger than) 197 

most of the other values in a set of data and does not appear to be the result of normal operations.  198 

In response to AIC-Staff data request 9.07, Mr. Kahle also agreed that "the economic 199 

environment could be a factor in reviewing a utility’s actual payroll expense in a particular year 200 

if a correlation between the Company’s payroll expense and economic activity could be 201 

established."  I have attached those responses as Ameren Exhibit 18.3.   202 

Q. Does actual 2013 data to date show that AIC's non-union wages will increase more 203 

than 2.28% in 2013? 204 

A. Yes.  Ameren Exhibit 27.1 shows the increase for 2013 using data as of June 15 is 205 

already at 3.58%.  Ameren witness Langenhorst estimates the total increase for year-end 2013 206 

will be above 4.00%. 207 
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Q. Have you also compared Mr. Kahle's adjustment to AIC's non-union wages with the 208 

adjustment approved by the Commission in ICC Docket Nos. 12-0511/0512? 209 

A. Yes.   210 

Q. Do you believe Mr. Kahle's adjustment to AIC's non-union wages, as presented in 211 

direct, is the same adjustment approved by the Commission in ICC Docket Nos. 12-212 

0511/0512? 213 

A. No.  As explained by Mr. Stafford there is a difference between ICC Staff Exhibit 2.0, 214 

Schedule 2.03 - Adjustment to Non-union Wages and the one approved in ICC Docket Nos. 12-215 

0511/0512.  Staff’s escalated 2014 wage amount, as presented in Mr. Kahle's direct, does not 216 

recognize any staffing changes as was done in ICC Docket Nos. 12-0511/0512.  As a result, the 217 

non-union payroll amounts are not on the same basis and Mr. Kahle's adjustment is overstated.  218 

Mr. Stafford presents the appropriate adjustment in his rebuttal schedules, if the Commission 219 

concludes it needs to accept Mr. Kahle's adjustment in theory as applied to AIC, based on his 220 

review of the Commission's order in ICC Docket Nos. 12-0511/0512. 221 

Q. Please summarize your recommendations to the Commission regarding Staff's 222 

adjustment to forecasted non-union wages. 223 

A. AIC has demonstrated that recent actual non-union wage rates for 2011 and 2012 have 224 

exceeded the 4.00% forecasted increase it is requesting in the revenue requirement.  It has also 225 

shown that the five year average rate of AIC's non-union wage expense from 2007-12, excluding 226 

the 2010 wage freeze data, has increased an average of 3.94%.  I am recommending that based 227 

on the ample historic support for the 4% average non-union wage increase which AIC has 228 

provided that no adjustment is necessary.  If the Commission believes an adjustment is required, 229 

then the corrected calculation in Ameren witness Stafford’s testimony should be utilized. 230 
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III. RESPONSE TO AG/CUB WITNESS, MR. MICHAEL L. BROSCH 231 

Q. Have you reviewed Mr. Brosch's adjustment to AIC's forecasted labor and non-232 

labor gas operating expenses? 233 

A. Yes.  I reviewed the sections of Mr. Brosch's direct that concern his adjustment to AIC's 234 

forecasted labor and non-labor gas operating expenses.  Specifically, I reviewed AG/CUB 235 

Exhibit 1.0, lines 56-728.  I also reviewed certain AIC responses to AG discovery requests that I 236 

sponsored that Mr. Brosch attached to this testimony as exhibits.  Specifically, I reviewed 237 

portions of AG/CUB Exhibit 1.5 (AIC responses to AG 1.03R and AG 5.03R), AG/CUB Exhibit 238 

1.6 (AIC responses to AG 1.03, AG 1.04, AG 3.14, AG 5.01, AG 5.06 and AG 12.02), AG/CUB 239 

Exhibit 1.8 (AIC responses to AG 1.08, AG 1.15, AG 3.16, AG 5.07, AG 7.01, AG 7.03, AG 240 

12.05 and AG 13.18).   241 

Q. What other materials did you review in preparing your rebuttal testimony in 242 

response to Mr. Brosch? 243 

A. I reviewed my direct testimony, the G-5 Schedule and other responses to data requests 244 

that I have submitted to date in this proceeding that Mr. Brosch did not attach to his testimony.  I 245 

also reviewed the rebuttal testimony of AIC witness, Mr. Steve R. Colyer (Ameren Ex. 22.0).  246 

Lastly, I reviewed Mr. Brosch's responses to AIC discovery requests. 247 

Q. What adjustment to forecasted labor and non-labor expenses does Mr. Brosch 248 

propose? 249 

A. According to AG/CUB Exhibit 1.3, page 1 of 9, Mr. Brosch proposes an adjustment to 250 

eliminate one half of the labor and benefits expense associated with AIC's planned incremental 251 

gas only positions in 2013 and 2014 (as of the end of February 2013).  His adjustment would 252 

remove $3.9 million from AIC's proposed revenue requirement.  In addition, according to 253 
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AG/CUB Exhibit 1.3, page 2 of 9, Mr. Brosch proposes an adjustment to remove an additional 254 

$3.6 million from forecasted non-labor operating expense associated with seven (7) gas 255 

distribution activities planned in 2014. 256 

Q. Should the Commission accept Mr. Brosch's proposed adjustment to forecasted 257 

labor and non-labor expenses? 258 

A. No.  For the reasons explained below in my rebuttal testimony and for the reasons 259 

identified in the rebuttal testimony of Ameren witness Colyer, the Commission should not accept 260 

Mr. Brosch's adjustments to labor and non-labor expenses.  In direct testimony, responses to data 261 

requests, and rebuttal testimony, AIC has explained the development of the 2014 forecast, 262 

supported AIC's forecasted gas operating expenses, and identified the need for additional 263 

personnel and incremental spending to maintain safe, adequate and reliable gas delivery service.   264 

Q. Please describe the basis for Mr. Brosch's adjustment to AIC's forecasted labor and 265 

benefits expense. 266 

A. The basis for Mr. Brosch's adjustment to forecasted labor expense appears to be Mr. 267 

Brosch's statement that "AIC has not provided any specific supporting justification for all of the 268 

proposed 86 incremental positions."1  AG/CUB Ex. 1.0, lines 360-361.  Mr. Brosch claims the 269 

removal of $3.9 million from AIC's proposed revenue requirement "would still allow the 270 

Company to fund the addition of 43 additional employees above its actual gas utility staffing 271 

levels at March of 2013, to enable progress toward the activities identified in Mr. Colyer's 272 

testimony."  AG/CUB Ex. 1.0, lines 357-360. 273 

                                                           
1 In response to AG 16.01, a correction has been made to reported actual gas only headcount as of the end of 
February 2013.  That correction is reflected in AG 16.01 Attach, which has been included in Ameren Exhibit 22.7.  
The result of the correction is to decrease actual gas only headcount as of the end of February 2013 by one head.  
Thus, the number of gas-only positions to be filled in 2013 and 2014 (as of the end of February 2013) is 87, not 86. 
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Q. Did AIC include any allowance for vacancy in the 2014 test year? 274 

A. Yes.  AIC included $311,000 of vacancy costs in operations and maintenance (O&M) for 275 

2014.  As noted in the response to AG 16.02, the $311,000 of gas vacancy dollars was not 276 

specific to a single RMC or group; therefore if the Commission were to accept Mr. Brosch’s 277 

labor and benefits expense adjustment, it should be reduced to reflect the gas vacancy of 278 

$311,000 already in the 2014 forecast. 279 

Q. Please describe the basis for Mr. Brosch's adjustment to AIC's forecasted non-labor 280 

expense 281 

A. Mr. Brosch claims "specific elements of the Company's [2014] non-labor expense 282 

forecast appear to significantly overstate future expenses to provide for vast explanations of 283 

integrity management and other safety-related programs."  AG/CUB Ex. 1.0, lines 669-672.  Mr. 284 

Brosch also criticizes AIC for not producing "supporting workpapers, historical trending data, 285 

vendor bid information or other documentation for the 'other' non-labor amounts directly entered 286 

into its budget system for the 2014 test year."  AG/CUB Ex. 1.0, lines 620-622. 287 

Q. Are you providing rebuttal testimony in support of the planned gas operational 288 

activities that underlie AIC's forecasted labor and non-labor expenses? 289 

A. No.  Mr. Colyer provides rebuttal testimony in support of the gas operational activities 290 

planned in 2014 that support the need for additional personnel and incremental spending.  My 291 

rebuttal testimony is limited to responding to Mr. Brosch's criticisms concerning the 292 

development of and support for AIC's test year forecast. 293 
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Q. Mr. Brosch claims "[t]here is no witness who explains how forecast inputs were 294 

developed."  AG/CUB Ex. 1.0, lines 215-216.  Is that true? 295 

A. No.  That is not true.  The purpose of my direct testimony was to explain how AIC 296 

developed the 2014 test year forecast.  It describes the personnel involved, the systems used, the 297 

key code block components used and the development of the forecasted financial statements.  298 

Q. Please explain how AIC develops its annual corporate budget. 299 

A. As stated in my direct testimony (Ameren Exhibit 3.0) and responses to AG data requests 300 

1.04 and 1.08, AIC has a formal budgeting process in place under which AIC determines 301 

revenues, expenses and investments for future periods for both the electric and gas utilities.  This 302 

budgeting process ensures that the employees with direct responsibility and involvement in the 303 

individual revenue, investment and expense items are the same personnel charged with 304 

calculating and reviewing future revenue and cost estimates for those items.   305 

 Budget guidelines are developed by Corporate Budgeting and the Illinois Financial 306 

Services group and distributed to the budget system users.  These "guidelines", however, are just 307 

guidelines.  They do not assign a specific amount of investment and expense dollars to each 308 

operating areas.  They do not dictate how each operating area should plan its spending.  And they 309 

do not require each operating area to produce analysis to justify each dollar budgeted.  Each 310 

operating area is charged with assessing prior budgeted and actual investment and expenses and 311 

entering updated forecasted cost inputs for resources and activities into the Utilities International 312 

Planner (UIP) system.  The system maintains the employees assigned to each department or 313 

resource management center (RMC), their pay rates and the applicable Ameren loading rates.  314 

Loadings for such items as pension and benefits, indirect overheads, stores handling, purchasing, 315 

and allowance of funds used during construction (AFUDC) are applied by UIP based on the 316 
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factors determined by the Corporate Budget group.  All UIP entries are done by cost category 317 

(O&M, capital, etc.), resource type (union labor, management labor, materials, vehicles, etc.), 318 

and activity code (reliability work, customer billing, etc.), and project numbers are required for 319 

all capital work.   320 

 Business Performance Specialists (BPS) and Financial Specialists throughout AIC work 321 

with the RMC managers and the AIC Financial Services group to determine staffing changes and 322 

resource allocation, which are entered in UIP.  Engineers and other subject matter experts are 323 

also involved in the process to provide forecast information on external contractor estimates, 324 

material needs, project start and stop dates and other budget inputs.  The O&M and capital 325 

forecast data is loaded into the corporate budgeting model by the Corporate Modeling group to 326 

create forecasted financial statements that are reviewed and adjusted as needed.  The final 327 

forecast is then presented to the AIC Board for approval.  This process therefore leads to 328 

approved projections for the future test year period that form the basis for the test year forecast in 329 

this proceeding.  Since AIC does not budget by the Federal Energy Regulatory Commission 330 

(FERC) account, the derivation process is used to convert O&M budget data to FERC accounts 331 

required for future test year filings by comparing the budget data fields to actual data fields. 332 

Q.  Is this the same process that AIC employed when preparing its 2012 test year 333 

forecast for ICC Docket No. 11-0282? 334 

A. Yes.  In addition, AIC includes more personnel in the review of the FERC account 335 

derivation results for accuracy as a quality assurance step.   336 
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Q. Mr. Brosch claims your direct testimony lacks "any support for the actual inputs 337 

amounts for 2014" that have been entered into AIC's budget systems.  AG/CUB Ex. 1.0, 338 

lines 241-242.  Is that a fair criticism?   339 

A. No.  As noted in the purpose section, my direct testimony explains the development of 340 

the future test forecast, provides support the forecast, and sponsors certain G schedules.  The 341 

explanation covers the AIC budget process and the derivation methodology used to assign FERC 342 

O&M accounts.  The forecast support points to the cost controls that are in place, the past 343 

variances for O&M and capital reported in the G-1 schedules that illustrate the accuracy of the 344 

budget processes used, as well as the opinion of the independent certified public accountants.  345 

Support for specific input amounts in the gas operations function also was provided by Ameren 346 

witness Colyer’s direct testimony.  347 

Q. Did AIC provide additional support on the forecast cost inputs in its discovery 348 

responses? 349 

A. Yes.  Below is a summary of additional information concerning the forecast cost inputs 350 

that AIC provided in discovery in responses to AG data requests.  The responses (without 351 

attachments) have been included in this testimony as Ameren Exhibit 18.4.   352 

• In response to AG 1.03 and 1.03R, AIC provided 2011 through 2014 monthly 353 
actual and authorized total employees for AIC and AMS by function and 354 
descriptions of significant gas-only employee changes from February 2013 to 355 
projected December 2014. 356 

• In response to AG 1.07, AIC provided a schedule of actual non-payroll 357 
expenses by account major for 2011, 2012 and YTD February 2013 compared 358 
to projected 2014.  Explanations were submitted for functional group variances 359 
between 2012 and 2014 of 15% or more. 360 

• In response to AG 5.01 and AG 5.01R, AIC provided workpapers used to 361 
budget blanket work order labor, materials and vehicles; workpapers used by a 362 
division to budget their payroll hours; AIC average staffing counts by RMC for 363 
2012-2014; AIC total labor hours by RMC for 2012-2014; AIC total labor 364 
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dollars by utility and costs category  for 2012-2014; AIC direct union and non-365 
union labor by O&M and capital account for 2012 – 2014; Affiliate direct union 366 
and non-union labor charges to AIC by O&M and capital account for 2012 – 367 
2014.  368 

• In response to AG 5.03 and 5.03R, AIC provided actual gas-only headcount for 369 
YTD March 2013 and monthly forecasts through December 2014; job 370 
description and timing of proposed staffing for Gas Operations RMC’s for 2013 371 
and 2014; detailed revenue requirement calculation for gas-only forecasted 372 
headcount; AMS staffing by month from February 2013 to December 2014.   373 

• In response to AG 5.04, AIC provided AIC wage rate calculations for each 374 
payroll department by month from May 2012 to December 2014; AIC 2014 Gas 375 
O&M labor forecasted expense by RMC, account, activity and resource type. 376 

• In response to AG 5.05, AIC provided flowcharts documenting each step of the 377 
O&M account derivation process. 378 

• In response to AG 5.07, AIC provided 2014 non-labor gas O&M expenses from 379 
AMS to AIC by RMC, account, activity and resource type and 2014 AIC non-380 
labor gas O&M expenses by RMC, account, activity and resource type. 381 

• In response to AG 5.08, AIC provided the summation of RMC budgets for all 382 
resources after adjustments for 2013 and 2014. 383 

• In response to AG 9.03, AIC provided 2011 & 2012 actual gas O&M data and 384 
2013 & 2014 forecasted gas O&M data by account and resource type. 385 

• In response to AG 3.14, AG 10.02, and AG 12.01, AIC provided information on 386 
$311,000 of gas-only vacancies, the $195,000 gas portion of Customer Care 387 
vacancies in the 2014 forecast, and details about the calculation of the other 388 
vacancies in the 2014 forecast. 389 

Q. In addition to the information described above concerning the forecast cost inputs, 390 

what else did AIC provide in support of forecasted expenses? 391 

A. In response to Staff and AG data requests, Ameren witness Colyer provided additional 392 

information in support of the incremental increases to gas distribution, transmission and storage 393 

expenses.  In addition, Mr. Ronald Pate provided additional information in support of planned 394 

incremental increases in staffing to accomplish the activities planned for the 2014 test year.  The 395 

data requests below have been included as attachments to Mr. Colyer's rebuttal testimony. 396 
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• In response to ENG 3.01, ENG 3.01S, ENG 3.01S2, and AG 9.04, AIC 397 
provided 2011 & 2012 actual and 2013-2014 forecasted gas storage, 398 
transmission and distribution O&M with variance explanations for nineteen 399 
selected accounts. 400 

• In response to AG 12.03, AIC provided detail of each of the gas-only positions 401 
forecasted to be added between February 2013 and December 2014 including 402 
the 35 positions that have been hired to date along with an employee data 403 
change form for each employee, the number of job postings to date and the 404 
interviews held or scheduled. 405 

• In response to AG 12.12, AIC provided a detailed schedule of each of the ten 406 
gas distribution O&M items in Mr. Colyer’s testimony broken down by RMC, 407 
resource type and amount for historical 2011 & 2012 data and projected 2014 408 
amounts along with detailed variance explanations and a description of how the 409 
2014 amount was estimated.   410 

• In response to AG 13.01-13.17, AIC provided a description of the operations 411 
and detailed headcount information for selected RMC’s as of December 2012, 412 
April 2013, December 2013 and December 2014 along with reasons for the 413 
staffing changes. 414 

• In response to AG 15.03, AIC provided additional support for the gas 415 
distribution O&M 2014 forecast including vendor bid information and support 416 
for the gas damage prevention program. 417 

• In response to AG 16.04 - 16.10, AIC provided additional detail gas distribution 418 
O&M information on the 2012-13 monthly actual costs and 2014 forecast 419 
estimated costs.  420 

Q. Mr. Brosch also suggests AIC's G-5 Schedule and G-1 Schedule were somehow 421 

deficient in providing support for AIC's cost estimates.  Were these schedules substantially 422 

different from the G-5 and G-1 Schedules that AIC submitted in ICC Docket No. 11-0282? 423 

A. No.  They also are not substantially different from the schedules filed by the Peoples and 424 

North Shore utilities in ICC Docket Nos. 12-0511/0512.  Section 285.7025 of the Illinois 425 

Administrative Code states in total “Schedule G-5 shall include the principal assumptions used in 426 

preparing the projected information forming the basis for the test year selected by the utility”.  427 

Section 285.7005 of the Code states “Schedule G-1 shall compare forecast period data to actual 428 
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data to demonstrate the reliability and accuracy of the utility’s forecast for each of the prior three 429 

years.  The prior years’ data are to represent the original approved budget for the period.” AIC 430 

has complied with these requirements in its filing and as stated in my direct testimony the gas 431 

O&M expenses were 103% of the budget over the three years covered by Schedule G-1.  432 

Q. Mr. Brosch alleges there is "no process in place to systematically capture and retain 433 

supporting documentation" for cost estimates.  AG/CUB Ex. 1.0, lines 279-280.  Is that a 434 

fair criticism? 435 

A. No.  It is true there is no set requirement that BPSs and Directors create and maintain 436 

indexed documentation in support of each forecast change to future cost inputs.  It is also true 437 

there is no centralized database that would store whatever documentation is generated during the 438 

course of forecasting a particular cost item.  With that said, as demonstrated above, AIC has 439 

provided extensive information on cost inputs and explanations for specific inquiries into 440 

particular FERC account increases. The data provided, in my opinion, is sufficient for Mr. 441 

Brosch to assess the reasonableness of AIC's forecasted labor and non-labor expenses, which he 442 

in fact has done.  443 

Q. Why is it reasonable for AIC to rely on the individual budgeters and directors to 444 

develop and enter annual cost estimates? 445 

A. The geographic size of AIC's service area, the number and types of AIC customers, and 446 

the number of employees needed to provide service vary by each RMC or department.  The 447 

budgeters, directors and local personnel involved in preparing an individual RMC or 448 

department’s budget are closest to the work and should be utilized to develop and enter their cost 449 

estimates.  They have intimate knowledge of the operations and circumstances unique to their 450 

area and the related resource requirements.  These groups prepare the initial budget projections 451 
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which are compiled into forecasted financial statements by Corporate Modeling.  The resulting 452 

statements are ultimately reviewed and adjusted as needed by AIC leadership. 453 

Q. Is it unreasonable for documentation not to be created and maintained to support a 454 

particular cost estimate? 455 

A. No.  For example, if headcount is not changing there is no need to document that; the 456 

expectation is the costs in the group will rise by the forecasted wage rate escalator.  Individuals 457 

who are familiar with the day-to-day operations and have personal knowledge of the business 458 

also may not find it necessary to develop documentation to forecast their expenses.   As noted in 459 

the response to AG data request 5.01, AIC does not use zero-based budgeting where each area 460 

would start at zero dollars when budgeting its costs. 461 

Q. Is it unreasonable for a utility the size of AIC not to create and maintain an 462 

exhaustive set of detailed, indexed and centrally compiled workpapers covering every cost 463 

estimate entered into AIC's budget systems? 464 

A. I do not believe this is unique to AIC.  There is a cost to develop, accumulate and store 465 

that level of detailed work papers.  We have tried to minimize that cost and take a leaner, more 466 

cost-effective approach to budgeting.  As an example, in the past each of the blanket work orders 467 

were entered into the Integrated Spending Prioritization (ISP) tool as part of the capital 468 

budgeting process.  The projects are mandatory so they would always be approved.  We have 469 

discontinued the effort of entering ISPs for each blanket project and instead lower the amount of 470 

the approved capital target by the amount of the blanket projects and use the remaining balance 471 

to prioritize the specific projects in the ISP.  Another example of simplifying the process is 472 

budgeting the divisions at a roll-up RMC level rather than each specific RMC.   473 
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Q. How many individuals are involved in the budget process and what is the estimated 474 

number of inputs involved? 475 

A. As described in my direct testimony, the AIC budget process includes Business 476 

Performance and Financial Specialists working with managers, engineers and subject matter 477 

experts.  There are in excess of 130 different personnel involved in the preparation, review and 478 

approval of the budget.  Just the 2014 O&M and capital data from the UIP budget system 479 

comprises over 52,000 rows of information. 480 

Q. Mr. Brosch claims AIC has not "independently critiqued all of the many UIP 481 

budget system inputs to verify the reasonableness of such inputs."  AG/CUB Ex. 1.0, lines 482 

324-326.  Is that true? 483 

A.  No.  That is also not true.  At the micro level, each BPS has reviewed their RMC or 484 

department budgets for reasonableness, prior to the derivation.  At the macro level, I personally 485 

reviewed the O&M budget results as part of the derivation process and preparation of the G 486 

schedules.  In addition, AIC leadership has reviewed projected financial statements and the AIC 487 

Board also approved the forecasted financial statements. 488 

Q. Mr. Brosch also claims AIC "has been unable or unwilling to provide supporting 489 

documentation for many of the important forecasting assumptions and inputs used to 490 

prepare the test year O&M expense estimate."  AG/CUB Ex. 1.0, lines 327-329.  Is that a 491 

fair criticism? 492 

A. No.  I don't believe that is a fair criticism.  The discovery responses summarized above 493 

illustrate the amount of detail and support provided was more than sufficient for Mr. Brosch to 494 

independently audit AIC's forecasted expenses. 495 
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Q. Mr. Brosch appears dismissive of the work performed by AIC's independent 496 

accountant, Kerber, Eck and Braekel.  What role did the auditor play in preparation of 497 

AIC's test year forecast? 498 

A. The auditors reviewed the projected balance sheet, statement of operations, statement of 499 

retained earnings, statement of comprehensive income, and statement of cash flows of AIC.  In 500 

the Independent Accountants’ Report submitted with Schedule G-2, Kerber, Eck and Braekel 501 

stated the examination of the financial projection “included such procedures we consider 502 

necessary to evaluate the assumptions used by management and the preparation and presentation 503 

of the projection”.  While AIC management is responsible for the assumptions as noted by Mr. 504 

Brosch, the auditors did evaluate those assumptions and render an opinion that “the underlying 505 

assumptions provide a reasonable basis for management’s projection.”  Attached to my 506 

testimony as Ameren Exhibit 18.5 is a copy of the Independent Accountants’ Report submitted 507 

with the Schedule G-2. 508 

Q. Did Mr. Brosch review the auditor's work papers? 509 

A. No.   510 

Q. Were a number of the AG data requests too broad and burdensome to answer? 511 

A. In my opinion, yes.  In total, over 600 specific questions were received from the AG and 512 

responded to by AIC before the AG submitted its direct testimony in early June.  AIC personnel 513 

throughout the organization spent considerable time gathering and preparing responses to AG 514 

data requests.   In my opinion, a number of the data requests were too broad and burdensome to 515 

answer in any reasonable amount of time.  For example, AG 1.15 asks for “complete copies of 516 

all of the detailed workpapers, supporting analyses, historical cost trending studies, vendor 517 

quotations and other documents relied upon….”  AG 5.01 part a asks to “Identify each input 518 
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source of information, the calculation logic that is employed, how labor hours/costs are spread 519 

among work activities, how activities are mapped into FERC accounts and what steps are used to 520 

translate each input data source into forecasted system inputs.”  In each instance, we provided 521 

what data was readily available and manageable to compile, and to Mr. Brosch's credit, 522 

subsequent data requests were more narrowly tailored to focus on particular RMCs and particular 523 

cost items, as he became more familiar with the incremental activities and staffing positions that 524 

were planned for 2014.  It should be noted ICC Staff did not raise similar concerns as Mr. Brosch 525 

and took a different approach of seeking explanations for changes in the 2014 forecasted O&M 526 

compared to the 2012 actual O&M amounts to support the forecasted gas operating expenses. 527 

Q. Mr. Brosch draws an analogy to the information he claims regulated energy utilities 528 

in Hawaii routinely submit in forecasted test year.  Do you find that analogy to be 529 

pertinent? 530 

A. I am not familiar with Hawaii’s filing requirements for a gas utility's future test year case.  531 

It appears Mr. Brosch is discussing electric utilities with annual rate increase mechanisms, which 532 

I don't consider pertinent to the discussion at hand.  What I consider pertinent in this case are the 533 

filing requirements of the Illinois Commerce Commission. 534 

Q. Mr. Brosch also suggests he received more information from North Shore and 535 

Peoples in their most recent future test year case.  Does he give any indication what 536 

additional information he may have received, or why he needs that information in this 537 

proceeding? 538 

A.  Not specifically.  In his direct testimony on lines 650-662, Mr. Brosch states he received 539 

voluminous work papers from Peoples and North Shore as forecast support documents which he 540 

used to “address issues raised by the methods used to forecast such costs”. 541 
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Q. What additional information has AIC made available in discovery that you consider 542 

pertinent to AIC's forecasted gas operating expenses? 543 

A. As noted in the testimony of Mr. Colyer, AIC provided additional narrative and detailed 544 

analysis on the incremental gas O&M expense for Storage, Transmission and Distribution in 545 

response to Staff and AG data requests (see Ameren Exhibits 22.2 through 22.7).  This analysis 546 

included variance analysis of 2011-2014 actual and forecasted O&M amounts for specific gas 547 

accounts, information on the staffing plans for the gas-only positions in the forecast, and detailed 548 

information on contractor pricing.  549 

IV. CONCLUSION 550 

Q. Please summarize the conclusions of your testimony. 551 

A. My testimony provides historical support that non-union wage increase have been 552 

approximately 4% over the last six years after excluding the 2010 wage freeze year and actually 553 

greater than 4% the last two years.  This data forms a reliable basis for the 4% projected non-554 

union wage increase in the current case.  The CPI is not a good measure to forecast AIC non-555 

union wages and should be rejected as the actual CPI has been significantly lower than the non-556 

union wages over 2007-12.  During that time period, no single year, besides the 2010 wage 557 

freeze year, was at or below the 2.28% increase that Mr. Kahle proposes.  558 

 AIC prepared its 2014 test year forecast using the same budget process as the 2012 test 559 

year forecast for ICC Docket No. 11-0282.  The G schedules required for future test year filings 560 

were prepared in compliance with the Illinois Administrative Code.  The Commission should not 561 

accept Mr. Brosch's adjustments to labor and non-labor expenses.  In direct testimony, responses 562 

to data requests, and rebuttal testimony, AIC has explained the development of the 2014 forecast, 563 
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supported AIC's forecasted gas operating expenses, and identified the need for additional 564 

personnel and incremental spending to maintain safe, adequate and reliable gas delivery service. 565 

Q. Does this conclude your rebuttal testimony? 566 

A. Yes, it does. 567 
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