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ILLINOIS COMMERCE COMMISSION 1 

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

REBUTTAL TESTIMONY OF  3 

JAMES M. MAZUREK 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 James M. Mazurek.  My business address is 161 North Clark Street, 9 

Chicago, Illinois60601. 10 

Q. Are you the same James M. Mazurek who provided direct testimony in this 11 

proceeding? 12 

A. Yes, I am. 13 

Q. On behalf of which parties are you presenting this rebuttal testimony? 14 

A. I am sponsoring this rebuttal testimony on behalf of the electric and gas businesses of 15 

Ameren Illinois Company (Company or AIC). 16 

II. PURPOSE OF TESTIMONY 17 

Q. What is the purpose of your rebuttal testimony in this proceeding? 18 

A. The purpose of my rebuttal testimony is to respond to the testimony of Illinois Commerce 19 

Commission Staff (Staff) witness Ms. Bonita Pearce, People of the State of Illinois and the 20 
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Citizens Utility Board (AG/CUB) witness Mr. David Effron, and Illinois Industrial Energy 21 

Consumers (IIEC) witness Mr. Robert Stephens. 22 

Q. Are you sponsoring any exhibits with your rebuttal testimony? 23 

A. Yes, I am sponsoring the following exhibits: 24 

 Ameren Exhibit 30.1 Description of Merger Study Initiatives 25 

 Ameren Exhibit 30.2 Merger Study Headcount Impacts 26 

 Ameren Exhibit 30.3 Cost and Benefits of Merger Study Initiatives 27 

 Ameren Exhibit 30.4 Cost and Benefit Summary for Merger Study 28 

 Ameren Exhibit 30.5 Description of Merger Study Business Case Update 29 

III. RESPONSE TO STAFF WITNESS, MS. PEARCE 30 

Q. Ms. Pearce proposes to reduce AIC’s forecasted 2012 salaries and employee benefits 31 

by 6%. Did you review her discussion of the adjustment? 32 

A. Yes.  She asserts that “the [6%] amount of assumed labor benefits to be realized through 33 

employee attrition and redeployment” stated in the Merger Integration and Process Optimization 34 

Study (MIPO) should be applied to reduce AIC’s entire test year wages and salaries and 35 

employee benefits expenses. 36 

Q. What is your response to her proposed adjustment? 37 

A. Ms. Pearce’s adjustment should be rejected because it misinterprets the results of the 38 

MIPO .  The labor benefits attributable to “attrition and redeployment” are enabled by specific 39 

operations and customer service initiatives, also known as opportunities, defined in the MIPO.  40 

Ms. Pearce incorrectly assumes that when the MIPO refers to “labor benefits (for both 41 

represented and non-represented employees) [that] will be realized through six percent employee 42 
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attrition and redeployment,” these 6% labor benefits apply to AIC’s labor force as a whole.  This 43 

is not the case.   As identified in Ameren Exhibit 30.1, the MIPO identifies specific initiatives to 44 

achieve merger integration savings, by building business capabilities to enable AIC to reduce 45 

employee headcount in a targeted manner within specific functional areas.  Ameren Exhibit 30.1 46 

provides a summary description of each merger initiative.  The MIPO applies a key assumption 47 

to the labor benefits of these initiatives, namely that  employee reductions will be primarily 48 

achieved through natural attrition—not an across the board reduction,, which historically has 49 

occurred at a rate of 6% per year.   Natural attrition refers to the employees who choose to leave 50 

AIC either through retirements or other departures.  In general, the vacant positions have then 51 

been filled by newly hired employees. 52 

Q. What did Ms. Pearce’s adjustment rely on? 53 

A. She relied solely on the statement on page 4 of my Ameren Exhibit 12.1 regarding the 54 

6% factor (see Response to AIC Data Requests AIC-Staff 5.19 – 5.21).  This exhibit is a high 55 

level presentation of the MIPO.  Understandably, this limited statement could have been 56 

construed in the manner suggested by Staff, but it is simply not correct to make the adjustment as 57 

Ms. Pearce does.  58 

Q. Why is her reliance on this statement incorrect? 59 

A. She misunderstands the purpose of the slide, which was to describe the methodology to 60 

identify specific opportunities to achieve merger savings.  This is clear from the heading of the 61 

slide, which reads, “A top-down, budget-driven approach was taken to develop business cases 62 

for each opportunity.”  As described in my direct testimony, the MIPO methodically identified 63 

where there were performance gaps within AIC’s business, identified potential opportunities to 64 
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close those gaps, and quantified the costs and benefits of each opportunity.  The 6% annual 65 

attrition rate assumption was intended to be applied to the benefits resulting from each 66 

opportunity.   Instead, Ms. Pearce applied the 6% to AIC’s labor force as a whole.   67 

Q. In your MIPO analysis, how many FTE would be affected by attrition or re-68 

deployment is a result of the merger? 69 

A. Ameren Exhibit 30.2 shows both the “steady-state” FTE impact of each MIPO initiative 70 

(which is the total number of FTEs that can be reduced over time), as well as the number of FTE 71 

projected to be affected by attrition or redeployment in each year from 2011 -2015.  As  Ameren 72 

Exhibit 30.2 shows, the total number of FTE affected over the five years is 20.9 FTE. 73 

Q. Did the merger benefits you calculated in the MIPO include the “potential decreases 74 

that should occur as a result of efficiencies created by the merger”? 75 

A. Yes.  As described in the above response, the MIPO explicitly considers wage and salary 76 

decreases that are enabled by the MIPO initiatives. In addition, the MIPO identifies non-labor 77 

benefits that are enabled by the MIPO initiatives.  These non-labor benefits include real estate 78 

savings, reduction in billing costs, reduction in postage costs, and reduction in external spend to 79 

support functions such as call center overflow and finance support.  Ameren Exhibit 30.3 80 

provides detailed O&M and capital savings for each initiative.  Ameren Exhibit 30.4 provides a 81 

summary of total benefits by year. 82 

Q. And did the merger benefits calculated in the MIPO include the effect of labor 83 

attrition and redeployment? 84 

A. Yes.  The MIPO initiatives only claimed labor benefits for areas where positions were 85 

eliminated and the affected AIC individuals either left the company or were redeployed to 86 
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existing unfilled vacancies.  In consideration of the aging of its experienced workforce, AIC’s 87 

senior leadership chose to not pursue involuntary job separations, and claim labor benefits only 88 

through voluntary separation from the company. 89 

Q. Does Ms. Pearce agree that, over the 2011- 2015 time period, the MIPO shows that 90 

the benefits of the merger exceed the costs? 91 

A. Yes.  On page 16, line 383 of Ms. Pearce’s direct testimony, she states that, “…the 92 

combined savings of $36.7 million plus $25.0 million equals $61.7 million, [is] an amount that 93 

exceeds the combined costs of $15.5 million plus $11.5 million, a total of $27.0 million…”.  94 

This conclusion is consistent with the 5-year NPV values calculated in the revised MIPO (shown 95 

in Ameren Exhibit 30.5) which show positive NPV for the merger over the 2011-2015 96 

timeframe.  97 

Q. Has AIC reviewed the results of the MIPO since the filing of the case? 98 

A. Yes.  In addition to correcting the amounts for internal labor as discussed by Mr. Ronald 99 

Stafford and Mr. Craig Nelson, AIC has refined its evaluation of the “business cases” in the 100 

MIPO in light of more current information since the case was filed.    101 

Q. Please explain the process undertaken to review the business cases. 102 

A. The MIPO business cases were updated in two primary areas: (1) updating business cases 103 

with more detailed information as it became available for MIPO initiatives that are underway; 104 

and (2) updating common assumptions used in all MIPO initiatives, such as removing AIC 105 

internal labor costs from all business cases.  Ameren Exhibit 30.5 provides a summary of the 106 

individual MIPO initiative business case updates.  Two of the more dramatic increases in 107 

business cases were for the Design Engineering initiative and the Consolidate Dispatch function 108 
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initiative.  In the Design Engineering initiative, further study revealed that the number of design 109 

engineers who can be removed will exceed the annual natural attrition assumption, and the 110 

reductions will occur sooner than originally anticipated.  The Consolidate Dispatch initiative had 111 

similar findings in its detailed study; the number of dispatch employees reduced will exceed the 112 

annual natural attrition assumption, and will occur quicker than originally expected.  This 113 

initiative also incurred severance costs for these employees that were not originally estimated.    114 

Q. What were the results of the review of the business cases in the Merger Study? 115 

A. Ameren Exhibit 30.5 provides a summary of the financial changes to the overall MIPO 116 

business case.  As a result of the business case updates, the overall 5-year NPV increased from 117 

$23.28 million to $33.97 million.  As noted above, the business case increases were attributed to 118 

several factors, such as: benefits exceeding original estimates, benefits occurring earlier than 119 

expected and reduced project costs.  As shown in Ameren Exhibit 30.4, over the time period 120 

from 2011-2015, the MIPO initiatives will enable AIC to achieve approximately $45.7 million in 121 

gross O&M benefits and $30.4 million in gross capital benefits.  Over the time period from 122 

2011-2015, the MIPO initiatives will cost AIC approximately $17.2 million in O&M 123 

expenditures and $10.6 million in capital expenditures. 124 

Q. What do you conclude? 125 

A. The revised MIPO, as summarized in Ameren Exhibit 30.4 continues to show total 126 

merger benefits (O&M and capital) exceeding costs over 2011-2015, as Ms. Pearce noted in her 127 

testimony.  Additionally, as demonstrated in Ameren Exhibit 30.5, the MIPO initiatives generate 128 

a positive NPV for AIC. 129 



Ameren Exhibit 30.0 
Page 7 of 8 

IV. RESPONSE TO AG/CUB WITNESS, MR. EFFRON 130 

Q. Mr. Effron states that, “The merger costs are entirely estimates of costs that 131 

Ameren expects to incur in 2011 and 2012” and so  it is not appropriate to reflect the 132 

amortization of the costs in the revenue requirement before those costs are actually 133 

known.”  How do you respond? 134 

A. As AIC witnesses Mr. Stafford and Mr. Nelson explain, AIC is utilizing a future test 135 

year, and so its costs are based on a projection or forecast of the future period.  Thus, use of 136 

projected savings for merger costs and benefits is appropriate.  Further, the MIPO represents a 137 

detailed study of projected merger costs and benefits that support the projected future costs and 138 

benefits of the merger. Given this detailed study supporting the merger costs, Mr. Effron’s 139 

assertions should be disregarded. 140 

V. RESPONSE TO IIEC WITNESS, MR. STEPHENS 141 

Q. IIEC witness Mr. Stephens states that AIC’s projected increase in PURA tax 142 

amounts of $2.6 million “is a form of merger cost, one that will be ongoing in nature.” Do 143 

you agree? 144 

A. No. As explained by Mr. Nelson, the PURA tax increment is not a merger cost because it 145 

is not the type of cost considered as a merger cost under the Public Utilities Act. However, as 146 

discussed below and by Mr. Nelson, even if this tax increment amount was considered a merger 147 

cost, AIC has demonstrated that merger benefits exceed merger costs (including the tax 148 

increment) and so these costs are recoverable.   149 
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Q. Mr. Stephens goes on to state that “It is possible that the merging of the Ameren 150 

legacy utilities could produce savings in the test year the offset some or all of this $2.6 151 

million cost increment.” What is your response? 152 

A. As demonstrated in Ameren Exhibit 30.4, the merger does produce such savings.  In fact, 153 

in its direct case AIC was able to demonstrate merger benefits that exceed merger costs over the 154 

2011-2015 period, as Staff witness Pearce agrees.  These benefits would still exceed costs even if 155 

the PURA tax increment was included.  Mr. Stephens states that if “Ameren can document test 156 

year and subsequent net savings attributable to the merger, including the cost effect of the $2.6 157 

million additional PURA Tax cost in the test year,” then an adjustment is not necessary.  As my 158 

testimony, the revised Merger Study, and Mr. Nelson’s testimony demonstrate, even including 159 

the $2.6 million tax increment, there are net savings attributable to the merger on a revenue 160 

requirement basis in the test year and over the 2011-2015 time period.  Thus, Mr. Stephen’s 161 

concerns are unwarranted. 162 

VI. CONCLUSION 163 

Q. Does this conclude your rebuttal testimony? 164 

A. Yes, it does. 165 


